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DEPAR1'MmT OF STATE 
AnEllCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D. c. '20523 

MEl-10RANIlJM FOR THE DEVELOPMENT LOAN COMMITTEE 

UNCLASSIFIED 

AID-DLC/p-344 
June 18, 1965 

SUBJECT: Chile - Instituto de Financiamiento Cooperativo - IFICOOP 
(Cooperative Development Bank) 

Attached for your review are the r~~ommendations for 
authorization of a loan in an amount not to exceed $3,650,000 
to Instituto de Financiamiento Cooperativo to assist in financing 
(1) loans by the Borrower to cooperatives in Chile, (2) the 
~rganization of regional offices of the Borrower, and (3) technical 
assistance to the Borrower and to cooperatives in Chile. 

This loan proposal is scheduled for consideration by the 
Development Loan Staff COulIllittee at its meeting on June 23, 1965. 

Attachments: 
Summary and Recommendations 
Project Analysis 
Annexes I-VII 

Helen E. Nelson 
Secretary 
Development Loan Committee 
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CHILE - INSTITUTO DE FnMNCIM-lIENTO COOPERATIVO - IFICOOP 
(COOPERATIVE DEVELOPMENT BANK) 

SUMMARY A1~ RECOMME~~ATLONS 

1. Borrower: Instituto de Fianciruaiento Cooperativo (IFICOOP), a 
private development bank, The loan will be guaranteed by the 
Government of Chile and the Central Bank will be a party to the 
Agreement. ' 

2. Purpose: Th~ immediate objective of this proposed loan is to provide 
seed capital for the creation and initial financing of a Cooperative 
Development Bank to provide credit facilities and technical and 

'managerial services to Chilean cooperatives. The long-run effect of 
such a project, in addition to providing credit for individuals 
other\'lise unable to obtain financing, will be to unify and strengthen 
the cooperative movement in Chile and therefore bring about a more 
rational distribution of resources bet\.,reen the urban and rural areas 
and greater returns for all of the people. 

3. Amount: Not to exceed $3,650,000 

4. Total Cost of Project: The proposed capitalization of IFICOOP is as 
follows: (EO 3.26 = $ 1). 

AID Loan 

, Member Cooperatives 

Banco de Estado 

$ 3,650,000'Y 

77,000 

307,000 

( 250,000 escudos: 

1,000,000 escudos) 

11 At least 20% of the AID loan (in addition to 
$70,000 for a U.S, expert) will be utilized 
for U,S, procurement. 

The AID loan is broken down as follows: 

Cooperative relending 
Regional Offices 
Technical Assistance 
U.S, Expert 
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$3,300,000 
190,000 
180,000 

70,000 
$3,6$0,000 
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A 6 year, 200,000 escudo loan for initial administrative. costs is 
being extended by OORFO (See Section IV-C-2). 

5. R~~{GROUND: T.~e formation of this bank has been pro~oted pri~arily 
by Nr. Tdal tel' Sommerhoff who }~as been most active in the C'nilea.n 
cooperative movement. In addition to being General r.-:anager of 
Sodi~ac, a highly successful construction financing cooperative with 
a capitaliza.tion exceeding $2,000,000, Sommerhoff has been instr~en' 
in the development of tmITCOOP (a chain of coope~ative supermarkets) 
and INVICA and TEC1~COOP (both supplying technical assistance in the 
·formation and management of housing cooperatives). 

In early 1964, 1dth the help of Enrique Aguayo, a lawyer and fOIT.e!" 

Loan Officer with the IDB, Sommerhoff began drafting the Statutes 
and By-Laws of IFICOOP. On October 28, 1964, Supreme Dec~ee };o. 128~ 
was issued which officially authorized the institution and approved 
itf: d·atutes. 

On October 6, 1964, the USAID re~uested a short-term advisor unde~ 
and AID regional contract with the Fund for International Cooperative 
Development to assist in the technical organization of the Cooperativ 
Bank. Mr. Willis McAnelly, forme~ President of the Farm Credit Bank 
of Houston, Texas, arrived in mid-December. ~. McAnelly died 
suddenly in Santiago on February 22. However, due to his ability 
to mO'l;ivate action and work productively with the stlall staff of 
Chileans, conSiderable progress had been made in establishing the 
Bank's organizational structure, policies and loan criteria. 1<'1.1'. 
McAnelly did issue a summary report before he died and the inforrr.a~io: 
contained therein serves as the principal basis for the loan 
application. 

6. Description of the Project 

Principal FUnctions of IFICOOP 

~) To extend loans for periods not to exceed 10 years to 
cooperatives in a position to meet requirements of adequate 
management and financial capacity. 

1i) To promote and finance capitalization of cooperatives and 
to promote savings by cooperatives subject to the General 
Law of Cooperatives, 

iii) To promote and finance plans for technical assistance and 
management assistance and training for cooperatives. 
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1V) To accept mandates or powers of attorney to conduct 
financial negotiations, to administer trust funds, or 
to represent national, foreign or international financial 
instituti.ons and agencies for tho purpose of channeling 
resources, property or services to cooperative institutions. 

IF1COOP will be administered by a Board of Directors composed of 13 
members. These representatives will be elected by direct mail vote 
according to a functional grouping of cooperatives (See Section 
II-B-2) • 

Basic loan polj.c:i.es, terms, procedures and regulations have been 
formulated (See Section II-C, IV-B and V). 

IFICOOP has already initiated a review' of member cooperative loan. 
applications. The result of this revie,·, and a listing of those 
coopel'atlves ,.,hicn will most likely participate in the initial loan 
portfolio are presented in Exhibits 1, 2 and 3 of Annex V • 

. 7. Eximban.}( Clearances: 
in the project. 

The Export-Import Baru( indicated no interest 

8. VieHs of Count:::-y Team: The Country Team urges favorable action on 
this proposal whicil it considers an important pre-requisite to 
achiever.:ent of AID objectives with respect to pro;r.oting private 
sector gro~~h, particularly in the depressed agricultural areas, 
through the creation of new institutions. 

9. Inter-American Institute of Coo~erative Financing (IJ~9pOP) 
Recommendation: The IIFCOOP corumi~tee, which met and reviewed the 
project in Santiago on l~y 27 end 28, recommended approval of the 
loan application (See Section VI). 

10. Statutory Criteria: All applicable statutory criteria have been 
met. 

11. Special Problems 

a) Use of Program Loan and PL 480 Funds 

Briefly, the USAID has not applied Program or PL 480 funds to 
this project for the following reasons (See Section IV A-2): 
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1) The GOC budget was reviewed and approved by AID in 
November .. 1964 when the $80 million program loan lIas confirmed. PL 480 
escudos 'i~l'~ also calculated in the approved budget levels. At that 
time.. the USAID was reasonably sure that the Cooperative Development Bank 
would not be eble to disburse very much during CY 1965. 

1i) The degree of control ,.hich AID must effect over this 
project requires a direct development loan approach. 

iii) A principal AID objective in ~nile is to promote project, 
financing and reduce .. over'the next 4 years .. the need to rely heavily 
on the program loan approach. This obje(~tive is particularly significant 
with respect to the private sector and the cooperative movement which 
AID shoul~ be identifying with directly. 

-
iv ) 'It is not -b'elieved advisable to induce 'the GOC to expand 

capital expenditures for projects 11hich must clearly operate in a private 
sector environment. This cooperative bank must eventually be capable 
of obtaining fi~ancial assistance from other international lending 
institutions as well as the local 'and foreign commercial banking communities. 
A dependence on fiscal support could delay the Bank's progress. A good 
example is the Central Savings and Loan Bank (Caja Central) which .. until 
AID had induced action under its second development loan, had done little 
to develop a secondary market or engage in an active savings promotion 
campaign. The Caja Central receive5 ED 10,000,000 annually from the GOC. 

It should be noted, however .. that in the consideration of 
fpture program loans to Chile, AID will include in its analysis of balance 
of payments requirements the dollar flows anticipated under the proposed 
loan. 

b) Debt/Egui ty Ratio 

The debt/equity ratiO of the proposed financial plan is 
9.6:1. Although AID/H recommended a maximum $3 million loan as a result 
of the IRR, the U&~D believes the additional funds are justified for the 
following principal reasons: (details in Section IV C-2). 

1) The sub-borrowers will be paying on additional l~~ - 2~ 
on each sub-loan for capitalization purposes. In addition, each sub-borrower 
will have to invest a minimum of 20% in the total sub-project cost. 

Notwithstanding the above, AID is including a condition 
precedent to disbursement over $1,200,000, requiring the Borrower to 
double the capital provided by its cooperative members (excluding funds 
obtained through the l~ - 2~ charge). 
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:1.1) e.L'hl,) ILppl1cution of *3 million (lens about $350,000 
for teclmical assistance) would not permit an adequate degree of loan 
diversification. 

iii) The proposed AID loan (25 year terDs including 
10 years grace) should not. be treated as long term debt in the true sense 
of the term. It seems unrealistic, therefore, to upply a hard and fast 
debt/equity ruling. 

iv) Durini~ the May 27 and 28 meeting of the Inter-American 
Institute for Cooperative Financing, the U.S. representatives pointed 
out that it ,'<'as not unusual for U.S. Cooperative Banks to 1nitic":;e 
operations withft 10:1 debt/equity relationship. It was further stressed 
that no real guideline exists for this type of institution. 

12. Reco~nendation: Authorization of a-loan to the Instituto de 
Financiamiento Cooperativo (IFICOOP) in-an amount not to exceed 
$3,650,000. 

i) 

11) 

iii) 

Terms - 'I'o the Borro,'<'er 25 years including a grace period for 
repayment of principal of 10 years; to the Goverlunent vin the 
twc-step procedure, up to 40 years with a 10 year grace period. 

Interest - l~ per annum for the first 10 years and 2~~ 
per annum thereafter for Borrower and Goverllment. 

Equipment, materials and services (except shipping and marine 
insurance which shall be procured from the United States), 
financed under the loan for the project shall be procured fro~ 
the United States of America or Chile. 

iV) United States dollars utilized under the loan to finance local 
currency shall be made available to the Borrower or its designee 
through appropriate procedures and shall be used for procurement 
in the United States. 

v) The Bank will contract for U. S. advisory serv1~es satisfactory 
to AID. 

vi) Any other terms and conditions which AID may deem advisable. 

PROJECT COM!-ITTTEE 

LYaegcr: Loan Officer 
EAnderson: ~nief of Development Planning 
JHelsen: Economic Officer 
LHorwi tz: Program Officer 

Drafted by: LYncger 
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A" . lin ,.9l9cpar.,a,tive ~fQve:tlent in Chile and the AID Pr~grlllt1 

(J.rl1ac s first lew g"verning ceol'erl1tiv~s was pg,S3ed in 
1932, folltndr.i almost ~{0 decades ef L1~ittltbn for such leginll':ticllc 
'1'iliR lill.' ,rt::.1(;.j. iW!.doqu.a.t\l te cope with the changing rcquircltonts of 
'!;he CO()pc!,L'.t:~:c 1r.ove.,.1'.ent, and ill 1960 L\ 110W COOi)erntiv~ law "'lil1 l'&!.sse .... i.:. 
Th.i.~ lfas 1'11'i J s-ed SCIDel·ma t by Dccroe Noo 20 of 1963'1 The pres ant 
lr!3islat:Lcn r.tt~mr>ts t€l establish rcgulntions covering all the mnjer 
t7pe3 ~f cOII.lcr.:>.tivcs (c~!ls:.1:ner~. preducl:iQn~ anc! ss:rvice )exccpt frar _ 
credit CCl~'P!':-i\i;ivCSD rh~sc cl.t'c subject te vurious othGr laus:, inclu{li1~g 
b{\nJdl..1~ 10g'l ;11tion(. Un.(ler this lOGisb.ti"n a large n~.w..ber of cco~t)r
nt:lvc~ a..ncl. \\'.G}el'Ll.tivc federntions have been fermeds to n great cxt~nt 
to Ul.ic:e ed," ,'it;lgO of the 'tc...--r exclllptions a~.d 0ther CCO:ilr;,!rlc bel).efi ts 
accruing tl' CG :Ji~:J:ativcs wlder tho Im'l" The present legi~lt\tivc base 
is ~d(;ql!a~ I in tonus fif tIl!l regula.tions cQverfug the chartc['!t.~ and 
accQurl'dn~, pr~cCtltlrcs of cMperatives.1 He'v~vcr., pl'~vi<ti.W &l.d.lIri.niBtr~tie!)B 
h.G.ve dj\;lii: J.:H:tlc to prolil0tc and 8'.ssist the coeperative InOVC!1er.t r; 'fhe 
}t'roi adm:inistr'ltieu is no" . ., consid.ering r.rClpoacllil fQr legislative ~n{I 
l!.t:1roini9t·.'ntive r;1':<'.Dgc!I '\:UI encourege p.J1d mcpar.c1 'public :md priva.te 
t)ff~rts . .J..!2 tho l;:neloI;1llCllt of c8o:..erathres~ :rnc extent ~f oifectivo 
c':l~~erl1ti"{t' ~C'd.~ll in the agl'icultw·a..l field is limited to the duir:r 
oml l·r.il1e S(.'.~t('l3·n" Hc"tiicen t~lcm'J th~se eave Rppro:x.imtl tcly 85% Qf the 
tQtc.1 cap~ :'0.1' h ~ld by l\:;:t'.l.cuJ:C'I.!I'lll. coopcrn ti ves in Chile·: Thtl'e are 
also J.iv~.:3tcclc. (;hick~nJ~ ~U!cl fOX'Cfltry Pl'oo.ucts copperntives;; but in 
gennrcl .:hc:r N'~ poor1J' ~1·f,.':lrJ.7.cd wad 1.IL~orcL?pit .. '\J.izeGlr, M"st of thti 
lega1.J.:· constituted agricul tl'.r.:U eMpel l tives are no l~n,gor active; 
~:{' -t"n c01011bJ.tic\!1 cocpcr.ltiv~s f0rii~ed by the Agrarilm Reform Corpe
!'at);>n and its pL'edCCeS3crs,ll le~B than 50% ~'e fUl1cticmin.gQ 

CenSUl'IlGl- ccC)peraltiv~s have be~n t;ro1dng fast.. On the 
'ihl)l~; they nre eifectivcl7 r.:ru1aged and have provcct sc1f-,.sufficiont .. 
HcallJver.~ the lock of cllpltal fir .... 'Ulciug.~ lQ.clc of v<tl1.t!'.e i nr.d lade ef 
cGt'.bincd 'Irhclesa.le buying D.rran~emcnts.? b.a.ve linited their ability to 
Sllljstantinll)r lewcr rotnil prices to tIle consumer... Cr~dit cOl)peratives 
h&vc also grcmn Qu:i.ckly and are cousiderod tochnic:Ll.ly lieU ~X'glIDizcdo 
Ht'l'Tcvcr(o the credit cl'\()p~ratives have been tlca!-c since they do not hnV.3 
rc".djustmcnt r.rl)visiltns :md havo boon lm·lble to cope ,'lith the conti,· 
Iluing infltl t:i.Qn" 

Othor type3 er ceepcrativcB net., existing in Chile iAclw.13 
rur"u eloctric (discussed belGw), heusiD&3 fiflhlngll tranaputation., and 
in:nIJ'AnCOr In lldditien.? there arp federntitD3 .t the heusin&.? rural 
electric, ctnsumer, and credit uriien cQeperatives~ 
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Al tb.ough each typo of COCilpElTi1. ti V" lUld federn t: Lon 11£'.9 i tl 
Ot111 ~t:l.cul.ar l:.roblcD:sJ thero nre certain Ibvorall (lcficiencioB ,·rhic!l 
apply in vmyJ.i1g dcgr~cn tQ the CIltir~ ccc~crl'.ti-"o l1GVcroonto Th~se ,_ 
include Incl. f<lf B0und Ol·g~ni~a.tien nnd ~an!:\gerr.1!nt~ teclmical skills, 
cducathnal fl'.cUities~ aud fil!8ncing., Iu an D.ttClnpt t~ attad-: sow 
of these prcblol11.s" the Hission has sU!lported Elelectcd }:tregrrut3 al'i 
mntitu"ticml ,dtb grarj~., lonn, end locnl CUl'rl~l-1cy fin .. mcin~o 

In FY 1::'63 the USAID made n $1M.)000 gran'j; tc dc.svclE)I" 
Il Cr:iop.,cl"ativo Educat:Lm InstitutcC) TItis iJrgaulzatifm ,.;us r"'l'lood in 
Sopt-:lt".ber lS63 to cCI:.tributc tl) the e'~''''~l'aU e£:fcctivenoss of coo~
Ol'L\tives by yrovidirtr; pI't'.ctic;) .. l tTllining to m!UlngcrG aad t{orlwrs in 
(a) the gencrc..l pr,oj',.ciplcs llnrl ~r.:\ctif!:lS ':"l:f Coop~l-ativc, n.dn>.inistr~ti\jr. 
i ] d" " 'l "1" f~" ." no .\1 l.Dg c~GPOratl7o . ~gl.S at~cn~\ I) X.l.ce in.1.Uager.xlnt4, llCCDUl:ltUJ.g; 

fil11.l11cing .... (I,m! (0) i3pcci .. J.ized nspoct:3 of ';:;~Clp3rutive \1l\deavbr.; such 
as ph.llnillE.? CO'~:'iil5:i..'Y dcvelopmlJnt~ aIld 100000:dcetingo 

