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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Certral America: Central American Bank for Econemic
Integration

Attached for your review are the recommendations for
authorization of a guaranty of not to excesd $10,000,000 securing
against losses of not to exceed one hundred percentum (100%) of
loan investment(#) by an eligible U.S. Investor or Investers
acteptable to A.I.D, for the long-term financing of mortgage credit
institution housing projects to be constructed in Central America.

This guactanty proposal is scheduled for consideration by
the Development Loan Staff Committee at a meeting on Wednesday,
July 30, 1969.

Rachel C. Rogers
Asgeistant Secretary
, Development Loan Committee
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SUBJECT: Central Aaerlcan Bank for Economic Inteﬂratlon
Request for Guaranty Authorization

There is presented herewith for your review and consideration a
discussion of the issues and recommendations resulting from the gtudy
of an application submitted by the Central American Bank for Economic’
Integration (CABEIL) for .issuance of a guaranty authorization in the
amount of $15,000,000 under the 1966 housing investment guaranty
Pprogram.

I. Introduction and Background Summary

A. The Application

CABEI submitted an application for a housing investment guarenty
in the amount of $15,000,000 on September 12, 1966. On May 8, 1967,
the HGRC considered this application and deferred action pending further
study. On July 1k, 1967, AID/W advised ROCAP that no further action
would be taken on the application pending improved performance by CABEI
as a regional housing finance institution, and suggested short-term
specialized technical assistance in mortgage banking. '

On September 17, 1968, CABEI engaged the services of Mr. Williem
Glikbarg for the purpose of providing technical advice and assistance
in improving CABEI's function as a regional housing finance institution,
and on October 10, 1968, Mr. Glikbarg's report and recommendations were
made available to CABEI. (Attachment 3)

ROCAP states that in January, 1969, the CABEI Board of Directors, .
under a directive from the Board of Governors, moved vo restructure '
and provide a strong new emphasis to its Home Loan activities by
taking the following actions: ‘

1. Appointed a new strong chief .to head up the Home Loan
Department.

2. Began to reorganize the.operations of the Home Loan
Department.

3. Started to up-date and expand the 1965 Central American
middle income housing market survey.

L, Agreed to take the leadership in working actively with
the Central American Regional and National Agencies and International
Agencies (UN, OAS, CEPAL, A.I.D., FTC) to provide advice and training -
for Central Amerlcans worklng in housing for the purpose of reducing
housing costs in all aspects.
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5. Initiated a strong effort to establish savings and loan
associations in Honduras and Costa Rica using persuasion and the offer
of repayment money from the original A.I.D. loan, and initiated a new
effort to promote the growth in all the Central American countries of
strong savings and loan associations with growth based on the generation
of local savings and investment.

6. Agreed to authorize the design of an issue of short term
CABEI paper to be used to channel Central American 1nvestment into middle

income home finance.

7. Authorized the Home Loan Department and the Industry Division
to begin to work actively to improve the capacity and standardization of
the building materials industry by using the lending resources of CABEI.

8. Explored the possibilities of providing CABEI industrial loans
to building contractors for additional capitalization and for purchase
of modern construction equipment.

9. Reactivated its application for an A.I.D. housing investment
guaranty.

The latter utep resulted in the presentation to A.I,D. through ROCAP, on
March 28, 1959, of a formal request for reconsideration of the applica-

tion in the reduced amount of $10,000,000, together with a statement of

the objectives and proposed 1mplementatlon procedures for the investment
guaranty if granted (Attachment 1).

Discussions of the CABEI proposal were conducted in Washington
between LA/HUD, CABEI, and ROCAP representatives on April 17, 1969,
with the resultant recommcndatlons set forth below.

B. Feasibility

Studies were conducted in early 1967 by an evaluation team headed
by Mr. Harold Robinson, LA/HUD, and having as members Mr. Jack Gordon,
President, Washington Federal Savings and Loan Association and Mr. Benjamin
Wesson, AoSl tant General Counsecl, Federal National Mortgage Association.
While it has been necessary to up-date some of the findings and recommen~
dation of this study, the team did recommend that $10 millicn in invest-
ment guaranty authority be approved for CABEI, and that recommendation
is still in force. .

The feasibility of providing assistance {o the regionality and
institution-building objectives inherent in the CABEI concept through
loan investments under the housing investment guaranty program has really .
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never been questioned, ﬁrovided that the guaranty agreements are carefully
structured to direct the utilization of the loan funds toward those objec-
tives. .