1!'ollm,n.:'lg tho ~gtnblish:!ellt of th~ CG1}perCltive Edllcaticl1 
Xust.'; ':;ute.\: th'Z rn~\ID rnt:'.dc threo ·gr.mt'J Ch~:3:ignc{1. tG f(',st~r the 
inat:q tuti()nalgr'o\:1th of c"0-pcl'ntivcs end :trr.-!')rovl:) th-~ii:' oper"-.tioB8 
throu..~ll the I,!.'\wisicm of f..b£l.llciol nnel tcc1micn1 l!.ssisU!.n.'~a" In 
{I~ 19fr39 tlw uSf.:m Y.'~~~ a. ~noo: 000 Q,'wt to th:J In~titutp. for Agri.
ctLltm'fu De'J:!l(?O};Jn~:1t (IND;'~?) to cqui!,) 50 ;.:m:d. CC'fJ~::jI.'.:'.tivCl cann{'ll"ias 
und train t:'l':d l" :j~):s(lT1..!!ul" In F'Y 196/~,l t~18 US/LID I;".t.:~Ic n $500:; 000 
gt.".nt to t~·.e TEGHO Promot.!,r:JUtU Institute for ·L'. l'cvolvlll{; funl to 
fir.m.1(;-.3 t~lC org,mizntioll,') construction:! equipping nli~l c:;:ornticn e1' 
fift~3~ .'lmdl pi't.:.duct:i.o1.l '~t:.opcm:l.tiv~s" Also in FY H,)64; the tlst.VJ 
sign2rl 11 $325:000 e:'CJlt ~A'oject Hi'ell teo. Institute of Agl·m·i£:.t'. 
Prcmo-<:i.on (rHPROh) '::0 nsrdnt 10 - 15 l'Urul C"c.p*lTativcs by n\O?ldnr, 
ll"'Tr~ .. :il£l.'..)lG cxtcl1s:Lon <lild mr:d~I~)'cing sCr'ticcs OJ2.U i,Jroctuction l(.ans., 
Under o~ch of the c~evc gr,1llts:. AID is provic:illg tcchn.i.cnl nsr.istance 

. to the rccil>:i.eut agel1cy in cm~ryin!; O'lt their Fro£~x:1S n 

F:tn!l.11y,? in Gcpter.ilicr H6'*jl AID c.:ttenc!~d n $ 3,,3 ni.Uio!1 
lOrln tl'J COflFO fGH' sub-lcml~ fot' 19..~mmicn cf sCI'vices t~ r.u"C':ll 
eloctric c~G)l'lor£\'i;ivo3D 'I'his was the first direct de'Tclornner..t 10M 
in Chile fer s"..,b-lcndiug to cQo}1eroti":'CJ!J.;· 'l'hc lonn reflects the 
progress !:lade by tlu) rural clectriCc!'J, ceopcrt\tives in their c~.pucH .. y 
to preraro and implc.:..lCr.t D. dC'vclo;?~nt prCr,iectt>. The 1e-aD itocludoLl 
nppl"{lIximatol)' $100,.,000 fClr tcchnicp~ nS:Jh;tr.nco to furthel' strongthon 
the organizatiolle~ structure Qud oper.il,tion: of the Cool'oro..tives" 
Sinoe then.9 several C",Qli\Cr,l,tivos ()f C(l..!tFal'a.tiv~ly high 3t~n.rdS nr 
profesaicnnl cor~ot~nco hRY~ formulated ~ew invcs~nt prpjects~ 
Howevor" L1CdiUUt torm loaus arc d.l.fficl:Lt to ~btain,. Short term . 
t{\)rking ccpit4l creuit[J ~'O similarly Deal'00n (Soe Annex 5~ Exhibit 6 
fer description of total U.,8 co anel ether Al!oncy ami CI/Wltry assistance 
t. Chilean cooperative movement,) 
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In Vie'll of the imp0rt:mt~ nal1d for n financIal institutlea 
"Mch would both serve coo'@oril.tivcs 61.lld ~l)ablc them to ~l:crcine an 
il1cr~ascd influuuce l.\~~n th.e cClmor.rJ of tho COUlltry~ the l.fissi~~ . 
has for Gv~r three yanr3 vrge~ Chllo~l ceo~~~~tiv~ leadars te 
orgoni~e a. bank which lWlll<l bo eligible ft:!' AID' fi!k'\l1cing" Serious 
diSCllSHicl1s ldth l'CSpcct to II Coo~ara.t:l.ve })evclo~nt BnnI[ began 
:J.u ellrly 1~(i4Q 

Fr'om th~ b.'Jginning~ H-,', t'Tnltcr Se~nel'hoff btW bc~n the! 
r}rilr,~ prcl.:totor ef the naillc" Uro ~~,t~~l'hQff he.s been. mr.,s't )\('.ti ... ~. :in 
th(~ C~i.lccn C00POl'£ltivn .11Ovehlenl:,. 11#3 il'l the Gcnar.~~ H!l.rulc(')l' (!.,: sonu;;.C: 
u hi~~ly sllcccssful consti.'uctioll ~tl.'lr:!.als ccopul'atiY~ • .. d(;j~. ' .. \ C:'l~it[tl.· 
iZ ... ti(,L~ of l\bvut $2~OOO.;OOOr. Htl hll3 bMll instl'Unlent::l1.. il! ~hc C:Y;ll:lol~-

.. n:C'llt 'af mrr.coop (l'. chain. ~f cGo/;e\'{.'.i;ivc StlP(!"~I; ... 'U'lcets pal .. tial~y filUlrtC(!:.;l 

by IDlJ) c.\!.l:! nWlCA ilml '!'~cm:coo:) (both Gf the I£'. ttSl' BUj'lj!lyirlg tech!):!.'.!"''.! 
RS3ist~\i':':c hI tl!~ fcrruatloil t'x'l. ir.nnt·.go:,mnt of housik.~ c00~~fn"~1:i·ii3S). 
lIe hns b~~!1 tho che.irI!k'1J1 of t},~ int1i'r!lltiorru ccrr".r:'tittce r.ro?:!o~.;ing tnl,l! 
fe:;rn;l'\':iGo~,! :If at""! Il1tl.'!r-·.".!;~3:t":ico It CcopCl'ntive DIlI'Jc,,' 

ll~ ~l~' 191.3·1 .. ,·!J.th t!~:3 heJ.~ of E\lr:j.~ue t.~m.!y.:..; ~. ] C1~J'\1l' 
D.nd fOl·lJ.~l' LQD..!l Of':i:'iccl' ~Ti tit tho I!Jll.~, ,~Or1i!lOl';lOff bc~.:!.n drL1.ftinr; the 
statutes IL.vl by-1m;:> of IVU~001'.~. On OctobJr 2B; 196~." SU!lr.em~ Decl'.:le 
Na .. 17.82 (,.ff::ci!llly ;.:mtho:l:':I.~cr.l t.hf.! :i.nntitutio!l £l.ud a~~pl'':'vccl its 
~ta. tutC:3., 

Oil Octobor r, 'i 1961.: tb'! USAID rOQHcst~d 02 short-t~l,.a 
nun.so!' umlor the bID l'cgiu!lcJ CC!.ltt'ltct Hith t;!.lO Fl'.I"'~ ft'r Intcr;mtic.nnl 
COEJpcrativc iJoyclo]::l'2cmt:;o u!::r.ist in tho t·.)cl1..'1:lccl org::lJi.i.~a.l.tiou of the 
CG4)i1cr~tivc Ik!lk., H~ ... H:illif; McAneJly:, lNi.g~tjr.:e P~esHcnt of tho 
Farm Cl· ... 2~i-.; D1lnlc af Iil1tlIS-:'Oil o Tcxas;I n.l'rived in rrj.d .. nccc:J.bc~r... ~h'r 
McAncll~r tIled "1.\~.denly jJl S~'tiClGO ('n r.;:brll.~ry 22.· FiJ\·l€lV~'!l' ... d.u" t", 
his l\bU..:i.t'J t3 rrat.hr.tc ncti.(.n ur.d ,;.) .. '1. i,rcductivcly ''lith the Sircll 
staff ~f Chncnn5.~ c'm::d.d~i'nblc pr9{:'.rosa h~_d b(:~n m~cl.c i.Jl (:3tnb:l.ishing 
thl! Ilallk's Ol"gl'.l.riz<lt:i~!1"1. ntructttr~! ~alid.cn ~1t\ loruJ. criteria.> Alan:: 
H'r~ Hc..a.t'.elJ..:r j,:-;:3l1~d u. sUlJ'.~r] r~p,,)l't i)(:fore he ,Ued and. the i.!lforrotbJl 
cOlltll.in~d thol'cin serve=.: .n.s t.he pI'incil'nl b"sis for the lO~Jl application .. 
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SECTION 11 --DESCRIPTION OF THrS PROJECT 

The imediate objective of this proposed loan is to provide 
capital for tho creation and initial financing of a Cooperative 
Dovelopent Bank to provide credit facilities to Chilean cooperatives 
including the financing, of technical and managerial services° The 
lonxg-run cffect of such a project0 in addition to providing credit 
for cooperatives otherwise unable to cb'tain project finacingo, will 
be to stregthen and tunify the cooperative mevtmento increase its 
influence in the economy, induce increases in agricultural and 
industrial productionD and spread the benefits of this increased 
production to groups -hich have heretofore been relatively unable 
to participate in the private sector ef erto 

B. Borrwer 

The Borrower irill be the Institute of Coeperatiw. Fin-ncing 
"IFICOOP" Ltd, The Government of Chile idll 1e guamrntoro The Centrz 
Bank wll also be party to the Agreement 0 

IFICOOP was establisbed as a society for private cooper
atives by public deed dated 6/15/64. It obtained official status by 
Decree Ne 1282, issued by the Ainistry of Economiy on 10/28/64" 
IFICOOP operates under Chilets General Law of Cooparativos and 
the nimobers of IFICOOP must also be organized u1ithin the framework 
of this general law. 

a) To .Mce loans for periods not to exceed 10 years 
to cooperatives in a position to met req'uirements of adequate 
management and financial capacity.
 

b) To promote and finance c.pitlization of coeper
atives and to promote savings by cooperatives stbject to the 
General Law of Cooperatives,
 

c) To promote and finncc pJ.ans *fortechnical and 
management assistance and training for cooperatives, 

'd) To accept mandates or powers of attorneiy to 
conduct financial negotiations, to administer trust funds,, or to 
represent nationals foreign or .intarnational financial institutions 
and agencies for the purpose of channeling resourcess property 
or services, to cooperative institutiows, 



UINcMASSIrIM 

In its norwol operations IFICOOP will make loans and fnance 
techie.,% -d waiaige.tont assistnce te cooperatives for purposes of 

agriculturec, cattle raising., and lumberimg; distribution and marlceting 
of csseit.:LLL cowc:ditics and rural electrification; an, oxtractivo 

muc)a as minins and fishirg In shert. the Bank; fclloiwaig.activities 
usual Chilean ter.nllogy1,ha.,s grcuped cooperatives in three categories: 
conswor,, production (Diclu:iing .prccssing i.nd r-arkotin"), and service 
(eg,, electric a:d housing), etc, 

e anagayre~nt2 au, at 14d 

IF:C00P Kl be a-Lhinistered by a Board of Directvrs 
comose4 of 13 aembbors,. The menmber cooperatives will. elect the bo'av 
members by a direct mail vote according to the fllowing pattern: 

a) 	 Consimer cooperatives will el.ect three ),.ombers0 

b) 	 Credit imions, electric., general servi.ceso and housing 
ceopc.atives Will elect one rapresentatie eacch (total 4)t, 

c) ,gricW.ttwaJ. dairy., camd trine cooperatives elect o0e 
each (total 3). 

Fisheries and mruti-purpose ru-al coop,-ratives electd) 

one rYcmber joimtlyo
 

c) 	 Agrarian roform ceoperatives elect one reproscittative, 

f) 	 Wan-agricultu'al Production cooperatives eloct one 
iw.ombor 0 

The above groupinj's are ex4lainod in Awnex II, -Wibit1, 
'Equitable representation is assured by the above voting technique. This 

ds at least one veto on the boar! to each cooperative merabor orffG 

greup., It gives one additional vote if they have ovwr 1000 and un t
 
10,000 mcbcrs.. ad one furthor vote for eacA additiama 5000 .zmbers.
 

1is system will be -articul,-'ly advantageoun to the agricultur',l and
 
rural cooporatives whose representation needs arc the grovtest..
 

Each board member will serve . 3 year ter,-- The board j:U3.
 
elect aimnu.lly a president,, vice president,, cad secretary, The
 
board id.. also elect the unramiger. . The responsibilities of the
 

of IICOOP are set forth in Amnex . Articles
beard and ranager 
Ip rhibit 2 for coniesition17 and 18,, respectively, (See Annex 


of the beard) A conditicn precedent to disbursement ill be a
 
detailed description ef the nwmager's responsibilities and authority
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.as delegated by the board.
 

In view of the geographical make-up of Chile, and the
 
inability of all council members to be in Santiago when needed,
 
it is essential for the board to elect an Executive Committee which
 
"ould represent it in all matters. A five man Executive Committee
 
new functions as the principal management body. (See Annex II,
 
Exhibit 2.)
 

In addition, the geographical structure of Chile will
 
necessitate a degree of decentralization to regional offices if
 
the institution is to process loan applications within a reasonable
 
period of time and, at the same time, to truly serve and represent

all the cooperatives. Therefo.'e, the USAID recommends that $100,000
 
be included in the loan to finance the organization costs of 5
 
regional offices. Details concerning conditions precedent to dis
bursement for this purpose are presented in Section V.
 

On April 1, 1965, the board named Mr. Jorge Fontaine
 
Aldunate as General Manager and operating head of IFICOOP. At
 
about the same time, three additional management positions were
 
designated as follows: Enrique Aguayo Mindebern, General Secretary;
 
Gonzalo Sanchez Rivas, Chief of Projects; and Enrique Trautman
 
Vergara, Promoter. The brief description of each individual is
 
presented in Exhibit 3, Annex II. 

Mr. Fontaine and the other members of management and the
 
Executive Committee have had little experience in banking, although 
all have been active in the cooperative movement. In order to fill 
this gap, the following positions will be filled to AID's satis
faction before any disbursement under the loan: 

i) The position of Treasurer has been set up within the 
operating management staff. This individual.will have a broad 
banking background. 

ii) CORFO will lend the services of one technical assistant
 
knowledgeable in the area of cooperative financing and project evaluation. 

iii) The proposed AID loan contains $70,000 for the services 
of a U. S. cooperative bank expert to work with IFICOOP management

for a period of two years. This expert will sit in on all Board, 
Executive Committee, and Loan Committee meetings. 

iv) The USAID has also included $180,000 (5% of the loan)

for contracting the services of private firms and independent
 
institutions to assist IFICOOP and individual cooperatives in project
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accounts on behalf of the membership or stockholders. The IFICOOP
 

charter, however, permits the delegation of this responsibility.
 

On January 13, 1965, in a general assembly meeting, this respon

sibility was delegated to Price, Waterhouse, Peat & Co.
 

C. 	Sub Lending Procedures an. Policies
 

1. 	Major Policies
 

Loans will be extended on a short, medium, and
 

However, for the first five years of operation oi
long term basis. 
until such time as IFTCOOP's financial capacity permits otherwise, 

(See Section IV-B forloans will have a maximum term of 10 years. 


details on IFICOOP sub-lending terms and Section V for AID additional
 

requirements.)
 

IFICOOP's maximum loan to any one borrower will
 

be limited to 5% of IFICOOP's capital and reserves. This limit
 

can be increased an additional 5% with the proper guarantees. 
On the
 

basis of present capitalization and legislation which permits 
inclusion
 

of 2 of total long term debt in setting loan levels) the maximum loan
 
IFICOOP will also be abla to guaranty loans
will be about $115,000. 


extended to cooperatives from other financial institutions. 	
Total
 
No single
guarantees outstanding may not exceed capital and reserves. 


guarantee may exceed 10% of capital and reserves except where the
 
In 	this


borrowing cc"7p-rative has offered satisfactory collateral. 


case, the limit can be raised to 20%.
 

Loans shall be made only where, in the judgment of 
IFICOOP: Loan Committee, the cooperative applying for the loan has an 

organization and management and business policies of such character 
as
 

to assure the reasonable safety of the loan and the furtherance of
 

good cooperative procedure.
 

No loans will be made under any condition where
 

the obligation of the borrower to repay would be anything other than
 

unqualified and unconditional.
 

Loans will be made only for eligible purposes and
 

not for any purpose foreign to the function and duly authorized
 

Loans will not be authorized to finance
objective of the applicant. 

administrative expenses.
 

2. 	Types of Loans
 

- a) Physical Facility Loans - These will be extended 

for 	the construction, acquisition or, in some cases, refinancing 
of
 

They will be secured. The term "physical
physical facilities. 

facilities" ordinarily should
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be confined to buildings8 fixture 3 and equipment of relatively 
Immovable character., In this case, howevcr, office and laboratory
 
equipment. trucks, tractors and ether like articles may als. be 
considered. Land will not be financed. 

b) Work Capital Leans,. These will be exterded 
en a short term basis (nt te exceed Onle year-) t fimance raw 
material p'rchasos3 markcting, and distribution costs., etc., 
Administrative costs trill not be financed, 

c) Comedit Loans. Corodity leans are self
liquidating and secured by marketable commodities such as agri
cultural ccmmodities and supplies., building inaterials, consumer
 
merchandisc processed fishery and liv, stock products 9 textiles.,
 
and ether mauufactured products hold for sale3 and raw materials
 
going into manufactured preducts. provided such comodities ard
 
materials ara in the custody of a responsible warehouseman and are
 
secured by a first lien representei by warehouso receipts,.title
 
documents, or other satisfactory first lien security instrni.ents, 
and provided furtbqr that such leans will mature within the normal 
marketing season if the coumdities or supplies and materials, 

.3., PXCecdires 

a) Presentation of theti: Cooperatives 
desiring a loan till contact the main office of IFI OOP or one of 
the Regional Offices 4 IFICOOP rep:rcsentatives irll make proli
minary inquiries, if they think that there is a pr.bability that 
a loan is iarranted, the ceoperati'7o irill be given a lean applicati-on 
form to cmnlete,, (See Annex III, Exhibit 1) Upon receipt,; tha 
application ;ill be protiessed. It way be necessary fcr a rcuresont.
ative of IFICOOP to visit the applicant cooperative to obtain 
additional infermatian., The circimstances in cash case ill govern. 
Usully.field extol.nation wil3. be necessay- for a first app.ic., 
atien, but not essential for subsequent applications ihere the 
cooperative has satisfactorily estiublished its cr.edit, In the case 
of irartgage leans appraisals will be necessary.. 

b) Analysis of Ah Each application
Aplication. 

.received by IFICOOP will inclu-.c a feasibility study. The review 
of the loan aplication will be as felows: 

i) Institutional Analis IFICOOP nanage
ment will cxxrnine the cooperaivesT administrative capacity...with
 
particular attention to the amount of technical and management
 
assistance and trainIng reqidred,.
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iL) Ana].sis., IFICOOP 1ill malke surethat the ceeperative is legally permitted to obtain a lean, TheAnalysis ill also ensure that the various guarantees offeredCepresent legally transferable properties or tpr assots 

iii) .s A complete analysis.,f the cvcperativets financial position will be made en the basis'f (1) balance sheets and profits and loo-s statements for the lastihree years, and (2) the cooperative., fin-ncial projections over
the life of the proposed loan,
 

The results ef the above analyses dill beInco1verated in credit reporta form and subittted to the LoanI omaIttee. (See Annex IIIP Exhibit 2 for saunle cre&it form:.) 

c) Appr1eva., The Loan Co.nmittse ill considerthe :n.),licatien and make a deci.sion,. If the decision is faoerablethe 1oan agreement (Annex III: Exhibit 3) setting forth Lhe termstof t'..e loan will be prepared by the Treasurer or the Legai. Counsel
for )ogal sufficiecy, 
 The note and security instruuents will be
 pre red under the supervision of the 
Logal Counselor 

In addition to the clauses indicated in the Lean
,'grfewfot form. a.o.agreeents will contain9 the felc,.wng: 

i) The purpose of the loan,. 
ii) The disbursement procedures and the

conditions ,irecedeynt to. each disbursesnnt.,
iii) Ytcthod of ropaynent including readjustient

provisions, if app.icable,
 
iv)' The right of IFXCOOP to inspect the project.
v) Default provisions..'


vi) The guarantee provision,.
 

In the case of a facility mortgage lean, an inspeotion and appraisal., and a relpert thereon, .rill be ade in the ccvrse of processing the application.
 

When all documents have been prepared they will besett to the applicant for signing., 
 In 6a.case of leans involving
semxity dccuments. it nmy be desirable for the Legal Counselor, orociz other IFICOOP representative, to close the. .oan at the head
quirters of the applicant,
 

The Treasurer ill make advances under the leanal reement lremptly after all locjuments have been completed and signed,: 
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The above description reresents normal o'perating 
procedures., IFICOOP is establishing certain loan amount levels uthich 
will somevht alter the procedures, Certain cases will require final. 
approval by the ecutive Coimittee and the Board, Once these levels 
are established, the following approval procedure wil. be used: 

Short term loans up to a certain linit wrill be 
approved by IFICOOP management 0 The credit 
form will serve only as information for the 
Lean Coittee, 

Medium and long tea leans up te a certain liit 
will be approved by the LUan Cc:;imitteer, Simi
larly4, the Loan Comittee m.y approve short term 
credits that exceed in amount the authority of 
IFICOOP ' a zmnagement-

Medium and leng tern loans 'that exoeed the Learn 
Commtteo s authorized liuit cill beui. ". 
to the Executive Conrnittece. 

Relatively large *Ioans ill be sund.t'.ed to the 
Board for approval,,
 

r,,.Trchn5.cal Assistance 

As i3dicated previeusly, V70000 tri:tl be.uitilized 
for a U.. S., expert to vor with IFICOOP for a period of 2 yoars, He 
iIl guide overall policy and advise on operating p-c.edures., This 

advisor will be pernitted to sit in on all IFICOOP Doard, Exocuti.ve 
Committee, and ranagement mectings., including those of the Loan
Cemdtee ° 

24. ELO ect Assistance 

In gcner;,L, cooFerativcs in Chile can identify their 
own investr.unt needso Howevor.3 many of these cooperatives de nct 
have the financial or staff capability to fur-culate speuifiu rroje!-s, 
As a result, IFICOOP has received Pmx ill- cantinue to receive ,.;3rth
while itivcstment reqL-usts whih cannut be approved because of tbu ia,: 
of sufficient technical, oconnd.os, and financial dtta, There is a 
great need, therefore, to utilize experienced private firm.in and 
organirz.tions to a.ssiat applicants in th3 final preparation of proj,-.-s 
and to participate in combined pregra's of project execution and on 
the job training until, the borroniing coopecative is in a position to 
complete the project and manage it competently, 

http:oconnd.os
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The USAID has estimated that at least 5% of the proposed

AID loan ($10*000) should be used for the above purpose.., In additior,
 
to ensuring successful formulation andl completion of project3, thorehy
minimizing the credit risk associated with IFICOOP's leans.; the USA
sees three additional advantages to this technique., They are: 

a) Technical assistance as necessry for the form'ulation 
of approved projects and for initial execution will accelerate we of 
AID loan funds for sound development purposes,
 

b) The use of these funds for contracting private firms 
and institutions will bring the Chilean private sector into action 
cmd make mere efficient use of existing human roseurcos., (Rccent 
experience imnder the feasibility study loan has dmeinstrated that 
there are many well.-qualified Chilean consulting firms with experience 
in the areas of agricultural project plaming and marketing nnlysis..)
 

c) IFICOOP wUfl be able to contract private firms to 
perform general programri.ng studies. which will assist in identifying

high priority projects., Certain projects so identified may be 
boyond the finmncial capacity of IFICOOP:, In this case~contracts 
for a e-etilad feasibility could be cntered into with the objective
of eventually submitting the project for external financing.. 
(Possible examles: UNICOOPO SODIMkC. a national FE .mnrs' lyholes.e
Supp].y business) Another e-xwi7le is the rural, electric cooperative 
project which AID is partially financing, 

Costs of technical assistance will be financcd through
IFICOOP loans as part of the project being fin.anced.-

LJN.1A.Jq.TrTTm 
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Tha previous s-ction of this paper stated or implied the
 
ossential justification of this loano The follwing discussion 
supplies additionwl fin-l background, 

The Mission believes that coeperatives can serve as fecal 
points for the organizatin of largo numbers of small businessmen. 
werkers, faL:n rs and consumars, to defend and promote their interests, 
influence official poliuy co.mpete i-th nonepolistic influenccs in 
the economy, and gain corinon ecen.uic and social benefits. The 
dovelpment of the cooperative movennt can bc! important in promutin
private sector grewth aild in femonting institutional cahanges in the 
structure cf the economy in line with Allimace cbjectives! 

A, Eonr ,ic - VstirutionP1 
ithough priority wdl., not nacessarily be given te 

agricultural ccoperatives. the agricultural sector will receive a 
substantial portion of the credits extended under this loan. In 
Chile, the greatest. need for' acceleraed capital forration and 
investment is in th, rural areias .-h~re the imbalance of inccno dis
tribution and the ins;titutional wc;cness of the ravl groups are 
prenounced, The rate of canpital foniat'lion. is low, There are 
deficiencies in tht ar.ricul.tural distributien system and in COG 
price control pc.li,.es for iajor corint.1ditis, The educational aLnd 

mangarial base is lacking. Other h-arpering factor~s inclule insecure 
tenure on th3 lvnd3 fragmented hioldings,: and s dl-scale xd lomrd .
izcd tincpzlivos As a result, agiicultura c ccounts for 27% of 
Chilfs laber force but coatributes less than :Lo5' tc, it-3 gross 
nationl prc.uct, S,.3ct foreign axchango must be utili.od to pay 
for the 20 of Ckilo'ts food requirements that are irme tod &'nul.13y 
Food ira-rts have u,.orc t0,10 tiX'ij)Ld in the lasz 15 years, whitje 
agricultural c.orlts dcclin sligtly ., 

&x-ap4ed production andi a better standart of livisg 
will require not rOnly awraiirn reoriai ant land tenure ciagcs but 
also the deyeinepncnt of cificient (,i-ercial ar.. ccvTcratiyc arket. 
ing, production, credit and consunmer facilitics-

Similar co,.,10Lcial -ndcooperative prc'duction an4 
marhoting institutions ere ruiqtrcd in the le,., income urban aroas 
uhere there I. a irge reservoir of uncmploymcnt an undoventp1oyed 
manpewer living at a subsi.stnco level. 

A nw.jor problem| fcr beth urban and rural. sectors in 
tvt in Chile thore is no iitegratcd natlontO. markct, and zarkctim 
facilities are PO-o C,tun--.oiatent 

UNCLASSIFIED
 

http:utili.od
http:pc.li,.es


- 14 UCLASSIFIED 

Since to date cooperatives in Chile halve been small interms of both members and capital, it has been almost impossible toeffect far-reaching ecuno:xics or to malke a strong impact on thenrrket, On- of the .rob.ers has been that there is no financial
intern-cdiar7 through witch capital coid7el be chatiaeled into thecooperativa movement. Although the Frei governmrent is takingmeasures to correct pricivg policies (the agricultural price inlexshould cxc.-dr the cont of living inder, in 1966) and to iT, ovCmarketing o:ganizations nd facilities, additional, credit facilitieswill be nccled for r.2oductive investTent, In addition9 the availability of -redit through a cooperative financial institution iwillprorote an ::.ncrease in cooperative m-.mb'oship and a re-struetuing
of the coop %.:ative neft;ork in Chile,., The USAYD believes that creditavailability on the basis of soind financial and technical analysiswill induce -ho smalle-r, less efficient cooperatives to join or formfederations,, This stru.tural reorgan.zation would greatly enhancethe cooperative movo;enat and bring t!ie real benefits of coDporativism
to more people.: 

!he creation of a ceopecrdtiva bnk to serve as afinancial intl rm:.diary det7oted exclusively to the financing of cooperative ente3p'ises has been a priority 'ission goal for almost fouryears, Coimmi-,eovl, banks are not orizod legally or ndministrativelyto provide for coopcrativc lending and have little interest in gettinginto this area. Com cial. ban) dep)sits (particularly in Chilebecause of the abruptness a:d m .anituci of the inflation) arc investedin short term loa-atiuglonns, Furtbermore, the decision tocreate a finanjial entity foi- cooperatives outside of CORFO possessesconsiderable liz-ical appeal. CORF0O'3 lending activities have beenand are like.y to continu to be sprtad taroughout the whole economy(withpossibly some h'.am)ha,being paced on loo:ns in the industrialfield)° Xoi,',;er,, COIFO lcnding to the priva-e sector for smalerprojects has been costly and CORFO has stated its intention consistently to rid itself of the admiuistrative burden that such lendingcreates, Th.1s point luis been expres:;ed c.early duriig recent negotiations witl CTOiFO corceru.aig the proposed Corporaci5n de inversiones(CI). Indeed FC rc.resentatives halve .dviscd CORVO to divest itselfof smaller projects,, USAID oelrotlati.ons further indicated tnat theCI will be pritcipally concerned wit h mediu: Judustr;L l loans($100,000 to $3,000,000) to established fir;iso COF0, therefore,iIl. specialize in overall project p..annin; and promotion iai confineits financing role to lurge projects which., although not i.niiediatelyattractive to private enterpri.se, are justified. by their contributionto the countiyvs bnlance of payments position and infrastructurerequirements, The large majority of cooperative investmecnt projects,however,, are e:rpected to fall b low the levels of CORPO and CIintorest, Also, a financial review of a cooperative 1-an application 
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would have to be ccmplewamted by a social approach to the project 
which would and should net be the responsibility of the CI. Clearly, 

toA specialized credit bank appears ",e be the most practical approach 
resources into the Chilean cooperative mevemcntosystematically channel 

The economic benefits to be derived from this loan are
 

widespread.: The Chilean cooperative movement is net only spread 
but its operations are diversified,.
throughout the entire country, 

Cooperative development bank lendirg will facilitate increased agri
the mzurketing and transpor-t of foodstuffscultural prGductin.,, improve 

te the major metropol.itan areas q and promote expanded urban food 
It hasq thus, the potential for a significantmarketing facilities, 

of Chile's extremely inefficientcontribution in lowering the costs 
marketing system. Although each of the cooperative projects is sr=Z:

what litilited in magnitude and scope, the underlying aconoic rationale 

for this loan is to create a mechanism that till provi. low cs. 
small and medium sized private sector enterdevelopmental crdits to 

diracted specifically ai: one ofprises., In this s1.ns-o this lean is 
the most crucial factors in future developmer .9 namely, increased 

private sector activity and greater entrepreneurial involveu:nt in 

Chile--n develement, 

D:. socir.I UA. Political 

a social and politicalThe Frai Adinistration enAsages 
the leweras well as an economic transformation in the situation of 

scctor,income population of Chile., H wover the loix-incom 
had little oppertunityparticularly in the ru'al areas4 has to date 

There isto participate in local goverriment Lnd cenmunity affairs, 
of rural community erganizatien and a traditionala weakness or absence 

to disregard rural opinions, There are no satisfactzrytendency 
channels throvgh which the rural ponluation can erpress its demnad5s, 

local needs and dosirc3; andthrough m.hich reforu can be adapted to 
through which the local population car. join forces ith , tional 

to make required services trere effective,. While organizedagencies 
industrial workers have considerable bargaining power2employees and 

been left out of thethe low.income rural and urban interesto have 
been unable to influence policy.governing councils and have 

strong roleThe Cooperative Development Bank will play a 
and political ends of the cooperativein furthering the social 

mevement, Ultimate success in influ3ncing official policy an:'. 

obtaining increased social benefits rll depend on the coopcratirc3l 

management and financial offectiveness in meeting the needs of' its 

members and tha strongthening of the cooperativesf position in tbe 
of Chilepolitical and economic framework 
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Sr.CTION XV - FINANCL'.. -CONDMTONS 

A. Financial Plan 

The proposed initial financing of IFICOOP is as
 
follows: (E03o26 $ 1) 

ADIJ) $ 3,650,000 

Danco del Estado 307,000 (1,000,000 escudos - equity) 

COIFO 61,000 ( 200,000 escudos - long term debt) 

Heriber Capital 77 ,000 ( 250,000 eprudos - equity)
 

1. Amount of All) Iean 

The amoult of the proposed AID loan is based
 
privicipafly en the following considerations:
 

a) A ISAID review of applicatio s already submitted 
to H,'IC00P, This review put partic-,lar emphasis on the follotring 
factors: 

i) The economic priority o the investment. 
ii) The aility of the applicant to execute the projecto 

iii) The amount that coilxd b: used during a 'twoyear 
period (6/30/65 - 6/30/67). 

b) The total availabil.ity of other financing. 

) $350,00 for technical assistance, regional 
offices (se S-ction II-D and Section V), and a U, S. exocrt° 

d) The political desirability of including as many 
type cooperatives as possible in the bsailc's initial loan poretfolio0 

In order to initate its own review of projects and 
determine a reasonable loan anoumt, the USAID requested HICOOP 
zoinagewAnt to submit a szmmary of all loan applications received. 
IFICOOP submitted the schedule of investments which is presented as 
MiEibit I to Annex V, This sehedule intricates that IFICOOP's 
investment requirauents, baea on initin.l I -an requests, amount te 
about $2, 000,000 for the three year period 1/1/65 - 12/31/611 
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The USAID infermed the management it would need more information 
concerning the applicatioesreceived as well as the applicants& and 
a new projection of actual resource requiroments based oa an IFICOOP 
analysis of applications which merit priority consideration from an 
economic and financial point of view, IFICOOP then submitted the 
schedule included as Exhibit 2 to Annex V as well as a table 
comparing the two schedules (Exhibit 30 Annex V). Although the 
second schedule red1uces the total investment roquirewont to $7p7035 6 80v 
the proliferation of lcnding fields has been maintained. 

In addition to the above, the USA1D received three 
page memoranda on each of 2.1 ceope:ratives or auxiliary societies, 
describing the erganization, its capital ani overall investment plans.
A brief resume uf these memoranda is presented in Exhibit 4 of 
Annex V; Most ef these coeperatives will recoive financing for 
projects during IFICOOP's first twy years of operatin 0 Portions of 
their overall investment pinne are therefore included in IFICOOPVs 
investment szhedule (Exhibit 2 ef Annex V)o 

With the above iformatienj, the USAID initiated its 
owm review and reduced the $7703,880 figure by $2.645,700 to
 
$5,057.,980 This review included an analysis based, in part, on the
 
USAID's past exparience with the propesed sub-berrewers, 

The resulting $59057;980 figure represented, in the 
USAIDts judgnanto projects of high ecnomic prioritys investment 
programs of technically andi financially sound cooperatives and a 
potential investnent portfolio truly representative of tWhc cooperative 
sector 

The problem still remaining was to estimate the 
amount of money which could reasonably be expected to be disbursed 
witbin two years. IFICOOP's own estimwtes are included in its 10 year
projection table (Exhibit 5p lrnex V) Which indicate disbursements 
of $ 1,700s000 in the first full year of operation and $2,l00;000 in 
the-second. The USAID believes, however, that in view of the
 
aacessity to meet conditions precetent and the fact that most ef the 
proposed projects still require feasibility studiosf it will be 
difficult for IFICOOP to reach the $10700a000 level during its first 
year. 

In view of the above, the USAID believes that a 
$1,200,000 figure for the first year's operation is more realistic 
while the $20100,00O projection for the second year could be achieved, 
The total recommended loan, therefore# is as folewa: 
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First year disbursements 1,200,000 

Second year disbursements 2,100,000 3,300,000 

5% Technical Assistance (See Section II-D) 180,000
 

U. S. Expert 	 70,000
 

5 Regional Offices (See Section V) 100,000
 

TOTAL AID LOANS 3,650,000
 

In calculation of the above amount the USAID also considered
 
that interest and 'eadjusted principal repayments during cY 1966 could be
 
applied to 1967 lending requirements. However, it was decided that very
 
little would be available for relending for the following reasons:
 

(1) About E° 900,000 will be needed to cover operating
 
expenses and reserve requirements during 1965 and 1966.
 

(2) 	Few loans will actually be executed in 1965 due to
 
the time required to negotiate the Loan Agreement
 
and for the borrower to meet conditions precedent.
 

(3) 	Disbursements will be spread out over 1966 with
 
the bulk in the last half due to (i) the normal
 
time required to initiate lending operations, (ii)
 

the need to complete feasibility studies in most
 
cases.
 

NOTE: Although the investment projections in the schedule (Exhibit 2,
 
Annex V) are stated in escudos at current prices, no attempt has been
 
made to readjust costs due to inflation since the AID dollar loan and
 
the depreciating exchange rate should compensate for cost increases.
 