Recommendations for control and implementation mechanisms to
assurc the maximum feasibility of the guarantied loan investment are set
forth below.

C. History of A.I.D. support for the CABEI Home ILoan Department

Detailed information on prior A.I.D. support for the CABEI Home
Loan Department is contained in the attached "Report on Home Loan Depart-
ment of Central American Bank for Economic Integration" (Robinson-Gordon-
Wesson). (Attachment 2)

Briefly, CABEI is a multi-national public development banking
institution which was established May 8, 1951 by the governments of El
Salvador, Guatemala, Honduras, and Nicaragua. Costa Rica subsequently
joined the system. The Home Loan Department was created in March, 1963.

On November 29, 1963 an A.I.D. loan agreement (No. 595-L-003)
was signed with CABEI in the amount of $l0,000,000. Terms were 4O years
at 0.75 percent, with interest only payable for the first 10 years and
then 30 year amortization in semi-annual payments of principal and interest.

The purpose of the loan was to provide seed capital for CABEL
to: fund the administration of its home loan department, encourage the
crec cir~ wnd development of financial institutions which would attract
savings ror housing and implement housing projects, provide impetus to
the construction industry, and make possible the purchase of homes by
the Central-American people on long~term mortgage terms.. '

Utilization of this loan by the CABEI home loan department is
an issue in any consideration of additional A.I.D. support, and is more
fully discussed under Section III (A) of this memorandum.

II. Purvose and Method of Utilization of the Proposed Housing Investment
~Guaranty -

A. Purpose

In his letter of March 28, 1969 (Attachment 1) Dr. Enrique Ortez
Colindras, President of CABEIL, states that:

"Phe purpose of this Housing Guaranty will be to
enable CABEI to continue 1ts program of assistance
to finance non-subsidized homes for middle-income
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families in Central America. This request is a
 logical next step after the A,I.D. loan of 1963,
which inaugurated the Home Loan Department."

To assess the vulidity of this statement, it is necessary to analyze
the performance of the A.I.D. loan in reference. CABEI's "Loan Situation
Summary Cuwnulative through March 31, 1969" (Attachment 7 ) reflects that
A.I.D. had disbursed $9,999,986.65 to CABEI of which ten CABEI sub-borrows
had in turn disbursed 99,285 971.05, and which had generated 1694 mortgages
in five countries. Principal amortization had amounted to $605 935,41,

Interest return to CABEI from the borrower institutions is 6%.
Borrover institutions charge the homebuyer rates which vary from country
to country (depending on other fees-and charges) but which uniformly return
to the borrower institution an average of 2%.

It follows that CABEI is accwmulating approximately $500,000
gross per annuwm from its original sub-loans, and that the borrower
institutions are earning approximately $cOO 000 gross per annum, not
counting earnings on turnover in either case.

The statement by President Ortez appears to be a valid one. Most
of the primary objectives of A.I.D. Loan 596-L~003 (despite the short-
comings discussed in Section III below) have been attained:

1. The Home Loan Department has been organized, staffed, and
placed in operation.

2. Currency exchange agreements enabling home mortgage loans
from CABEI to each country have been executed.

3. A portfolio of mortgages has been generated in all five
Central American countries, funded through CABEI. These mortgages are
now providing badly needed seed earnings both for CABEI and the host
country institutions.

L, 1694 families have already received the benefits of
long~term mortgage financing which otherwise would not have been available.

5. Approximately $10 million was actually utilized by the
-local construection industry in purchase of labor and materials,

CABEI has thus, through utilization of the A.I.D. loan, begun
to demonstrate its capacity to develop a program of assistance to finance
non-subsidized homes for middle-income families in Central America on a
regional rather than a purely nationalistic basis. Continuation of this
program with emphasis on increased self-help and lower sales price ceilings,
through proper utilization of the investment guaranty program is & logical
. next step for the CABEI Home Loan Department and 1s in accord w1th the
Alliance for Progress objectives in Central America.
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B. Mecthod of Utilization

Acceptance and implementation by CABEI of the recommendations
contalned in SCCulon V below, which recommendations supplement the "Norms
and Operating Plan" promulgated by CABEI would result in
t%i following procedures for utilization of the guarantied loan invest-
“ment :

1. CABEI will circularize the list of eligible institutions
agreed upon by CABEI and A.I.D. with the information that it will accept
applications for stand-by commitments for long-term mortgage financing;
together with a detailed exposition of the terms and conditions which
combine the existing CABEI standards and the special conditions attached
to the investment guaranty.