2. 	Other Financing - The GOC
 

a) 	Program Loan - PL 480
 

An estimated total of 269 million escudos will be
 
generated through $ 70 million of the 1965 program loan and $15 million
 
of Title IV, PL 480. The USAID did not negotiate application of
 
these funds to IFICOOP in the 1965 budget for the following reasons:
 

i) 	The USAID had no intention of recruiting a U.S.
 
Cooperative Bank expert to assist in the
 
preparation of IFICOOP's loan application until
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The
the institution received full legal status. 


decree establishing legal status was issued in
 

At that point, the USAID requested
October 1964. 

technical assistance to develop the loan appli

cation and estimated that very little project
 

lending would be effected by IFICOOP during 1965.
 

funds

ii) Although the USAID was certain that GOC 

would not be used in 1965, the desirability of 

insisting on GOC equity participation during 1965 
through the Program Loan, or in 1966, was still 

The idea of insisting on
being considered. 

direct GOC contribution in equity through the
 

program approach was rejected for the following
 

reasons:
 

It would have meant an increase in the program
 

loan since the GOC budget had already been
 

approved by AID (November 1964).
 

It would have generated escudos which would
 

depreciate in value with the inflation and
 

thus reduce the real contribution.
 

With reference to the 1965 program and PL 480
 

funds, the USAID entered into an agreement with
 

the GOC on February 24, 1965 (copies of this
 
As indicated
agreement are on file in AID/W). 


in the agreement, AID will be effecting a
 

greater degree of control over these projects
 

than in the past. Reporting and publicity as
 

well as audit and inspection requirements
 

will be part of each activity memorandum
 

jointly approved. The agreement would, there

fore, induce substantial GOC involvement in
 

the project which the USAID believes unwise
 

during the start-up phase of this institution.
 

In addition, the USAID feels that direct
 

GOC participation is not advisable in projects
 

which must clearly operate in a private sector
 

environment. This cooperative bank must
 

eventually be capable of obtaining other free
 

world financing. Over-dependence on fiscal support
 

could delay the Bank's progress. A good example
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is the Chile Central Savings and Loan Bank
 
(CaJa Central) which, until AID had induced action
 
under its second development loan, had done little to
 
develop a secondary market or engage in an active
 
savings promotion program. The Caja Central receives
 
EP10,000,000 annually from the GOC.
 

The USAID does believe, however, that goveriment support
 
could be appropriately channeled to IFICOOP through an
 
alternate mechanism. The USAID is also proposing a
 
$3.6 million loan to the GOC for the importation of
 
fertilizer. The repayments of sub-loans could be turned
 
over to IFICOOP as fiduciary. This type procedure creates
 
a bank/customer relationship and the GOC does not set
 
precedent as a permanent investor.
 

Iii) It is in AID's interest to associate itself as a forerunner
 
in Chile's cooperative movement. Indeed, the Chilean
 

-Cooperative Bank may well serve as an example for all Latin
 
America as has its savings and loans system. An indication
 
.of this probability was the May 27 and 28 meeting, in
 
Santiago, of the International Institute of Cooperative
 
Financing (IIFCOP). This meeting represented IIFCOOP's
 
first direct participation in the review and appraisal of
 
a particular ecuntry's investment proposal. The results
 
of this meeting are presented in Section VI.
 

iv) 	Due to the institutional nature of this loan proposal,
 
the USAID believes a project approach is required to effect
 
the necessary controls and technical assistance provisions.
 
It would not be advisable to share this responsibility with
 
the new government whose social objectives and political
 
motives might induce policies counter to effective
 
investment resource allocation. This project approach is
 
in line with a major AID objective which is to reduce
 
the need to rely heavily on program lending.
 

B. IFIC0OP Lending Terrs 

i. Loans will be granted on a short, medium and long term 
basis. Short term loans are those for one year of less; medium - from 
one to five years; and long - 5 to 10 years. 
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fc The USAID bel-+ieves(u sectiton X"V0 belo or details). thar1sation 

%M xt=on shrtterm loans will iresult isme;decitalf hes
t'for Ai, maximum percentage rel
 
_ 

!{!itportfolios I addtion,+ I.LU has agreed not to roll-over :short term:i 47i:!i
>5-' i can be demonstrated that such action isvarranted by .tsun'le 

aolrtm.tnc, beyondtthe control of the borrower) which have precluded
 

thte b tl, has projected actual
diCCOP period.
1tt t ( nedotat about 13 of te total loan portfolio. ee .h ., 

the Mdsumes and n term loans will bear intrest eat%) 
but vion alsebe readjusted annually in liur wtth anpeicntgex t o i 

ore to by the Borrower and IFCOOP. rolr 
* it cn dlbn term'oans' ill n t be granted int by.r.4it a "less 

@5 b the of the proposed projectaountmas il@o o cost 

pyme ithUnsecured loans -eiy one unsecured loan may netctua 
sOr t of tOalt abolte and reserves.aln o li 

bu i. o Reaustmentr -dThe system of readjustment in Chile has. 

s MI~r~boml succesfl.~l Although OM applied various indexes in.its !+.
 
MUe e tot formers none were consistentlyable to ensure.. 

actualdi values loaned. n windexes varied widely over a 10 
yearts ezde with the movement ofone bearing little relationship to 

awthru. at y the indexes turned out to be, depending on the date 
0Ote l ofneither favorable or detrimental to the farmer. As a result, 

Ult F6 removed the readjustment feature for all loans under 5YearO 


The principal reasons for past failures with respect.

been theuse of price indexes
 

at,a U e4i , increasingto Uee auc' capacityfarmersto repayhasexpenses were a more rapidem the 

wnl due to agriculture price controls. It is
rates W va sltuaton will change with the new government which
Mooted ohat thia 
Me, periold t t oet o l more in line the restrigces sith 
a the. e mAca (t is estimated that the agricultural rice Index will 

* a i000e hefres'epneswr ncesn at amo erapid 
oawte o ot of livin index by 19.The USeD understands that , 

the rceslas 00 It rv pooaijlty Ofeadjusting agricultural er 

to the price fluctutons f faiues (i.e.t fertilizer 
e t thal t hbis eta)i Should ulch a system be developrn nth 

has prauseO toabrinaprice Indexes would more inalin ith thefrest 

.... .sa_ cIntuml potntial and greatly improve his ability to repay. 
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Therefore, a system of readjustment based on various indexes, which
will be applied according to the nature of the loan, may be workable.

Naturally, the success of the government's plans to halt inflation
 
over the next 4 years is of the utmost importance to IFICOOP, which

still will run the risk of some decapitalization with respect to agricultural loans insofar as agricultural prices will have to be raised
 
gradually.
 

IFICOOP's preliminary idea is to apply four indexes of
readjustment to its loans. 
 They are:
 

i) 	The dollar -'loans will be readjusted according to
 
the escudo/dollar relationship when projects
 
involve exports.
 

ii) 	Wage and salary index.. This index will be used for
 
loans connected with housing construction (also

used by Savings & Loans system).
 

iii) Consumer index. 
Loans to conoumer cooperatives,
 
credit unions, artisan and fishery cooperatives
 
will usually be based on this index.
 

iv) 	Agricultural index. All cooperatives involved in
 
agriculture will be included under this index.
 

C. 	 Financial Analysis
 

1. 	Total Project Cost
 

Proposed initial capitalization is as follows:
 

( 0 	3.26 = $ 1) 

AID 	 '*$ 3,650,000 

Member Cooperatives 77,000 (250,000 escudos)
 

Banco del Estado 307,000 (1,000,000 escudos)
 

*At 	least 20% of the AID loan will be used for U.S. procurement.
 

The membership capital of 250,000 escudos is required by law
 as the minimum capitalization for an institute of this type. 
125,000

escudos has been paid-in and the remainder will be paid-in by the end
 
of 1966.
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Thu 	 Banco do. Estadc's ,quity par.icipation Wil1 be paid 
.in over ..i- ,'e- period ,.'iig 12/31/67,, YIF.COOP will pay a 3i 
annual divid2nd on this invstmnint Bcneo del Thstado uil1 have only 
on3 vote in o%general assc:'b.y inceting and will not participate in tiho 
cwv]i;tion of tht Board of Diructors, 

IFICO0P will also ro-ei*e a 200,000 escudo. loan from 
CORFO to cover initia oporatinu ex--pnseso TILis loamn xIlL be granted
for a 6 year term with interest calcAoted at 75% of the cn.r;i. l 
bakidng rate during the first ycar.. 8W, the second year.. 9O tho thi:.d 
year and )00% :htreafter,, 

It should be noted that IFICOOP trill be receivin.g akd.
 
itional fThds for relonding throgh exdjuso'.be savings... It is
r 
expected that ris nechanIsm will oiiabl. tlo Institute to take full 
advantage of existing liqidity withik the coperative moveaent.. 

2. 	 Debt/Fquity Ratio 

The resulting debt/equity ratio (including the CORFO loan) 
approxinat!s 9,.6 - , In its re-iew of the IRR, ashington recononnded 
a =ximtun loan of $ 3000000t, The USAID hms requested additiounal 
funds on the following basis: 

i) 	The application of $ 3 rm.illica (less about $350000 
for technical assistance) would not pei-it the 
degree of loan divor3ificatio:i required during the 
initial financing stages IFICOOP^'s ability 'o l-Ioad 
in all cooperative s,ctors will be a rain stimulus 
to attract now mcntbe:"s, At present, IFICOOPcs 
membership is limited to 96 coopcratives. Capital.. 
ization wi.l incre:as e considerably once operations 
begin:,
 

1i) 	IFICOOP will charge mu additional fee of betimen 11 
and 2 on all outstariding loans for capitalization 
purposes, On the ba;iis of I- , IFICOOP projected 
an adition to caitil of Eo 700,000 over thc. nw,t 
ten years,, On AID/WSa suggestion...the UAID urged 
that AID fiuds used for shor:t term credits bear the 
additional 2] chargo, Sin.e .xdiumand long torm
 
loans 	are readjuztab".e; thra use of 2-6 was not 
deeried advisable for these credits..
 

iii) 	 The AID loan will bc two-stcp It is recomended 
that IFICOOP receive 25 year terms with a 10 years 
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grace period and interest of 1% during the first 10 
years and 2-i thereafter. 
Under these conditions,

it seems unrealistic to treat the AID loan as long
term debt in the true sense of the term and apply a
 
hard and fast debt/equity ruling.
 

iv) During the 1.1y 27 and 28 review by the Inter-America 
Institute for Cooperative Financing, the U. S. representatives stated that a 10:1 debt/equity ratio 
was not unusual for cooperative banks in the U. S.
when operations were initiated. 
It was further

stressed that no real guideline exists in determining

debt/ecuity ratio for this type of institution.
 

v) Tne usual two step loan compels the Borrower to repay
to the Government in local currency at the exchange

-rate on the day payment is due. 
 In Chile., this

exchange rate risk is significant. IFICOOP is
presently negotiating with the GOC and hopes to be
able to repay one half of the loan in the original

amount of escudos disbursed plus an c, annual
interest fee. The second half of the loan would berepaid according to the normal formula. If approved,

this would reduce IFICOOP's debt position in real
 
terms.
 

vi) A condition precedent to disbursement over $1,200,000
will be included, which will require that the Borrowexdouble the capital originally provided by its member

cooperatives. 

3. Financial Projections and AID Loan Terms 

IFICOOP's ten year balance sheet and profit and lossprojections are presented in Exhibit 5, Annex V. These projectionsare based on a _15,G000,000 loan with disbursement over 3 years.
 

Operating e::?enses expected to average $80,000are 
annually over the next 10 years. 
The breakdow4 is presented in

Exhibit 7, Annex V. 

IMiCOOP has not yet established a reserve for bad debtsexclusive of those funds resulting from Net Income. 
The establishment of such a reserve (between 2 and 5% of total loans) will be a
condition to disbursement of AID funds.
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The USAID is proposing 25 year terms (including ten years
 

grace) with interest at 1% during the first 10 years and 21$ thereafter
 

for the following reasons:
 

1. The loan from CORFO to finance start-up expenses will
 

,put somewhat of a strain on IFICOOP during the first 6 years.
 

2. The extension of short term loans at 16% interest (not
 

including the l to 24$ for capitalization) will result in a degree
 
.of decapitalization.
 

3. Durlng the first 10 years of operation it will be necessary 

'for IFICOOP to extend as many credits as possible in order to establish 
,atrue proliferation of lending fields and attract new members. For 

.this reason, it is felt that the Bank should not be burdened with
 

.amortization payments.
 

4. The operating costs of regional offices has not been 
included in the financial projections. The USAID bE;.ieves that 
IFICOOP's success in attracting new members w~ll ncessitate the 
establishment of several regional offices in a3diti.in to the original 

5 throughout the country. This would require considerable investment 
by IFICOOP.
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SECTION V - I ITATION PLAN 

A. Conditions Precedent to Disbursement for U. S. Advisor
 

1. Usual legal requirements (legal opinion, Borrowers'
 
representative, et-.).
 

2. Evidence that a U. S. advisor has been contracted.
 
I 

The USAID hopes that a draft contract can be ready by
 
the end of June for negotiation in Santiago. It is expected that a
 
temporary advisor will be sent to Chile for 3 months in order to assist
 
the Borrower withladditional conditions precedent to disbursement (see
 
below). Foundation for International Cooperative Development advisors
 
have suggester cLis technique since it may take time to find a per
manent advisor.
 

The USAID believes that the above conditions can be
 
met by August 31, 1965.
 

B. Conditions Precedent to DIsbursement for Sub-Lending
 

1. IFICOOP will submit a copy of the Board of Directors'
 
resolution defining the delegated responsibilities of the General Manager.
 

2. IFICOOP will select a treasurer satisfactory to AID.
 

3. IFICOOP will establish loan approval authorities for 
the management, Loan Committee, Executive Committee, and Board of 
Drectors. 

4. A satisfactory procedure for the transfer to IFICOOP
 
of escudos generated under the proposed AID fertilizer loan.
 

5. The establishment on a basis satisfactory to AID, of 
a reserve for bad debts. 

6. An Agreement with the GOC concerning the method for 
repaying escudos under the two step procedure. 

7. AID approval of individual loan limits with respect
 
to total inventory or working capital requirements of a particular
 
project.
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In Ecuador, the Bank is not permitted to loan in 

exdess of 5rp? of the total inventory or working capital cost 
require-


The USAID believes that this relationship is too conservative
 ment. 

for Chile and will negotiate a more realistic level.
 

8. AID approval of a naximum percentage relationship
 
the total loan portfolio.term and unsecured loans andbetween total short 

a view towards minimizing the risk of 
This level will be negotiated with 

without seriously endangering IFICOOP's ability to
decapitalization 
meet priority financing requirements.
 

of the EP 1,000,000 equity participation by
9. Evidence 

Banco del Estado.

10. Evidence that IFICOOP has received a 200,000 escudo
 

loan from CORFO.medium term 

AID approval of IFICOOP policies and regulations with
11. 
from other financial institutions on behalf
 respect to guaranteeing .oans 


of cooperative members.
 

At present, IFICOOP is permitted to guarantee
 

individual loans up to a maximum 24 of Capital and Reserves 
with
 

The
 
the overall authority not to exceed total Capital and 

Reserves. 


USAID believes that such guarantees will require analysis 
equal to
 

that given ordinary loans and is concerned with the possible 
volume
 

of guarantee activity during the start-up phase of this 
institution.
 

advisor during early
Assuming the arrival of a U. S. 

September 1965, the USAID believes that the above conditions precedent 

can be met by November 30, 1965. 

Condition Precedent to Disbursement in Ecess of $1,200,000
C. 


It is anticipated that the Borrower will be able to disburse
 
In order to receive
$i,200,000 during its first year of operation. 


additional funds from AID, the Borrover will have to 
increase the members'
 

The escudo
 
capital to the equivalent of $150,000 (more than double). 


amount will be calculated at the exchange rate on the 
day that a total
 

The capital collected through the
 of $1,000,000 has been disbursed. 


1 - 2 loan charge will not be included in the calculation. 

D. Conditions precedent to Disbursement for Regional Offices. 

offices. The 
1. Justification for selection and location of the 5 
USAID has been informed that this information is almost 

completed.
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2. 	Description of the regional offices' operating
 
procedures and the policy guidelines established by IFICOOP for their 
operation.
 

The 	USAID understands that these offices will
 
operate with a staff of about 3 people under the supervision of a 
manager. Each region will elect an advisory committee representative 
of the member cooperatives of the region. If the regional manager
 
recommends against a loan application which the committee insists
 
should be approved, it will be referred to the Board of Directors.
 

3. oAID approval of the proposed office staffs. 

4. A breakdown of costs for the 5 regional offices.
 

E. 	Conditions Precedent to Disbursement for Technical
 
Assistance
 

1. A full description of the procedures for contracting
 
private firms to conduct feasibility or planning studies.
 

2. 	A description of the procedures to approve firms.
 

3. A standard contract for technical assistance services. 
These conditions should be met by November 30, 1965. 

11. 	 Special Covenants 

1. Housing construction will not be financed under the 
loan. 

2. 	 Land costs will not be financed by IFICOOP. 

3. A minimum of 2ap,of the total loan proceeds will be 
used for U. S. procurement. 

4. The Cooperative Bank advisor, or other AID appointed 
representative, will be permitted to attend all meetings of the Board, 
Executive Committee or Loan Committee for a period of 5 years, 

5. Unless AID otherwise agrees in writing, AID will 
approve all loans exceeding $75,000 for a two year period beginning 
June 30, 1965. The Borrower and AID will mutually agree to a procedure 
thereafter. 
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6. Administrative costs will not be financed unless it 

can be demonstrated that such costs are part of 
arigenerated'by the
 

requirements of a particular project.
 

For a period of 5 years from the date 
of signing the
 

Loan Agreement, AID reserves the right to:
 
7. 

Appoint an observer to attend all meetings of
 a. 


the Bo.qrd of Directors.
 

Approve any General Manager appointed by the
b. 


Board of Directors.
 

Approve any change in the policies of IFICOOP,
 

particularly with respect to interest rates, 
dividends and capital

ization requirements.
 