2. CABEI will activate the adv1sory comnittee called for in
its Norms and Operating Plan.,

3. CABEI will receive applications. for stand-by commitments in
amounts of not less than $100,000.

4. CABEI will review all such applications for completeness and
adherence to the published standards.

5. On the basis of its staff review and after considering the
overall policy recommendations of its Advisory Committee, CABEI will
either issue the stand-by commitment or reject the application.

6. On receipt of a CABEI stand-by commitment, the local
institution will issue its own commitment(s) to local builders and/or
individual homeowners. Upon completion of the dwelling unlt(s),‘tne
local institution will complete disbursement of its own funds for purchase
of the mortgages, and will then exercise its right to sell CABEI the
agreed participation in the mortgages in blocks of not less than $lO0,000.

T. CABEI will complete the related borrowing under the guarantied
loan agreement (probably combining several purchases of such blocks of
mortgage participations) and will lend the necessary dollars to the
respective Central Bank, simultaneously borrowing local currency from the
Central Bank which it then disburses to the originating institution.

8. CABREI will, in a parallel effort, design a mortgage bond issue
in the face amount of $10 mllllon, and will agree to use its best efforts
to issue such mortgage bonds in increments to be agreed upon between
CABEI and A.I.D. over a specified period of time, with which it will
supplement the proceeds of the housing investment guaranty and provide
reserve liquidity within the context of its own regulations and require-
ments.



JII. Issues

A. Utilization of A.I.D. Loan No. 596-L-003

1. The capital assistance paper for the A.I.D.'$10,000,000 loan
contemplated that CABEI would open a "line of credit" in an unspecified
amount for each of the five Central Banks in Central America, and would
simultaneously receive a similar line of credit from each Central Bank
derominated in the currencies of the country concerned. Eligible
mortgage issuing institutions would then present groups of eligible
mortgages for financing in amounts totalling not less than $100,000 to
CABEI, of which CABEI would purchase participation in amounts of up to
80%%.

In actuality, the CABEI Board divided the $10,000,000 into
five almost equal increments, awarding $2,000,000 to each Director's host
country. CABEI did not immediately purchase any mortgages, but rather
accepted pledges of the mortgages as security for the loans to the Central
Banks.

2. The CAP would have restricted eligible institutions to public
and private banks with savings departments, cooperatives, savings and
loan associations, and commercial banks with savings departments. CABEI,
with ROCAP approval, permitted "contract" associations, and public housing
agencies to be included under certain circumstances, €.2., in the case
of contract associations if they agree to convert, and in the case of
public agencies if they establish savings departments.

3. The CAP contemplated CABEI purchasing 80% participations in
existing eligible mortgages with the issuing institution receiving a 1%
service charge. CABEI, with ROCAP approval, is meking loans backed by
a pledge of mortgages and allowing the borrowing institutions up to a
3% sp2§ad between CABEI's charge and the mortgage interest (average spread
was 2%).

B. A.I.D. Fee

A.I.D. policy allows a minimum charge of %% per annum of the
outstanding balance, with no devaluation insurance or delinquency reserve
fund required, only for investment guaranties in which there is a full-
faith and credit guaranty of repayment in dollars by the host country
government.

CABEI, however,.is a unique case. It has financial resources
(see Attachment 4) equal to or greater than those of many small nations,
including equity capital at 12/31/68 amounting to $2k,076,676.

The currency exchange agreements which it has executed with each
‘C.A. country (see Attachment 6 and detailed explanation of each such
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agreement in Attachment 3) have the effect of protecting any CABEI
investment in any C.A. country from losses due to fluctuations in currency
values.

The percentage of participation in the mortgages which CABEI -
will purchase provides a margin of value in the security which, taken
on the whole, should adequately cover the default risk.

Additional security is provided in the case of Guatémala in the
form of local currency mortgage insurance issued on each mortgage by the
Instituto de Fomento de Hipotecas Asegurados (Guatemala FHA). Similar
mortgage insurance programs are being developed in Nicaragua, and are
under consideration in Costa Rica.