Approve any major organizational changes 
including
 

c. 


d. 


the establishment of new offices or hiring 
of additional staff.
 

AID shall approve any change in the by-laws 
and all
 

8. 


national decrees which specifically affect 
only IFICOOP.
 

AID shall approve any additional borrowing 
by IFICOOP.
 

9. 


AID shall approve any request for a feasibility 
study


10. 


when the cost exceeds 5% of the estimated 
total project cost.
 

UNCLASSIED
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SECTION VI - RESULTS OF THE MAY 27 AND 28 REVIEW COORDINATED BY THEINTER- 'RICAN INSTITUTE FOR COOPERATIVE FINANCING 

The following major observations were made during the two
day session:
 

1. The~e wF.s 
a general concensus that while the direct
mail vote was necessary for the election of a Board of Directors, the
geographical make-up of Chile justified a system of representatives
for Cooperatives outside of Santiago during general assembly meetings.
It was agreed that the proposed system whereby a representative cannot
represent more thn 5 cooperatives, was equitable.
 

2. 
The Committee unanimously agreed that it may be
necessary for IFICOOP to raise its maximum loan limitation, which is
10% of Capital and Reserves plus 2% of long term debt. 
 IFICOOP
management agreedthat the statutes should be changed to permit the
Board of -Directors to approve exceptions.
 

3. The committee thoroughly discussed IFICOOP's inability,
under Chilean cooperative legislation, to withdraw voting rights from
cooperatives which are not borrowing from the Bank. 
It was agreed
that IFICOOP should obtain a change in its statutes which w.ald
require the cooperatives now participating to maintain 1% of their
capital and reserves in IFICOOP shares in order to retain their vote. 

4. Housing cooperative eligibility wasconsiderable debate. the subject ofNo unanimous conclusion was voted.
 

5. The debt/equity question was discussed and it was concluded that an initial rate of 10 
: 1 was not unusual during thestart-up phase of a cooperative bank. 

6. 
There was general agreement that the cooperative movement in Chile had achieved a degree of progress far greater than that
experienced in other Latin American countries. 
The committee members
were particularly impressed with the degree of diversification in the
Chilean movement and IFICOOP's success in bringing the various

cooperatives together.
 

UNCLASSIFIED
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.[..QQP11_td_INSTITUTE FOR COOPEATIVE FINANCING June 18, l965 

Constituted and modified by public writs dated respectively
 

June 15 and September '9,1964, and legalized by Notary Public, Fernando 

.Escobar Vivian, of Santiago.;" The existence of this Institute was autho

rized and its social status approved by Supreme Decree No. 1,282 dated
 

October 28', 1964 and published in the Diario Oficial of Nevember 27, 1964.
 

Santiago.1964. ST..ATUTES," Institute for Cooperative Financing 11 TIC00?" Ltda. 

'TITLE I 

Name, Address, Duration•and Objectives 

Art. 1 An.aukiliary cooperative corporation was created under the denomina

tion "Institut.e for Cooperative Financing, IFICOOP Ltda.", and in accordance 

with Art.1221 of..the General Law on Cooperatives - ?,.R.A. No. 20 dated 1963 

andSupreme Decree No. 1385 dated in 1964; this corporation is designed to
 

handle the financing of cooperative organizations. Its initials "IFICOOP"'
 

may be used in place of the full title.
 

Art. 2 The Institutefs main office will be located in Santiago; its branches 

or agencies may be established at any point within or outside the country. 

Its duration will be ihdefinite and its purpose the following: 

a) 	To render financial assistance by means of loans over periods not to 

exceed 10 years to those cooperative entities in a position to meet 

requirements in regard to adequate management systems .and solvency.. 

The 	 Institute may also render indirect financing assistance through 

the granting of guarantees.. 

5) Fimancing and promoting capitalization of referred .cooperative agencies 

*and issuance of savings quotas subject to the General Law on cooperatives
 

or for placement among those cooperative members who do not own personl 

or Institute quotas.. 
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) Finance and r'dmot', dir'ctly or indirectly, plans'fdi thd"r'Ationali•'U'~~.'.,...."..:.. .......... 
 .. .. ... . 

'ation and technical A *iqtinnofor the better development of entities 

subject to the General Law for Cooperatives. 

d) Acuupu znanuates or powers or attorney to carry out 'financial negotia
. . . . . • , . ... .. . .. , 7 ., . ,. : . . . . " . . ' 

tions, to administrate 
trust funds, or to carry out mandates for
 .. .. ..:. •' . .. ;, . .... .. . 

national, foreign or international financial' institutions and agencies
 

in.order to camalize resources, property or services -.
towards. cooperative
 

institutions; the limitation regarding length of repayment terms
 

specified under °(a) shall not.apply in such cases.
 

Promote and participate 

.thocooperative ovenent; and 

f)..Re.ceive values under conditions to be agreed upon by the Council.and ,... ',' . , ..' .. . .. ..... ... ...I.e..... . .:... ... 

C). .. in initiatives tending towards integiation of 

.. .. ..... .. 

celebrate all acts or contnracts ecessary.or advisable for attainment
 

of objectives pursued by the Institute in accordance.with the.General
 

Law of Cooperatives and the Regulations thereof.
 

ITLE II"
 

Regardinhg the Members:.and Capital:
 

Art. 3 Memberbiof the Institute'may include',cooperaiivs and other.
 

.:institutions subjecttto the'General Law of Cooperatives; also public:and
 

'.private,:entities,-which. under their statutes, are classified'as non-profit
 

.organizations. 

.Artv..4 ".The :status*.of .member :is .acquired by submitting appropriato applic

ation to the Council and, once this is accepted, .underwriting the requisite 

,.number .of sh.ares....Tho-res.ponsibil-ity of cach member for; obligations ', 

. ontractcd bY :the.,Institute is limited to the value of the shares under

,..written by said nwmber.. 

http:ecessary.or
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Art.5 Members may resign at any moment, but the right to do so may.be 

suspended in cases of liquidation, bankruptcy or suspension of payments-

on the part of the Institute. Refund of members' contributions may not 

be demanded before expiration of a lapse of six months after their r~esig

in any case, refund will be subject to availabilitiesnation or withdrawal; 


in the returned shares fund and to the condition that said refund will.not
 

imply decrease of paid-up capital according to the provisions of.Art. 8.. 

Art. 6 Further to members' obligations under the laws and existing statutes, 

they must also comply promptly and fully with their commitments to the 

Institute, attend the meetings to which they are summoned, carrying out their
 

part of agreements reached therein, and render every possible collaboration
 

towards the aims of the Institution.. 

Art. 7 Members shall enjoy the following privileges:
 

a) They may participate in elections of the Managing Council and the 

:'Vigilance C nrittee in accordance with provisions of Art'. 19; 

b) 	Subject to decision taken at General Assembly they shall receive
 

payment of an interest not to exceed 7% on their contributed capital;
 

this assuming the Institute to have a residue after referred interest
 

has been charged to expenditures.
 

c) Check on administrative and accounting operations through cxamination 

of pertinent books within the 8 days preccding the General Assembly 

which is to omit judgrent regarding balance statement. 

Art. 8 Capital will be variable and tnrestricted starting from a basic 

of E0 10 each and will be paid up withE£250,000 divided into 25,000 shares 

20% cash down, 30% at six months and the rer.anining 50,' within 2 years oi 

dates to be fixed by the Council. Nonial vluc of the hares ay ba 

rovaluated according to provisions of tho law. 
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The'Institute may not decrease its paid-up capital to 
an amount lower
 

*than that featured in .the last Balance Statement without express atthori

"zation':ot" do so from the Cooperatives Deparmert, inistry of.E.conomics,
 

Development and Reconstruction, or equivalent entity.
 

Art. 9 "Capital subscribed by the cooperatives may not be less than the
 

amount-of one basic monthly salary scale A of the Depar.tment of Santiago
 

fdr each'100 members'; no- 'less.than 1% of its accumulated capital and::
 

reserves, 'whicheve'r of the tw¢o amounts should 'be'thegreater.
 

In spbcil cases and with.the concurrcncc of 2/3 of the.Cooper4tivest 

Active m6mbers, different contributions may be .acc.epted for cooperatives 

'affilia~cd to'a Federation or Cooperative Union, provided that the. 

6ontribution-set for such Cooperatives are'not less than the sum of the 

minimum amounts they would have had to pay individualy under application 

of aforementioned.norm. "Federaiiofi6.:Unions, and Cooperative Auxiliary 

Societies joining thte Institute should'also directly:contribute 1% of. 

their capital plus reserves with a'minimumequivalent-to one...monthly 

basic salar'y scale A of .the: DePartment:of.,Santiago.. 

Public'-And private entities which according..to.;:their statutes.are non

pkofit, .rcfbrred under.'Art,." 3, shall,.contribute capital:, .an .amount to be 

determined by mutual agreement among.thcinterested parties. 

Aft. 10 fh order to negotiate'a-loan.one'essential .conditionis..that the 

b6rrow~r, in addition 'to'the minimum contribution.referred. to irr. the fore

going article; shall'have to his'.credit:anadditional contribution of at 

ieast 5% of the loan requested. ,It.will-nbt.-be necesary,to.repeat. ,his 

additional ecotiribution'. in its entirety for.ebath new' loan.negotiated, provideL 

that the relhtionship of total inte.-asts!.accrucd to referred' additional con

tribution atc' as specified in the Regulhzions. -:Refund .of. this,contribution 

http:according..to
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may 'not be demanded before expiration of 15 years as from the date on which
 

it'was made.
 

Art. 11 
 The savings quotas which, subject to agreement by the Members'
 

General Assembly and the Departmcnt of Cooperatives, may be issued by til
 

Institute in fulfillment of provisions under b), shall be subject +^ 
 '* 

conditions and formalities established by referred General Assembl,
 

TITLE III
 

Management
 

Art. 12 Management of the Institute -will be handled by a .Council c6mprised 

by not less than eleven nor more than thirteen proprietary membersand an 

equivalent number of alternates, elected according the followingto norms: 

a) Consumer cooneratives will elect three office-holding representatives
 

and an equal number of alternates. 

b) Savings and Loans Coo- s,Electrical Services, Miscellaneous 

Services and Housing Cooperatives shall each separately elect one. 

office-holding representative and one alternate, 

c) Farming cooperatives proper, dairy and wine producers associations
 

shall each separately elect one office-holding representative and one 

alternate. 

d) The Fisheries, Farm-laborers' and Producer Cooperatives shall jointly 

elect one common office-holding representative and ocne alternate. 

e) In aacltion to the eleven members referred to in the foregoing, the
 

Council may increase up to thirteen members for the purpose of achieving. 

a better integration of the cooperative movement or a fuller cooperation: 

tow~rAQ it ^'jectives. Alternate members .will retain their posts for 

a three-year term.
 



-- or 4,.--

Art.133 -.ouncil... members.... , -, r p a ed b r uv. "Coucilmeber hall beOcc sallbenominated for three-year termsmyb... of1 
re-elected. indefii 9 1., and, replaced * o 
 4 5.• in 
this last case, when,. 0e9.- ouncil was ea ,oigin i fh 

*es.: .. 
 . l s"a compemen of13-:memberso~~ 
-

f.ul 

Ar.4 Alternates s1hl eplacan! "i .. " ". 'oofice-holders in the same" k. " '" "*... ..." 

Fgroup in case of resignation, death, disability or other reason fordefinite discontinuation of the functi Mm o th.l a 
...... .......Mbers of the Cou a
.ons.. ) 

asthe manager, shall be bonded Wvder.thelaw. " 
. 

-!''Art.'J5 Each-.year the Council 
 ..
elect a president, a vice-president
 
;and a secretary; whose functions.wilA,be.carried oui' 
 to the 

regulations. .,, ,. ... .,j ,, 
**
.. '3.. 


.6..*.*:.,

'"Art.16 
Counidl will function with .the majority of 'its m'mbe"rs' and agre"emets 1 

f'ths 
 * "*j I'. 

mens wi 1 be adopted on an absolute 
 """ .jori.ty sa"ve'' in
 
those cases in 
 s uhtcheexistinsg
'u 'c o 'a secial.'qoru.m,

Art. 17 
The Council shall perform the, fo I %dutie' .. 

a). Top level management of -ocial' 
' otia. on ; . 'i .. . .":'""ot".ation&;.. "' .... :
 

b) a'e•decisions'regarding admitta--'-..... , ° .9* "n
. ..,,Anc.,U mpen--,'.cn.ers an" v- u~land--,.".'., '.: (: 
 •
 
:,:i'
increase,of or decrease of th 
" " " 
' '• s'-' ".m"- "'
 

established under these statutes; 
 . 

0 
• , . . .
 

6
.Chstitute special committees and desigrate their me2fbers, specifying 
th6ir functions;'' . . ., . ..
 

d) Contract d'or'and terminate''the services".of 
 tho mnagr'i-d othez- top 

- '.". ffcal of the society, and determine their dutie'...d' .esponsibi

e) Establ'sh whatever ±ternal regulations 'mayb deemed necess.ary
 
J1 

1V. * 

http:services".of
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) eccide distribution to be made of available 
credit resources among
 

the various activltles of the Institute;
 

budget and submit to the Members' 
g) Approve annually the expense 

inventory and balance
the Society's yearly report,Ordinary Assembly 

shA--' together with proposed distribution of surplus;
 

the Society judicially and extrajudicia"lly without impairment
Represent 

the Manager thereof, contracting commercialto the authority vested in 

-urrent accounts and savings and loan 
bank accounts, draing anu over-


Irawing on these, checking on half-yearly 
statements, contracting
 

idvances against acceptance, overdrafts 
and other forms of credit,
 

contract credits on current accounts 
and loan3 of all descriptions with
 

collect, draw, accept, reaccept, endorse,
 or without collateral; 


collection or in guarantee and without 
restrictions, discount., vouch for
 

protest and annul bills of exchange, 
checks, drafts and neaotiable
 

execute pledges, bonds and other guarantees; buy,

documents in general; 


sell, exchange and, in general, purchase 
and expropriate shares, bonds,
 

and all types of property, real or personal, 
establishing quality boun

daries, prices and terms of payment with 
limits stipulated in Supreme
 

carry directly!
cede and accept assignments;
Decree No.. 1385 dated 1964; 


third' parties the purchase and importation of products and 
or through 

sign contracts in connection with financing 
of negotiatio

merchandise; 


form or participate in other societies or 
cooperatives; let or lease
 

execute
 
property or real estate, substitute. compound 

and compromise; 


contracts for labor, insurance, deposit, 
freight or transportation or
 

pledge and mortgago
 
any"other necessary to the function of 

the Society; 


real estate pertaining to the Society, being 
empowered to insert in such
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contracts stipulative clauses anent overall mortgage security. For 

judicial purposes it shall be vested with the authority corresponding 

to the ordinary judicial powa¢r of attorney and the faculties stipulated 

in clause two, Art. 7.of the Code of Civil Procedures, .taken for grante. 

i) Create and suppress agencies and branches inside or outside the country; 

j) Establish the credit policy to be observed and the general terms of loans; 

or pass judgment on any matter provided for in present sV:atutes,k) Resolve 

the faculties of the Department of Cooperatives or
without impairment to 

the service representing said Department. 

1) In general, carry out any act or contract in favor or useful to the 

fulfillment of the Instituters objectives, within the limitations 

established by the General Law of Cooperatives and its Regulations; 

Art. 18 .The Manager shall hold the judicial representation of the Institution, 

Council, and furthermore, shall beexercise .the powers vested in him by the 

adnd.nistratively responsible for the correct functioning of the Institute's
 

transac.ions and services, for whichpurpose he will propose the administrative
 

and technical staff.
 

Art. 19 Every September the members will hold a General Ordinary Assembly
 

emit judgment on the report and statement presented by the
in.order to 

Council, to carry out procedures stipulated in Art. 12, to elect Councillors 

of the Vigilance Committee, and sowhen appropriate, to designate members 


hand~le.any other matters within the routine activities of the,Institute..
 

called by the ..The General.Assemblies, ordinary ar extraordinary, shall be 

President. an4 shall be considered legally constituted when the majority, of 

on second summions.)member cttend at first summons or with as many as attend 

absolute majority of votes of members presentAgreements will be carried on the 

or their proxies, without impairmeiit to the provisions regarding diseo).ution 
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Summons to the Assemblies shall be issued in two 
advertise

(liquidation). 


newspaper of the locality of the Institute. the 
last of
 

ments published in a 


these advertisements to appear not less than 
10 and not more than 20 days
 

prior to the date on which the Assembly is to be held. Considering this
 

addresses are on file at the
 same anticipation, meombers whose personal 

The summons may arise as 
Institute will be advised by registered letter. 


request by the Council; ora 
an initiative of the President or stomming from 

25% of the members.
when it is requested by not less than 

Reform.of the statutes and dissolution of 
the Society may only be dis

cussed at an extraordinary assembly called 
for that specific purpose. 

The-dissolution of the Institute will corform 
with provisions contained 

in the General Law for Cooperatives. 

Art. 20. At any voting which may take place, 
the members eitner individually 

the case may be, and Cooperative Associations 
of the first 

or in groups as 


grade in accordance with stipulations in 
Art. 12, will each be entitled to
 

a vote as members. Furthermore they will be entitled to additional 
votes
 

according to the following rating:
 

a) One vote if they have more than 1,000 and 
up to 10,000 members, two and
 

federations, union
 
so on successively for each additional 

5,000 members; 


confederations and auxiliary corporations 
shall be entitled to two votes.
 

The right to vote may only be exercised personally; 
but the cooperatives
 

whether affiliated or not, may deputize the 
correspogding regioral
 

in writing. Public 
proxy through specific mandate 

or union asfederation 

and private organizations indicated in Art. 
3 will be entitled to a vote
 

in accordance with provisions of the General 
Law for Cooperatives.
 

1 officewill be comprised byo members: 
Art. " &ao Vigilance Committee 

by each of the four
and one alternate will be elected

holding representative 

http:Reform.of


44 

--,ii ' - .
 - , , .. .' , 4,"r 'y. ..." ...
4 # 4' :': ' : :' '" - " r ' ; 

gros of csreer' er b d, A . 1 

- -¢-!'~ 4 44 ' , ", . 
, ," 

'94 ", 

4 
, -...ea:6h ofl144 these groups;, , . ... , ..4 . . , (iie.,, one, representative fromec.: • ,,4"4 grop wil be.;

4 .4 4 ~' ~ ~~ & '44 ,'44 

~~~nominated 
in turn as eachi one's ter xxe) as authorized ,by'theOrdinary
 

Extaodiar
or:* Yy,Assembl al r part of its functions may be porformed by-,
, •'.4
a firm . , .
 f private auditors. The members 'of this o • .---....
 ',".4,,.
ttee wil serve a one

:the meeting; ..... 

. •. Exhibityear term "- ,,f"i.
 

: r..22 If for any reason the members of th~e Council or the Vigilance 

-6o~~ ttee were 'notdesignatedoportunely the functions of those awaiting 'i
 

replacement would be .tacitlyextended until the corresponding elections

b.'theGe.,4'.Asseb.lyof4Mbers,.
 

' .... ' '"Art. '23:' The Minutes .. .. 4 to ' ubmi ..
of the Council shall be signed by all members attending r
 

te those
*ofthe Council ofMembers meetings shall be s 
 1gned
by the
 
"Prbsdrent the Secretary and three of the members and 
At ' 12 t bfesi
 

the Minutesethase will
unabletonated by theCouncil.s ogn In case any one obe ndergd
he Council membersi i betoby a
nct ino 


: ,4, , 
 ' . 4 . . . - , 4:.1 iii 2/a of the members attending that meeting. 
If expressly requested by
 

a
Councllor, the Minutes wll bear further the annotation of a
dissentient
 
Gnera 


vtwhenvrrasdi regard to any point ,there'in. 


by te Asemby ofMemers
 

...
 
'> At.oftheCoucilshal3 Te Mnute besiged y a.~. embrs ttedi Y 

; Art. 24 
 ,The Institute shall sbitothe Cooperatives Depa
-rtment.. of the i:.. . ;L''
Ministry of Economics, aevelopmrnt
Reconsfruction or.its proxy a quarterly
 

staewa firm of 
 os u t emrsfts Coaitt s il epren
 

LAt.2I f
thoInstitute shallthe sote 
o u lothue anc
 

mmepla 
 re wstd to does teDerunt
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TITLE IV
-.


cnefits. Transactions and Statements
 

Art. 25 The Institute will carry out all types of transactions as
 

required in order to attain its objectives, raising financial resources
 

and granting funding and technical assistance for improvement and 

expansion of the dooperative system throughout the country, animated by 

the principles and using methods inherent in cooperative techniques and 

doctrine.
 

Art. 26 The Institute, according to its Regulations and Supreme Decree
 

No. 1385 dated in 1964, can carry out all transactions required -ocom

ply with the funding objectives contemplated in Art. 2 of these Statutes
 

such as granting of credits on the basis of discounting bills of
 

exchange, pronmissory notes, collateral, mortgage or security counter

guarantees for transactions of credit by third parties on oehalf of any 

institutions subject to the General Law for Cooperatives who have 

complied with minimum quota requirements established in the present 

statutes; carry out any credit transaction compatible with its aims, 

sucn as handle or in general, carry cut any acts or contracts advisable
 

towards the attainment of its objectives. Loans will be granted on
 

--- justable or non-readiustable bases as the Council may decide.
 

For the purpose of obtaining resources the Institute may seek 

association with national or international public or cooperative 

agencies. 

Art. 27 Without impairment to the provisions contained in a), Art. 2, 

loan repayment trl shall not xccc 5 years. In qualified cases and 

with the favorablo voto of 2/3 of the Pouncil members, loans may be 
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nn terms longer than 5 years 
but not to exceed 10 years.
 

grent-M 

-
1 ' ""fnnrea as of
 

The annual .statement.of the 
Institute s'


Art. 28 


June 30 of each year, and.any residue 
shall be distributed as follows:
 

...


) 10% to legal reservqs fund
 

) .5%to returned s.,..,,.
 

); 5%to returned cooperative fund
 

and
 
) 30% to .fund destined to 

cover credit risks; 


divided among members in proportion
) 50 , remaining..to be 

interest.naid by them on loans 
granted by the Institute.
 

1rt.. 29...Shars and savings 
quotas may not accue more 

than 7% interes't
 

)er year.und.r the General 
Law for Cooperatives. 

rt. 30. Loans granted from 
funds raised by emission 

of savings quotas 

hall .accrue whatever readjustability 
may be necessary to guarantee 

the 

valuation .of.said.quotas..
 
Li,,shall include a comm~u 

contract agropmantsArt. 31.,.The..loan 

part of.ihe,cooperatives 
to copply with inqtructions 

issued by the 

Institute .A :.ear. tn the economic, technical, adindistrative 
or 

accpunting aspects, also 
.to permit whatever inspection 

or examination
 

,the..Institute" nay'deem .necessary. 

of all their proper%
to the valueshall. rpsnond up

SAr nmembersThe. 
and may not nuy ,,, pledged,guarantees:.tney.and. al. real,.or.pPrs.o, 

appeal to limitations of 
any nature merely on the 

grounds of their
 

-status.-Ls,.sharoholders. 
with the Institute, shall not 

"nnflilutotal debtQf.- "" S..Th 
. Institwe

the capital and reserveb 
:oxcecd,in anymoment,.the 5%.,o 
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plus an additional collateral of 5% of such capital and reserves when 

'debt is secured with real guarantees of a value over 'the 50% of the 

amount of the loan, in excess of the additional 5%. 

TR\%NS!TORY 1 .v0, O_.S
 

Art. One.- The following Acting Council will be designated to funct!
 

until the 1966 Ordinary As3embly takes place:
 

Representing.the Consumer Cooperatives. Office holders: Arnando Bri
 

Cerezo, Joaquin Morales Abarz6a, Guillermo Ronfeldt Brown. Alternate
 

Hdctor Castillo L6pez.
 

Representing the Services Cooperatives. (Savings and Loan Cooperativc
 

Electrical Services; Miscellaneous Services; Housing Cooperatives).
 

Office holders: Lufti Giadach Ghawi, Carlos Icaza Silva, Walter
 

Sommerhoff Rues, 1h1ctor Rubio Arenas. Alternate: Vicente Richard 

Bernard.
 

Representing Farmer Cooperatives. Agricultural. Dairy, Wine Producers 

Cooperatives. 

Office holders: Ricardo L0-1... T..-I,".. I 1 eld, 

Roberto Infante Rengifo. 

Representing the Fisheries', Country Laborers: and Producer Coopcrati 

Office holder: Enrique Serrano de Viale Rigo. Alternate: Carlos Vc. 

Errizuriz. 

Vigilance Council 

For Consumer Cooperatives; Offico holder: Alvaro Garcia Alamos 

Alternate: Ricardo Hcrrera Alamman.
 

For Savings &Loans. Electrical Servi as Miscellaneous Services and 

j.ausing Cooperatives. Office holder; Rend Astorga Riveros. 

Alternate: Isidoro Gil I.-dina. 
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. ... .
 LU k. -.ua-ry ana wine Froducers, Cooperatives., Office
 

Holder:. Juan P. Ar 6stQeui Sepdlveda. Alternate: AJfredo 
 iev uennet. 

For Fisheries. Farm Laborerst and Inroducer Cooreratives. Office
 

holder: Arnn&do Guerrero Garcia* Alternate: Fernando Elizalde
 

Gajardo.
 

This Council will be definitely terminated at the first election.
 

At tcne time or electing the first definite Council. lots will be cast 

to designate the three members of one ycarts duration in office, the
 

four members of two years' duration and the four for three years. 
 In
 

case the number of Council]nrq should be increased to 11- the first
 

year icur mcmoers will be chosen bv lot and forfive A years. 

Art. To.- Thc% rniinl mav decide te nniric-r as founding members thos 

who join the Institute vithin the first six months followinr the d.itn 

of the present document.
 

Art. Three.- After the Council has theadopted agreements regarding it: 

enlargement accordinz to nrnviginn 
"'nnaincd in Art. 12, and the
 

consequent designation of the new Councillnrz .01 '--tincnt data thor.
 

should be - .-
r-Ido !e o 
 (-""bers' Ordinary Assembly following 

on the agiuunus, 

Art. Four.- Facultaub arc hereby conferred upon Joaquin Morales Abarzo
 

or Enrique Aguayo 
endiborn to the effect that, separately or jointly, 

they may consign to public writ the Dresent statutr_ n-.L -het_+-


necessary persona-1ty before the Sunreme Govnrnmn.nt hnA'.-- nt the
 

modifications or clariications that may be proposed or imposed.
 

http:Govnrnmn.nt
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Art. Five.- The alternate members of the Council who were not elected 

at the Constitutive Assembly shall be elected ithin a period of 6
 

months as from the date of publication of the Decree acknowledging 

legal existence of the Institute. 
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riinntinnal 5reakdon and Description June 18, 1965 

of Cooncratives
 

Cooperatives in Chile are generally classified in tnree main
 

groupings. They are:
 

I Productioh
 

II Consumer
 

,III Service
 

T_ Produaction Cooperatives
 

Production cooperatives in Chile are further subdivided into
 

four groups. They are:
 

A. Land and Cattle
B; Artisan
 
C. Industrial
 
D, Mining
 

LAND AMID CATTLE- By far the most significant today are the Land and 
.. Cattle cooperatives which are composed of the 

following sectors: 

i) Agricultural
 
ii). Livestock
 
iii) Dairy
 
iv) Poultry
 
v) Viticulture
 

vi) Vegetables and Fruit
 
vii) Forestry.
 

viii) Fishing
 
ix) Peasant
 
x). Regional
 

Generally, the Land and Cattle cooperatives have achieved a degree
 

of organized administration, have substituted an attitude of collect
ivity where individualism and distrust prevailed, and have eliminated
 
the small, independent cooperatives which achieved little and incurred
 

high costs by regionalizing administration. Following is a brief
 
description of how each of the above sectors fit into the lending
 
program of IFICOOP.
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1. Agricultural Cooperatives
 

Agricultural cooporativesmembers arc thought of as those who 
engage in multi-product farming on land exceeding 50 hectares. 
Investments in this category will consist of the following: 

a) Equipment 
b) Silo construction 
c) Seed selection and purification plants
 
d) Packing plants 
e) Transportation facilities
 
f) Fertilizer production 

Disregarding working capital loans, IFICOOP believes that 
$650,000 could be loaned to this sector within the first two years 
or operation. 

These cooperatives are relatively advanced and are adequately
 

administered.
 

2. Livestock Cooperatives
 

These cooperatives are engaged in the breeding, raising and sale
 
of 	cattle and sheep. Investment in this sector will fitinnce the 
following: 

:, 	 a) Equipment and sanitary processing plants 
b) Improvement in systems of breeding, fatteningand slaughtering 
c) Increase in cultivation
 
d) Establishment of marketing outlet-. 

To date, IICOOP has received one top priority application 

relating to wool production for 	$ 40P1000.
 

3. Dairy Cooperatives
 

Dairy cooperatives represent Ohe most advanced sector of the 
Land and Cattle group. There arc 24 dairy cooipratives in Chile 
which own 50fo of existing milk plants and accounted for 4O,' of 
the 1964 total milk production of 700 million litrs. Lending 
activity will be based on the following objectives: 

a) Importation of machinery and processing; e.quipront
 
b) Installation of artificial insemination stations
 
c) Importation of prize cattle for breeding puiloos
 
I) Construction of iarkating facilities in zones of
 

highest consuiiption. 

To date IFICOOP has received loan requestn from 5 milk plan%
 
cooperatives totalling $500,000.
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4. Pultry Coo,-cratives 

At present there arc six poultry cooperatives in Chilo consist,f about 800 individual-producers. 
 This is one of the most underdeveloped areas of Chilean agriculture. In general, credit needs
 
will be as follows:
 

a) Installation .of slaughter houses
 
b) Construction of storage warehouses
 
c) Construction of plants to produce animal feed and


vitamin mixtures which are now imported

d) Fuel distribution plants

e) Co-t--tion of auction facilities for mrkptini
 

5. Wine Cooperatives
 

There are presently ±3 wiane cooperatives in Chile consistingof about 1200 wine producers. There are approximately 30,000 wine
producers in the coutry as a whole. 
Cooperatives control 10% of

total production which amounted to 490 million liters in 1964.

Investments are needed primarily in the following areas: 

a) Machinery and equipment

b) Construction of warehouses for storage, preservation
 

and marketing
 
c) Mechanization of bottling
 

IFICOOP has received credit requests from wine cooperatives
totalling $10 ,mllion. It is believed that specific oroiects exist
 
for $ 4.5 million.
 

6. Vogetable and Fruit Cooperatives
 

These cooperatives are composed of farmers who are located

relatively close to big consumption centers. Production normally

consists of fruits, vegetables and flowers. 
The average plot of

land is between 5 and 25 hectares. 
Future credits will consist of
 
the following :
 

a) Plants for washing and packing

b) Cold storage plants

.C) Transportation vehicles 
d) Secd and fertilizer
 

There are 10 fruit and vegetable cooperatives in Chile with
 
about 5000 members. 
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There are approximately 12 forestry-cooperatives located in the
 
;outhern zone of Chile. Although the country is abundant with
 
Lnsignis pine, there is a great.need for equipment. The possibilitie
.or investments are:.
 

1)" Planting and reforestation
 
b) Construction of sawdlls
 
c) Construction of cellulose and paper plants

d) Adaptation of lumber to.chemical industry 
e) Transportation facilities
 

8. Fishing Cooperatives
 

These cooperatives are concerned with the extraction, transform
ation and distribution of goods related to the fishing industry. At
 
present, there are 33 such cooperatives which account for 65% of
 
domestic consumotion.
 

CORFO has recently formed. an. auxiliary society called 'PESC00P' 
toassist.these cooperatives, It is believed that the principal 
redit needs are:
 

a) Installation of ice plants, cold storage and cutting rooms
 
Sb) Plants for the. industrialization of dry fish and by-products
c) Capital equipment (i.e., motors, spare parts and fishing nets). 

Tequests totalling $500,000 have been received from eight
 

cooperatives.
 

9i. Peasant or Rural Cooperatives
 

These cooperatives have been formed to organize the mass of 
rural families who do not speci4lize in any particular form of 
.agriculture or industry. Normally, these people are small land 
pniers or lessees with a monthly income of ab-ut$25. It is intended 
that credits ill be extended to this low income cooperative gz'jup 
for the following purposes: 

a) Small "ndustries
 
b) Animal husbandry 
c) Working capital to operate pig houses, rabbit-yards, hen

yards, etc. 

10. Regional Cooperatives
 

The Regional cooperatives represent a diffierent philosophy from
 
those presented above. This philosophy is based on regional organ
ization without regard to product specialization. The main objectives 
are regional planning and political unity. IFICOOP intends to extend
 
credits to those cooperatives which submit regional plans that 
demonstrate high degrees of marketing and production coordination.
 



ANNsX II 
Exhibit 15 
Page 5 of 7
 

income; 
In Chile, there are approximately 500,000 people whose 

ARTISAN - a result several
$10 and $40 per month. As 

fluctuate between This coop
have been formed on a cooperative basis. 

artisan.workshops Promotion Institution, a 
is being assisted by the Work 

erative sector of 
The individual cooperatives are 

composed 
non-profit organization. 


items are: working .othes,
about 40 people. The main production 

as bread; ceramics, thesuchcertain foodstuffsimattresses, 1there are t,, Iofurniture, reaper of shosc, . tinufacturc and 
The credit
 

operating cooperatives and ten 
in the process of formation. 


needs of this sector will initially 
ap rnimate $100,000 with the
 

following objectives:
 

of tools and machinesa) Purchase 
b) Purchase-of raw materials
 

c) Construction of workshops
 

d) Working capital
 

which has as its prime objective 
the encourage
 

-.INDUSTRIAL This group, 
probably the least developed.

medium industry5, is 
ment of small and 

in industry with the 
has been little cooperative experience

There 
recently organized ready-to-wear clothing factory 

exception of a IFICCof Consumo rsO Cooperatives.Federationinitiated by the National 
funds for industrial cooperatives 

will be used for:
 

a) The purchase of machinery and equipment, 
including transportationn 

and other costs related to the particular industry.
installation 

b) Building and factory construction.
 

IFICOOP estimates a loan portfolio 
of $1,200,000 over the next
 

Among these projects are included 
t.
 

three or four years for industry. 

clothing factory, slaughter-houses,

of the ready-to-wearexpansion 
canning plants, industrial dyes 

for fabrics, and brick manufacturing
 

plants.
 

in Northern Chile whic!
srill cooperativesexist severalIINING There 

engaged in the extraction and 
processing of ore and its
 

are extended for: 
sale to various foundries. Credits would be 

of ores.for extractionand equipmenta) Machinery 
b) Plants for ore processing
 

c) Vehicles
 

Since these cooperatives are still 
in the initial stages of
 

organization, it is difficult to 
anticipate their credit nneds.
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II. 	 Consumer Cooneratives 

The purpose of the Consumer Cooperatives is to provide a
 

mechanism to supply consumers with articles and merchandise for
 

personal and domestic use. 

Development of this cooperative group witnin tne past aO years
 

thcre nn 150.000 nmembershas been exceptional. At present, over and 

total capital approximates $15 illion. 

The principal investments of these cooperatives are in mnareting
 

outlets (i.e., supermarkets), warehouses and merchandise inventory.
 

Membership in such a cooperative is obtained by purchasing sk-.res. 

Usually, such share purchases are executed by withholding payments from 

a me-iberts r-nty s-lary check. 

Investments requiring greatest priority are as follows:
 

a) 	Installation of sales stores and warehouses (self-service
 

and others).
 
b) Enlargement of 

of ready-to-wcaic) Installation of plants for the manufacture 
clothing, packing and transformation of products,' printing, 

etc. 
d' -chase of vehicles. 

IFICOOP'has received capital investment requests from consumers? 

cooperatives for moee than $ 3.000,000, and working capital requests 

for $1,500,000, and workina caDital requests for $ 1,500,000. 

TTT. Service Cooperatives 

a)* 	Credit Unions
 