C. Interest Rate

The "General Loan Conditions" promulgated by CABEI's Home Loan
Department presently limit the interest paid by the home purchaser to a
maximum of 12%%. The basic cost of the guarantied loan to CABEI under
the requested housing investment guaranty would probably be 82p based on
the present allowable rate to the U.S. investor of 8% plus the A.I.D. fee
of 3% Zp- The difference of 32p must cover all other fees, reserves, and
other charges imposed by any of the parties (excluding A.I.D.). A policy
of permitting a maximum 1¢ service charge payable to the issuing institu-
tion (unless otherwise approved by A.I.D.) as contemplated by the
original CAP, would appear mandatory. A breakdown of the interest on
a sample mortgage transaction in Gnatemala would then appear as follows:

o
QQEQJ%E‘B&

%R
® s

Interest to U.S. Investor

A.I.D. Fee

Service charge to issuing inst. X

Guatemala FHA MIP 1

CABEI earns Minimum
Total** 1

CABEI should, however, consider competing applications for the
mortgage-finaneing resources which would be made available under the

#Note 1: Under CABEI rules, the 12% maximum interest rate must
include casualty insurance premiums as well as all other fees and charges.

#**Note 2: The total interest rate shown will be applicable only to
that portion of the morigage note the financing for which is provided by
CABEL. The interest rate on the remaining portion the finanecing for which
is provided by the originating institution will average only approximately
9%. The net effective interest rate on the total note paid by the home
.buyer will therefore average less than the total shown. '
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guaranty not only within the framework of regional economic policy, need,
and 1rket, but within the context of ordinary commercial advantage to
CABEI. The influence of the competition of the market-place on thé”
determination of beneficiel net-yields to CABEL and the originating -
financial institution would become a sizable factor in militating against
straight political allocation of the investment resources.

It should also be noted in this connection that, while the
yield to participating institutions on the portion of the investment
furnished by CABEI would be limited, the yield on the institutions own
portion of the invesiment is limited only by host country law or regula-
tion, and the local mortgage market. -

D. Collateral Security

The Glikbarg report points out an apparent discrepancy in the loan
agrecments executed by CABEL and the borrower institutions. Accordingly
to his analysis of the "General Loan Condition Agreement" and the related
loan agreement, there is no system established for CABEI to automatically
acquire the mortgapges pledged as collateral security for its loans in the
event of default. CABEI, Glikbarg says, would have to go to court if it
wished to obtain the collateral, with the net effect that as a practical
matter, CABEI is virtually unsecured.

There is general agreement among the experts that have examined
the CABEI Home Loan Department operations that it should adopt a policy
of purchasing mortgages or participations in mortgages through its disburse-
ment of funds, rather than lending against a (possibly defective) pledge
of mortgages as security. ,

CABEI has resisted the imposition of such a policy in the past,.
contending that it presents serious mechanical difficulties (e.g., in
legal documentation and reqordation) and that there is no indication that
the mortgage participations thus purchased could be re-sold in the world
financial maris., . ' .

E. Technical Assistance

There is a unanimity of opinion among all the experts who have
examined the operation of the CABEI Home Loan Department that substantial,
continuing assistance must be provided by A.I.D. in order to improve the
utilization of the proceeds of the present loan and to maximize the
effectiveness of the proposed investment guaranty.

While LA/HUD and ROCAP have recognized this necessity, the realities
of dovnward pressure on staff levels (BALPA) and other program priorities
has prevented the accomplishment of thls objective until.the present time.



F. Exclusivity

Th> A.I.D./w team which reviewed the operations of the CABEIL Home
Loan Department in late 1966 and =arly 1967 recommended that the CABEIL
Home Loan Department be granted exclusivity in the housing investment . .
guaranty program for Central America; i.e., that all housing investment
guaranty projects be run through CABEI.

There are advantages and disadvantages in granting CABEI such
exclusivity.

Advantapges:

1. Would actually reduce the cost of the money going into each
country. Inasmuch as up to the present, no host government has participated
in the guaranty in C.A. countries, the A.I.D. fee 1s 2%, plus a l%% one
time charge at closing for a default and delinquency reserve, and 1%
per annun for a devaluation insurance fund. If CABEI became the borrower
and provided its full faith and credit guaranty, the A,I.D. fee drops to
%% and the special assessments disappear.

2. Vould provide additional encouragement to the reglonality
concept.

3. Would provide further impetus to standardization of mortgages,
building standards, etc. '

L. Vould provide a source of income to CABEL, even if held to %%
handling fee.

5. Would result in a delegation of administrative responsibility
o CABEI now borne by A.I.D. Note that the steps outlined in Section II B
above are very similar to the process followed by A.I.D. for approval
of housing guaranty financing. ‘ ‘

Disadvantages:

1. Would sharply increase CABEI's contingent liability under its
full faith and credit dollar repayment guaranty, even though this is
presumably partially offset by the host~country--CABEI currency exchange
agreements which cover the exchange risk.

2. Would insert another approval step in the processing of com-
petitive projects in the nonfcredit institution categories.

3. Would impose an additional burden on the small staff of the
CABEI Home Loan Department which, at this time, it does not appear capable
. of handling efficilently. '



IV. Recommendations «10~

A, Terms and Conditions

On the basis of its evaluation of the CABEI Proposal, its discus-
slons with the CADEI management, ROCAP representatives, and Washington
Federal Savings and Loan Consultants, LA/HUD recommends the authorization
of a housing investment guaranty in the amount of $10,000,000 to the CABEIL
Home Loan Department, such guaranty to contain the following terms and
conditions:

1. CABEI shall provide its full faith and credit guaranty of the
dollar repayment of the guarantied loan investment.

2. CABEI shall utilize the proceeds of the guarantied loan invest-
rent only to purchase participation in eligible mortgages except as A.I.D. -
may otherwise agree. The percentage of participation shall be no more
than 65% unless otherwise approved by A.I.D. Eligible mortgages are
defined as:

a. Mortgages which are placed on dwelling units the construc-
tion of which was completed subsequent to the date of the Contract of
Guaranty; and which was commenced and performed in accordance with the
technical standards of CABEI. '

b. Mortgages which are placed on dwelling units having a
sales price, including land, not exceeding $6,500.

c. Mortgages which have terms of not less than twelve years
nor more than 20 years.

d. Morvgages which do not exceed 905 of the sales price of
the housing including developed land.

All participations in mortgages so purchased by CABEI shall be
with recourse against the selling institution, and the selling institu-
tion shall obligate itself to replace mortgages which are delinquent
beyond the standard established by CABEI and shall agree to provide mort-
gage servicing in all cases.

3. The funds dizbursed by CABEI for the purchase of participation
in eligible mortgages shall be in local currency in the various countries,
which CABEI borrows from the respective Central Bank while simultaneously
lending dollars to the Central Bank; all in accordance with the agreements
between CABEI and the Central Banks. :

L. CABEI will purchase participations in eligible mortgageé only
from the eligible institutions agreed to by A.I.D. and CABEL, unless
otherwise authorized by A.I.D. _

o« The term of the guarantied loan investment to CABEI shall be
25 years. i
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6. While allocation of funds to each member nation in CABEI
w1ll be based solely on demonstrated need, demand, and capacity to invest,
CABEI may, with the approval of A.I.D., offer to reserve a specified .
amount of the investnent puaranty, for a period of not to exceed 12
montns from the date of the guaranty contract, for utilization by any
member nation(s) not immediately able to demonstrate capacity to properly
utilize the investment. In such case, CABEI shall specify the steps which
must be taxen by the menber nation in order to provide such demonstrated
capacity, e.g., the enactment and implementation of legislation creating
a savings and loan system.

T. CABEI shall, prior to execution of the Contract of Guaranty
by A.I.D., have established an Advisory Committee in accordance with
Section 2.3 of the Home Loan Department Norms and Operating plan,

such Adviscry Cormittee to be required to meet regularly for
the purpose of advising, through the Board of Directors, the management
of the CABEI Home Loan Department on lending policy.

8. CABEI shall agree to utilize, to the maximum extent practi-
cable, its other financial and administrative resources to further:

a. reduction of the cost of land development;
b. standardization of building materials;

c. improvement of organization and methods in the home .
construction industry;

d. lending to home builders for modern construction equip-
ment.

B. Technical Assistance

A.I.D. has authorized the establishment of an office of Housing
and Urban Development in ROCAP and is in the process of providing the
necessary stafiing. The head of this office shall be able to call upon
existing A.I.D. contractual services as required to provide technical
assistance to CABEI. However, this outside input should be supplemented
by expertise provided on a full-time basis within the CABEI organization.