Credit Unions were initiated in Chile in 1949 and, aftcr a
 
nf Credit Union CooD. ratives was measure of'success, thn rarntion 

formed in 1954.
 

The function of these cooperatives is to promote and receive
 

savings and extend loans to members. The maximum interest rate
 

charged jis 1% per month and the interest on savings cannot 
exceed
 

7% per annim.
 

In Chile, there are 186 Credit Union Cooperatives consisting of
 

about 80,000 members. Total capitalization is 3,000,000 escudos.
 

With regard to specific projects in the sector, the Fedcraci6n 

has planned an expansion program which would include 5 zones of the 

country. These projects amount to 950,000 and consist of the 

following: 



77 	 AM,EX II 
Exhibit 1 
Page 7 of 7 

i) Formation of smill industries
 
ii) Construction of technical schools
 

iii) Expansion of general credit operations 
iv) Agricultural operations
 

b) Electrical Cooperatives 

There are 18 electrical cooperatives in Chile with a total of
 
approxi mately 4000 mnembcrs. Total net worth is estimated at 
$10, 000,000. Fourteen of these cooperatives belong to the 
Federaci6n Nacional de Cooperativas Eldctricas which presently

sha res implementation responsibility with COIFO for a recent
 
A.I.D. $3.3 million loan for rural electrification.
 

The electric cooperatives are on relatively strong financial
 
footing . They provide electricity to some 120 rural towns serving

about 250,000 people. Their future credit requirements are
 
concerned with the need for storage warehouses and rural factories
 
for the production of electrical components.
 

c) Housing Cooperatives
 

Chile has approximately 400 housing cooperatives with a member
ship of about 35,000 families. The purpose of these cooperatives
is to purchase land, plan and design housing projects, including
urbanization and connunity facilities, which will later be financed 
through the Savings and Loan system or other government institution. 

The principal credit need of these cooperatives is to develop 
a system of construction financing in order to reduce total 
construction costs and housing prices. 
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ADMINISTraTION COUNCIL 

PRESIDENT Mr. JOAQUIN MORALES ABARZUA 

VICE PRESIDENT Mr. WALTER SO,-MMRNOFF RUM", 

A. CONSUER TIMTUARS 	 ALTERNATE 

Armando Bricefio C. Hector Castillo L.
 
Joaquin Morales A. Osvaldo Cuadrado 
Guillermo Ronfoldt B. Eduardo Mancilla 

B. SERVICE 
Credit Union Lutfi Giadach G. Juan P. Libano M.
 
Electric Power Carlos Icaza S. 
 Vicente Richard
 
Various Seruices Walter Sonmaerhoff R. Hector Contreras
 
Housing [Sctor Rubio A.
 

C. AGRICULTULM 
Agriculture as such Ricardo Labarca .F.. Edmundo Ruiz V. 
Dairy Carlos Follert F. Enrique Bluth 
Wine Roberto Infante R. 

D. 	FISHING ANID PEASANTS 
Enrique Serrano V-R. Carlos Velasco E. 

E. 	PRODUCTION 

Ramon Venegas C. 

F. 	 LAND REFORM 
Josd L. Pistono A. 

EXECUTIVE STAFF
 

GENERAL MAIGM 	 Mr. Jcrge Fontaine Aldunate
 

GENIEML SECRETARY LAWYER Mr. Enrique Aguayo Mendiborn 
CHIEF OF PROJECTS Mr. Gonzalo Sdnchcz Rivas 
PRO,'OTER Yr. Enrique Trautmann Vergara
 



SPECIAL COMMITTEES OF THE INSTITUTE OF 
COOPE14,TIVE FINANCING - IFICOOP 

EXECUTIVE COMIITTEE 

Mr. Joaquin Morales A. 
Mr. Walter Scnrnerhoff R. 
Mr. Ramon Venegas C.
 
Mr. Erique Serrano V-R. 
Mr. Ricardo Labarca F.
 

LOAN COWISSION 

Mr. Carlos.Follort F. 
Mr. Carlos Icaza S. 
Mr. Roberto Infante A. 
Mr. Jos6 L. Pistono A. 
I-Ir. Armando Bricefto C. 

PUBLIC RELATIONS COMMISSION 

Mr. Joaquin Morales
 
Mr. Walter Sommcrhoff R. 
Mr. Hector Runio A.
 
Mr. Guillermo Ronfeldt B. 
Mr. Lutfi Giadach G. 
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I. Council 

I. Name: Joaquin Morales Abarzda (President) 
Profession: 	 Lawyer

Activities: 	 a)* Deputy for the Provi:. 3f Linares 

b) Advisor to the Natic Federation of Cons,,l,,-
Cooperatives

c) Author of a cooperat:vc banks project. 
A 2. Namc: Ricardo Labarca Ferna*ndez (Executive Councillor Agricultural

Cooperatives)
 
Profession: 
Architect
X-iTvities: 	 a) Atdvisor to Agricultural 1-farketing Cooperatives

b) ~ormer Manager to Agricultural Cooperative ""Cerecoop,,
c) Advisor to "Coopenor" and ';Unicoo" 

A 3. 1ai6m: 	 Walter Sommrhoff Ruer (Vice President)
rofession: Gone'ral Manager of "Sodmac" (tWscollwieous Services)Activities: 	 a) President of the Orgaizing Coilittee of IIFCOOP 

b) President of Unicoop
c) National Advisor in financial 	and cooperative matters 

4. Name: Annando Briceo Cerezo (Councillor)
rofession: 
 President of 	the Private Mployees Cooperative (Consumer)
Activities: 	 Councillor of the National Federation of Consumer 

Cooperatives.
 

4 5. Nam.e: 	 Guillermo Renfeldt Brown (Councillor)
Profession: 	 a) President of the National Federation of ConsumerCooperatives
 

b) Councillor of the Post Office and Telegraph Cooperative 

A 6. Nme: 	 Lutfi Giadach Chawi (Councillor Savings Cooperatives)
Profession: 	 Conmercial Engineer

Activities: a) Memlber of the Technical Cooperation Service 

b) Former Manager of the Federation of Savings 
Cooperatives 

7. Name: Carlos Icaza Silva (Councillor Electric Coopratives) 
Profession: 	 Civil Engineer

Activities: 	 a) 
President of 	the Federation of Electric Cooperatives


b) Manager of Electric Cooperative ';Talca"l 

8. Name: 
 H6ctor Rubio Arenas (Councillor Housing Cooperatives)

Profession: 
 President of 	the Chilean Federation of Housing Cooperatives
Artivities: 
 a) Advisor during the organization phase of housing
 

cooperatives
 
b) Former Councillor of the Housing Federation
 

A Executive Council 
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Carlos Follcrt Flield (Coux..llor Dairy Cooperatives)
9. 	Nnmc: 

Profession: Deputy for Osorno
 

and 	Dairy Cooprativ.President of the AgriculturalActivities: a) Vice 
of Osorno 

) Advisor during tne irganization phase of dairy 

cooperativs
 

(Counci-lor Wine Producers Cooperatives)10 	 Name: Ro.cirto i nfP-,ac Rngifo 

Profession: Engineer
 

a) 	 Vice President of the Banco del Estado de Chile
Activities: 

- - b) Forner Minister of Agriculture 
c) :,Advisor to Wine Producers Cooperatives 

do Viale Rigo (Councillor Farm Laborers and
31. 	 Nanme: Enriqve Serrano 

Production Cooperatives)
 

Profession: Farmer 
a) 	President of the Institute of Rural Education
Activities: 

b) 	President of Agricultural Cooperative "Prosefoll
 

c) Former Minist.er of Mlining 
.d) Fomier E-xccutive Councillor of IFICOOP 

(Social Promotion CounsellOr)
A 12. Name: Ramon Venegas Carrasco 


and Econonist
Profession: Architect 
a) 	 Advisor in the organization of low-income housing

Activities: 
projects and co-munitics 

b) Advisor to the Chilean Government on social promotion 

13. 	Name: Jos6 Luis Pistono Ailvarcz (Councillor Agrarian Reform)
 

-. Economist
Profession: Agronomist 
Corporation

Activities: Counsellor. of the Agrarian Refonr 

I... 	 Management 

1. 	 Name: Enrique Aguayo Mondiboure (Generatl Secretary - Lawyer) 

Profession: Lawyer 
Chilean Federation or Housing Cooperativ..

Activities: a) Advisor to the 
b) Former Councillor of IFICOOP 

Former Loan Officer of IDD (Washington, D.C.)c) 

A 2. 	Name: Gonzalo Sanchez Rivas (Chief of Projects.'and Promotion)
 

Profession: Lawyer
 
Former Secretary of the National Institute of Agricultural
Activities: 

Promotion 

3 	 Nane: Enrique Trautmann Vergara (Membership and Operations Promoter) 

Profession: Military Engineer 
Activities: Former General of the Chilean Army 

A Executive Council 

http:Minist.er
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APPLICATION FOR LOAN 
INSTITUTO DE FINANCIAWENTO COOPERATIVE IFICOOP LIMITADI Jun 18, 1965 

1. 	,ame of applicant:
 

2. Address :of applicant:
 

3. Amount applied for: $
 

4. Applicant will use the loan, if made, for the following
 
specific purposes, and for none other without the prior
 
written consent of IFICOOP.
 

5. ApDlicant offers the following as security for the loan:
 

Applicant states~that there are no liens on any part of such
 
property except taxes not now delinquent, ind the following:
 

6. If a loan is granted, applicant will repay it in the following
 
manner:
 

7. Is applicant involved in any litigation; yes( ) nT( ) 

If the answer is "lye-", describe fully on separate sheet. 

8. Is voting limited to one vote per member? yes( ) no( ) 

9. If answer is "no", does any member have more than 15% of
 
the total vote? yes( ) no( )
 

If the answer under No. 8 is"no" does the applicant pay10. 
dividends on stock in excess of 70 per annum? yes( ) no( 

1'. 	The business transacted during the fiscal year ended
 
19 . was as follows:
 

With or for members $ 
With or for non-members $ _ 

Total $
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12. Applicant attaches hereto as a 
part of this application the
exhibits specified on the following page and agrees to sub
mit annually to IFICOOP, and at such other times as IFICOOP may require, a statement of its financial condition in form

approved by IFICOOP, and said applicant further agrees that

IFICOOP may at any time while it is indebted to IFICOOP 
examine its books, records and accounts.
 

13. All statements herein and in the exhibits attached, including
answers to questions and statements heretofore, or hereafter
submitted to IFICOOP by applicant in connection with this loan,
are statemerlts of fact and representations made for the purpose
of obtaining the loan and are warranted correct, and the undersigned officer of the cooperative, authorized by a resolution 
adopted by applicantt s board of directors, executes this application and has made the representations and statements contained

in this application and other documents herewith or hereafter

submitted for the purpose of influencing the action of IFICOOP. 
or its officials. 

ATT'

(Applicant)
 

By Its 

SEAL
 

BEST AVAILABLE COPy 
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Santiago, Chile 

EXHIBIT A. 	Copy certified by its secretary, of the resolution
 
of its directors authorizing the filing of this
application n ... %Y .... o fr n-*-fi .rn " hed). 

EXHIBIT B. 	Copy of- its statutes with all amendments thereto.
 

EXHIBIT C. 	Copies of all contracts between annlicant and its
 
members.
 

EXHIBIT D. Copies of audit reports for last thrce years if
 
-audits have been made. If audits have not been
 
made submit copies of annual statements for past
 
three years.
 

EXHIBIT E. 	Statements prepared by applicant consisting of:
 
(a) Balance Sheet as at close of month
 

preceding filing of this application.
 
(b) Statement of income and expenses covering
 

period from the date books were closed
 
last to the close of month preceding the
 
filing of this application.
 

EXH1IBIT F. 	 Statement showing volume of business in terms of 
value and units for each of last three years. 

EXHIBIT G. 	Certificate showing the names and places of resi
dence of applicants officers, together with signa
tures of its officers authorized by the board to
 
execute documents required in connection with this
 
aDDlication and/or loan (Form attached).
 

BEST AVAILABLE COpy 
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EXHIBIT "A" 

RESOLUTION OF THE BOARD OF DIRECTORS 

of the
 

WHEREAS, this cooperative has been duly chartered under the laws
of Chile, and under its statutes it has full power and authority

to borrow moiey and to secure the same by mortgale, deed of trust,

pledge or otherwise of its own property, and property delivered to 
it for marketing or otherwise; and all prerequisite steps and pro
ceedings, acts and things preliminary to the adoption of this Re
solution have been taken and done and in due and proper form, time
 
and manner.
 

NOW THEREFORE BE IT MESOLVED that the Manager and the Treasurer
 
and the of the Cooperative be, and each of them is

hereby jointly and severally authorized and empowered to obtain
 
for and on behalf of the Cooperative, from time to time, from the

Institute de Financiamiento Cooperativo IFICOOP Limitada, here
inafter referred to as IFICOOP, a 
loan or loans undor the Resolu
tion not exceeding in the aggregate the sum of $ 
at any one time outstanding, exclusive of amounts authorized
 
to be borrowed under other resolutions submitted to IFICOOP; and

for such purposes: (1) to execute such application or applica
tions (including exhibits, amendments, and/or supplements thereto)
 
as may be reouired; (2) to obligate this Cooperative in such
 
amounts at such rates of interest, and on such terms and conditions
 
as the officer or officers so acting shall deem proper; (3) to

obligate this Qooperative to purchase stock of IFICOOP as required

by IFICOOP pursuant to its statutes; (4)to:exccutc and deliver
 
to IFICOOP or its nominee all such written instrinents that may
be required by IFICOOP in regard to or as evidence of any loan

made pursuant to the terms of this Resolution; (5) to pledge,
hypothecate, mortgage, convey or assign property of this Coopera
tive or property of others on which it is entitled to borrow of
 
any kind and in any amount as security for any or all obligations

(past, present, or future) of this Cooperative to said IFICOOP;

(6)from time to time to pay, extend, or renew any such obliga
tion or obligations; and (7)to roborrow from time to time, sub
ject to the provisicns of this Resolution, all or any part of the
amounts repaid to IFICOOP on any loan made purusant thereto. 

RESOLVED FURTHER that the said officers of the Cooperative, and

each of them, be and are hereby jointly and severally authorized
and directed to do or cause to be done, from time to time, all 
t lings which may be necessary and proper for the carrying out of 
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EXHIBIT "OGI" 

CETTIFICATE 

The undersigned, as SEcretary of the Cooperative named below,
 
hereby certifies that the following persons have been duly elected 
or appointed and are the duly qualified io. f the,,i 
Set opposite their respective names; and that the signatures set 
opposite their respective names are true and genuine spocin-lons of 
their respective signatures: (Note - Only the signatures of those
 
who are to execute papers in connection with the loan, or loans, 
need be given).
 

OFFIC'RS 

Title Naa Addross Si-nartura
 

Manager
 
Ass't Manager
 
Secretary
 

Treasurer
 

Ass't Secretary
 

and that their terms of office expire on the day of 
, 19
 

Secretary cf: 

DT m,:CTO,'N; 
(Signaturv±. mot reqr., d) 

Name 

Nn"n"
 5 
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RESOLVED FUTHEI that any officer of the Cooperative be and ishereby authorized and directed to cast the ballot of the Cooperative in any and all proceedings in which the Cooperative is
entitled to vote for the selection of members of the Councilers
of IFICOOP: Provided, however, that prior to casting any suchballot on behalf of the Cooperative, such officer shall ascertain
the views of the directors of the Cooperative and in casting such
ballot shall reflct, as nearly as practicable, the views 
so
ascertained.
 

RESOLVED FU.TPER that the provisions of this Resolution shallremain in full force andeffect until a certified copy or copiesof a duly adopted resolution or resolutions effecting a rescission
or anmendmont, as the case may be, shall have been furnished toIFICOOP to which the Cooperative is, at the time, obligated with
respect to-any 
.oan or loans made under the provisions hereof.
 

CERTIFICATION 

The undersigned as Secretary of the applicant
Cooperative, hereby certifies that the Board of Directors, ata meeting duly and regularly called, noticed, convened, andheld on the 
 day of 
 19
at which a ouorum was present, did adopt the foregoing Resolution, and that said Resolution has not been rescinded 'oramended
in any way, Dated this day of 
 19 _. 

Secretary of:
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CREDIT REPORT 
INSTITUTO DZ FINANCIMMIENTO COOPZRATIVO IFICOOP LDIITDA 

Date
 

TO : LOAN CON'ThTTEE
 

FROM: 	 ,_T 1ASURF, 

APPLICANT
 

Name and-address
 

HISTORY
 

Give brief history of Cooperative
 

PRODUCT OR SERVICE
 

1. 	 State briefly nature of business 
2. 	Principal product handled or service rendered.
 

AMOUNT APPLIED FOR 

$.	 Conmiodity
 

$ _Seasonal 	 operating capital 

$ 	 Term operating capital 

$ Total 

IFICOOP's EXPERIENCE ITH B3ORROWvER 

1. 	 Status of outstanding loans:
 

Date
 

Type
 
Amount of Conmitment 

Advances
 

Loans Outstanding
 

Commitments outstanding
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2. 	 Include information on repayment terms, maturity dates 
of commitments, and other pertinent factors on outstanding 
loans and com.itments such as the maximum credit out
standing on seasonal loans during the year. 

3. 	Comment on credit experience with the borrower.
 

4. 	Comment on borrowings and lines of credit with commercial
 

banks or other lenders, if any.
 

PURPOSE OF LOAN
 

1. State purpose for which funds will b-used and comment on 
classification of loan.
 

2. If funds are to be used to acquire facilities, indicate
 
briefly how that portion not financed through IFICOOP will 
be handled. If funds are to be used to refinance faci
lities, indicate date facilities were acquired if within
 
8 yeprs from date of application.
 

SECURITY 

1. 	Facility Loans: Give description and appraised value of
 
facilities and percent that proposed loan plus any addi
tional outstanding facility loans and corima.itmcnts is tb 
the appraised value of all security therefor. 

2. Seasonal and Term Operatins Loans: Describe the security 
for these loans. Comment on whether the sezurity is also
 
collateral for other loans from IFICOOP.
 

3. 	Comn oditv: Sunmiarize pertinent factors including (1) 
description of commodities, (2) percentage of loan to 
net value of commodities, (3) type of security instru
ments - (warehouse receipts, factor t s liens, chattel 
mortgage or other acceptable title documents), and (5) 
information on Cooperativets ability to keep loans 
properly margined. 

FINANCIAL CONDITION 

1. 	Current Balance Sheet
 
2. 	Condensed comparative Balance Sheets for last three years.
 

OPE 	ATIONS
 

1. 	Current Operating Statement
 
2. 	Comparative Operating Statements for last three years.
 
3. 	Comparative data on unit volune of products handled.
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DIVIDENDS 

Conment on Cooperative's dividend policy and practices 
both dividends on stock and patronage dividends.
 

TAXES$ 

Coment on the CooperativeTs position with respect to all 
types of taxes. 

HV1NACD'MF T 

Give Manager's-name, how long he has served in his present
 
position, anf cor.ient on his exporience and qualifications.
State whether he is related to Board members or employees. 

AFFILLITIO ,S 

1. 	State if the Cooperative is first, second, or third degree.
 
2. 	Name other cooperatives or general organizations with
 

which it is affiliated and nature of affiliation.
 

COOPER.4TTVE ASPECis 

Cormient on the Coopcrative's statutes and membership agree
ments with respect to their efficiency, or suffini.incy, in 
maintaining accepted cooperative principles.
 

SUKVAARY 

1. 	 Amount of loan proposed. 

2. 	 Type - (Commodity,. operating, or facility). 

3. 	 Security. 

4. 	Method of repayment.
 

5. 	Cancellation or expiration date of cormitment.
 

6. 	Special conditions, if any, to be included in the loan
 
agreement.
 

Rreasurer
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LOAN AGREED!NT 

INSTITUTO DE FINANCIAIMENTO COOPE&TIVO IFICOOP LMITADA 

No.
 

Date
 

(Name of Cooperative)
 

(Address)
 

(Type of Loan)-


The Institute do Financianiento Cooperativo IFICOOP
Limitada agrees to ma-ke loans to the above-nmed cooperative 
upon the following terms and conditions:
 

AMOUNT : Not to exceed $_ _ _ 

INTEREST: (Rate) 

NOTES AN) SECURITY: 

PURPOSE: 

PURCHASE OF STOCX: (Contractual purchase of stock.
 

CONDITRYUe this agreement is in effect the Cooperative ui1l:
 

(a) Maintain its status as a cooperative as defined
 
in the statutes of IFICOOP.
 

(b) Furnish such information as IFICOOP may request

relative to its affairs and pL -rit s.uch examination
 
of its books and records as IFCOOP may specify.
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(c) Maintain insurance covering such risks, in such
 
companies, forms and amounts, and fidelity bond
 
coverage in such companies, forms and amounts,
 
on such officers and employees as IFICOOP may
 
request.
 

(d) Maiitain management and business policies satis
factory to IFICOOP and promptly make such changes
therein as IFICOOP may, from time to time, request

in writing.
 

(e) Declare or pay cash dividends only upon written
 
approval of IFICOOP - (optional).
 

() 	Obtain loans from other lenders only upon written
 
approval of IFICOO? - (optional).
 

(g) Maintain a credit policy satisfactory to IFICOOP
 
(optional).
 

(Conditions (a), (b), (c), and (d)should be included in
 
each operating capital and facility loan agreement. In
clude the optional coi:1itiors or any other conditions or
 
provisions deemed advisable.)
 

REPAY) NT:
 

EXPIRATION DATE OF COMITMENT:
 

DEFAULT: (Conditions under which defiult will be declared)
 

ACCEPTANCE:
 

BY DIRECTION Of the Loan Committee this 
 day
 
of ,19 -. 

INSTITUTO DE FINANCLAMIENTO COOPZATIVE IFICOOP LI4ITADA 

By___________

Manager
 

ACCEPTED AND AGRMD TO: 

(Cooperative) "
 

(Officer) 

(Title)
 

Date
 

(Note) - A different and longer form of loan agreement would be
 
used 	for coinmodity loans. 
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June 18, 1965
 

CHILE - INSTITUTO DE FIN.'NCI fMIENTO COOPERATIVO - IFICOOP 
(COOPERATIVE DEVELOPMENT BANK) 

CIMECK LIST OF STLTIJTORY CRITERIA (iILLIANCE FOR PRCGRESS) 

1. 	 Foreign Assistance Act of 1961, as.amended (hereinafter FAA)p 

Section 102. The loan will further the policy of the Act, 
as stated in this Section. -Every possible precaution will 
be taken to assure that Than proceeds are not diverted to 
short-term emergency purpo,;es (such as budgetary purposes,
 
balance of payments purposes, or military purposes) or any
 
other purpose not essenti'l to the long-range economic 
development of Chile.
 

2. 	 FAA Section 201(d). Loan funds are not to be loaned or re
loaned at rates of interest which are excessive or unreasonable
 
for the Borrower, or higher than the applicable legal rate of 
interest in Chile of about 18 per cent. (Sec page s 20 and 21). 

3. 	 FA. Section 202(c), Foreign Idd and Related Agencies Appropri
ation Act of 19(.4 (hereinafter 1±tppo"), Section 117. Funds 
have been appropriated by Congress for this loan.
 

4. 	 FAA Section 204. The terms and uvOuJ..L.-LL1 uWtL6LL1 alddi L1& 
accordance with standards and criteria established by the
 
Development Loan Committee. 

5. 	 F.i.A Section 251(a). The loan will promote economic development
 
in Chile and will contribute to the welfare of its people. (See 
pages 13 and 15).
 

6. 	 FI.. Section 251(b)(1). iccount has been taken of the extent 
to %4hichChile is adhering to the principles of the ict of Bogota 
and Charter of Punta d-l Este and is showing a responsiveness to 
the vital economic, political, and social concerns of. its people, 
and of 	the extent to which the Government of Uhile as demonstrated
 
a clear determination to take effective self-help measures. (Sea 
page 14).
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7. 	 FAA Section 251(b)(2). The activity to be financed is econom
ically and technically sound. (See pages 4 through 13).
 

8. 	 FjA Section 251(b)(3). The activity is consistent with and
 
is elated to other development activities being undertaken
 
or planned and will contribute to realizable long-range

objectives. .(See pages 1 and 2;. 13 through 15). 

9. 	 FA. Section 251(b)(4). The loan will have no foreseable
 
adverse effect on the U.S. economy.
 

10. 	 FAA Section 251(b). Financing from other free world sourcds
 
(including private sources within the United States) on 
reasonable terms for the project is not available. 

11. 	 FA.- Section 251(b). The terms of the loan (interest, year

amortization) are reasonable under circumstances affecting

the loan and the capacity of Borrower to repay. (See page
24 and 	 Exhibit 5 ann V). 

12. 	 FA Section 251(b). Account has been taken of the extent to 
which Chile is making reasonable efforts to encourage repa
triation of capital invested in other countries by its own
 

13. 	 FA. Section 251(b). There are reasonable prospects that the'
 
loan will be repaid. (See Exhibit 5 Annex V). 

14. 	 FAa Section 251(J). An application has been received for
 
this loan which gives sufficient information and assurances 
to indicate reasonably that the funds will be used in an
 
economically and technically sound manner. 

15. 	 F;ut Section 251(g). In view of the nature of the project, it 
is not 	appropriate to utilize the loan to assist in promoting 
the cooperative movement in Latin Aerica.
 

JNCL1OSIFIED 
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16. FAA.'Section 601(b); 621. The loan will be administered in such 
a rnnner as to encourage and facilitate participation by 'ra
enterprise to the maximum extent practicable. United Statesprivate engineering services, and other services of United States
private enterprise will be employed whenever practicable.. The
facilities of other Federal agencies will be utilized only ifthey are particularly suitable, are not competitive with privateenterprise, and can be made available without undo interference 
with domestic Droarams. 

FAA Section 602. 
 inerican small business shall be assisted to the
maximum extent practicable to participate equitably in the furnishing of goods and services for the project, in accordance with theprocedures described in this section of the Act. (See pagoi27). 

18. F~ii Section 604(a). Equipment, materials, and services (except
Marine Insurance) financed for the project under the loan shall')e procured from the United States or Chile. Dollars utilizedunder the loan to finance procurement in the United States shall
be made available through appropriate procedures and, except for
Marine Insurance, shall be used only for procurement in the
United States. (See page 27 iv).
 

19. F Section 604(b). liny commodities financed by. the loan an,'purchased in bulk will be purchased at prices no higher than.
prevailing U.. S. market prices. 

20. FaA Section 604(d). Loan funds shall be available for MarineInsurance on commodities shipped when such insurance is placedon a competitive basis, as specified in this section of the .icb.In the event that Chile discrhhjir-4xtaainst any U.S. marineinsirance company, co.=.odities purchased with loan funds shallbe insured against marine risk with U. S.a company, as required
by this section.
 

Ui. FAA Section 611(a)(1). Necessary substantive technical andfinancial planning for the project has been completed, and a
reasonably firm estimate of cost of the project to the UnitedStates has been obtained. (See page 22).
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22. 	 FAA Section 611()(2). No further legisihtive action in'ChlA
 
f.3 tre 
 uiro..i 	for i..lem. .tatinnnf
 

23. 	 ,-11 -ecion t.±iD), -app. Section 101. The project does not
involve water or related land resource construction.
 

24. 	 FAA Section 611(c). Construction contracts to be financed

by the loan shall to the maximum extent practicabe be let
 
on a competitive basis.
 

25. 	 F1-1 Section 619. Not applicable. Chile.is not a newly

independent country.
 

26. 
 FAA Section 620(a), App. Section 109(a), 109(b). 
 No assistance will be furnished under this loan to the present government of Cuba, nor does Chile furnish assistance to the present

government of Cuba, 

Uhile 	has taken appropriate steps to prevent ships or aircraft

under 	its registry from engaging in any Cuba trade.
 

27. 	 FAA*Section (20(b). 
 xine 6ocretary of State has determined

that Chile is 
not controlled by the International Communist
 
Movement.
 

28. 	 FAA Section 620(c). 
 The Government of Chile is not indebted
 to any U. S. citizen for goods or services furnished or ordered
where such a citizen has e.xhausted available legal rc 
edies or
where the debt is not denied or contested by or the indebtedness

arisep, n8r..-n unconditional guaranty of payment aiiven by
 

,9. FAA Section 620(d). 
 Loan funds will not finance construc
 or operation of any productive enterprise which will compet

with United States enterprise.
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35. 
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FAA Section l 0(C). Neither the government of Chile nor any 

or thereof has,o or ftergovernmental agenc subdivision 
January 1, 1962, nationalized, expropriated, or seized o .mership 

control of property of any U. S. citizen or firm, taken steps or orcontracts with such citizens 
to repudiate or iiullify existing 

or imposed or enforced discriminatory taxation or other 
firms, or restrictive conditions, or taken other actions 

having
exactions 

or other.ise seizing
the effect of nationalizing, expropriating 

ownership or control of property owned'by 
U. S. citizens or firms,
 

without taking appro
as specified in this section of the Act, 

priate steps-to discharge its obligations, 
as specified in this
 

section of the act.
 

Assistance
 
FAA Section 620(f), App. Sections 109(a), 109(b). 


provided by this loan will not be furnished to any Co-munist 

country.
 

FAA Section 620(g). ,Lssistance provided by this loan will not 

be used to compensate for expropriated or nationalized 
property.
 

FAA Section 620(h). Assistance provided by this loan will not 

be used in a manner which promotes or assists 
forcian aid projects 

or activities of the Corniunist bloc countries. 

The President has not determined that Chile
 FAA Section 620(i). 

is engaging in or preparing for aggressive 

military efforts
 

directed against the United States, or any 
country receiving
 

assistance from the United States, or against 
any country to
 

which sales are made under PL 480, nor is any 
basis for such
 

determination known to Z.I.D.
 

The Government of Chile will contribute
 FAA.Section 636(h). 

local-currency in the amount of about El 17,000,000 

to meet 
other services to be rendered in
 the cost of contractual and 

Foreign currency owned by the 
conjunction with the project. 
United States will, to the maximum extent possible, be utilized 

to meet the costs of contractual and .other 
services for the
 

project.
 

UNCLiSSIIZD 
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36. 	 App. Section 102. Obligations of funds in excess of $25,000

for engineering fees to any firms or group of firms financed
under 	the loan will be reported to the committees on appro
priations of the Senate and House.
 

37. 	 App. Section 104. Funds obligated by the loan, and local 
.currency generated thereby, will not be used to pay pensions,

annunities, etc.. as Drohibited in thic oani
 

38. 	 app. bection Il1. 
 U.S. personnel to serve under contracts for

services financed by the loan shall have security clearance.
 

39. 	 App. Section 112. 
 Firms 	which provide engineering, procurement,

and construction services financed by the loan for the project,

and the terms of their contracts, shall be approved by a.I.D.
 

40. 	 App. Section 114. Loan funds will not be used to, make any

payment to the U. N.
 

41. 	 App. Section 118. Construction work financed by the loan shall

be performed by qualified persons, in accordance with A.I.D.

regulations promulgated pursuant to this section.
 

42. 	 App. Section 601. 
 Loan funds will not be used for publicity
 
or propaganda purposes within the United States.
 

Chairman, Project Committee 

CLEARuNCNI: Counsel
 
Deputy Director
 

BEST AVAILA1LE COPy 
UNCLASSIFIED 
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(NOTE: This paper was originally prepared on April 29.
 
Information which became available between that date and
 
Hay 14 is summarized in the paragraphs shown in brackets.

The more recent data reinforce rather than rodify the con
clusions of the April 29 paper.)
 

Rial Groth in 1964 

Real growth in nationa] income and gross national product during 1964
probably differed little from the growth rate in population. Thus

there was little change in per capita GNP; the latter is estimated at
 
about $450 when allouance is made for the presently overvalued exchange
rate. Poptlation increased about 2,3 percent while GNP probably rose
 
between 2.5 and 3 percent.
 

Price§ 

The cost of living has been relatively stable from last October through

March. The increase over the five-month period ending in March was only
7.7 percut compared to 25 percent during the same five-nonth period a
year earjiere As a result of this relative stability the cost of living
index in March 1965 was only 27.2 percent above the.March 1964 level
(although the October 1964 index was 47.5 percent above the same month
 
in 1963).
 

As a forecast for the future, this relative stability in the cost of

living index is believed to be illusory. The March index is almost at
the 25 percent annual rate of increase level set as the target for the
 
year as a whole, but this should not be read to mean that it will be
 easy for the government to reach its 25 percent target. 
The index has
been held down by especially tight official controls on the prices of
 
many of the items in the "market basket" from which it is calculated,

As is indicated by the increases authorized since )Jarch in bread, flour,

and urban transportation rates, the government cannot continue to hold

the line so tightly on theso prices in the face of rising costs and
 
prices elsewhere in the econoWy. 
Because of these increases the index
 
is expected to rise substantially during April.
 

(The cost of living in April was 6.9 percent above the March level 
according to the official retail price index that was published in early
May. As a result of thi sharp increase during the month, the cost of
living in April 1965 was 32.2 percent above that in the same month a year earlier. Since October 1964-the month before the Frei administration took offce-there has been a 15.2 percent increase in the cost ofliving, just lbout double the 7.7 percent increase reported through ?Iarch.) 

Thf, increase in the money supply last December and in the first quarter
of this year have not yet made their weight felt on the cost of living 

U cCLAIFIM 
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index. Thus one finds the anomalous situation that the rnney supply has 
increasci by about one-third betieen the end of October and the end of 
Hlarch idhle the cost of living increased by less than eight percent 
during those five months. ghile some of the difference in trend is 
explainable by spccial circumstances iddch lead to an unu3ually hIdrh 
money supply figure as of the end of March (see below), it is beliuved 
that the inflationary effects of rccant incrcases in the vnsey supply 
are still far from fully reflected in the retail price index. 

Data on wholesale prices are available only through DeccjW)er when they 
were 43.7 percent above the level of Decceber 1963; thds comrpares with a 
38.4 percent increase in retail prices during the same period. Tho 
incrcase in the wholesale price of importcd products ..,as i r ost identical 
with the general increase in whole.ale prices even though the cost of 
imports as measured by the futures market exchange rate trl rl.4en by 
only 286 percent during the same period. This disparity suggc:Its 
the importance of factors other than the exchnnge rate in dcter ining 
domestic prices for iLmportcd goods, including the scarcity price.; that 
izorts can com.nn as ue]l as import surcharges, prior dr!posit:3, interest 
charges for pyiunts delays, etc. It calls into question the effectivenoss 
of the governnentga policy of using an ovcrvalucd 
the :icrease in prices of ijorted goods and, inf
in the general level of prices in the cconouy. 

oxcluung 
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Money Suppl~y 

During the first quarter of the year the money supply increased by 17.2 
percent. This period is not, however, a very imseful one for economic 
analysis as it does not take into account either thu very largo increase 
in money supply that took place last December or the 6-pcc al circumstances 
that tended to overstate the money supply at the end of Mrch. The end 
of March figure tended to be overstated because of a large volurm of 
tax payments that the government received at the eul of the month (which 
had not been c.varcd throw;h the banks on which they were drawn aAiof 
lixrch 31). The climn,tion of this "float" during the first weeks of Aprl 
rei2mforccd by a loss of foreign excluuo reserve by the Centrrl flank 
and an increasingly restrictive monetary policy led to a erop in the 
money supply during April, Thus by April 15, the cstlmatel incrcase 
over December had dropped to 12.7 percent and by April 22, the figure 
had further dropped to 10,1 percent. (Thesc mid-month estimates of 
the money supply are based on samples rather than a comlputc tabulation 
of private demind deposits and notes and coins in the haw-s of the public; 
they are, howver, believod to be generally reliable cetitates of trend.) 

(When the official figure for the mon"y ,iupply ns of the end of April 
became available it indicated a 14.4 percent increase over t05 end of 
December level but-for the r"asons indicatet above-a 2.4 percent drop 
fro the end of March level. Further upward pressure on pices from the 
increase in the money supply Is still to be expected. Con;pared with 
April 1964, money oupiy has increased by 46.4 percent vdhic prices have 
risen by only 32.2 percent.) 