Accordingly, CABEI shall agree to retain long-term technical
assistance by a recognized expert in the field of mortgage banking with
special reference to secondary mortgage financing. The cost of such
assistance shall not be borne by A.I.D. The duration of such technical
assistance should be not less than one year.
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The specialist retained by CABEI shall also provide assistance
in implementing the specific "house-keeping" recommendations contained
in the Glikbarg report (sec Recommendation Number 5, p. 35), where such
reconmendations are applicable and have not already been implemented.

C. In Rerard to the Issues

1. While there have been substantive variations in implementing
the utilization by CABEI of A.I.D. Loan No. 596-L-003, these variations
have been with the consent of A,I.D. LA/HUD believes that with the pro-
vision of the “echnical assistance rccommended in II above to provide
close supervision and enforcement of the mechanics and procedures recom-
mended in T above, as well as the steps that the CABEI Board has itself
taken in the process of maturing (e.g., nev experienced management of the
Home Loan Dept.), the objectives of the recommended guaranty can be met.

2. LA/HUD recommends acceptance of the CABEI full faith and
credit guaranty, supported as it is by its currency exchange agreements,
its own financial resources, and by the mortgage participations. them-
selves, as the equivalent of a host-country %uaranty of dollar repayment;
and therefore the assessment of the minimum 5% A.I.D. fee without additional
default or devaluation increments.

3. LA/HUD believes that the total interest rate payable by the
homeowners will be competitive with current market rates in each Central
American country and that it will not prevent prompt utilization of the
guaranty. LA/HUD recommends that the financial contracts negotiated with -
each country be based on interest rates to the home purchaser consistent
with those utilized by existing Savings and Loan Associations or other
mortgage credit institutions in Guatemala, El Salvador and Nicaragua,
and proposcd institutions in Honduras and Costa Rica with the "spread"
earned by the participating institutions subject to A.I.D. approval.

L. LA/HUD recommends the purchase of participations in eligible
mortgages as described in paragraph II.B.6. above, to resolve the problem
of collateral security at the same time that CABEI becomes directed
toward the goal of providing a secondary mortgage market.

LA/HUD further recommends that CABEI take the following
specific actions in parallel with its utilization of the guarantied loan
investment:

A. CABEI has the existing authority to issue "cedulas
hipotecarias" or notes secured by blocks of mortgages.
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IA/EUD recommends that CABEI be required to have designed
the $10 million issue described in II (B) (8) above, and have secured
A.I.D. approval of such design, within twelve (12) months of the date of
the contract of guaranty. ‘

B. Offer to borrow from private sources outside Central
America (without the A.I.D. guaranty) an amount of at least $1,000, 000,
utilizing as collateral a block of mortgages, mortgage participations,
and/or pledges of collateral security, which CABEI now holds in connec-
~—tion with its sub-loans from A.I.D. loan 596-L-003. This offering should
be in general conformity with recommendation number three of the Glikbarg
Report (Attachment 3).

5. LA/HUD‘S recommendations in regard to technical assistance
are set forth in IV (B) above.

6. LA/HUD does not recommend at this time the adoption of a
policy of exclusivity in the channeling of housing investment guaranties
through CABEI. CABEI's performance in utilization of the proposed invest=-
ment guaranty should be the foundation on which a decision is based in
the future. For the present, the desirability of channeling each housing
guaranty project in Central America through CABEI shall be considered
on its merits.

LA/HUD:JDKilgore:ran'
July 1, 1969
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March 28, 1969

Mr. Oliver L. Sausec,
Director ROCAP
Galerias Espafia
Plazuela Espafia, Zona 9,
Guatemala, Guatemala

I
De¢ar Mr., Sause:

1 ax?n pleased to submit to you a request for a Housing Investment
Guaranty in the sum of $10 million, which updates oux application sub-
mitted to! AID in Scptembex 1966 for $15 million, The purpose of this
Housing Guaranty will be to cnable CABEI to continue its program of as~.
sistance fo finance non-subsidized homes for middle-income families in
Central America. This request is a logical next step after the AID Joan
of 1963, which inaugurated the Home Loan Department of CABEIL

l
- Thfe points mentioned below were raised primarilf in a conference
held in the Dominican Republic between representatives of CABEI, AID/
Washington, ROCAP and Washington Fedecral Savings and Loan Associ-
ation of Miami Beach. This request is a result of the understanding of
that meecting.

We have appended to this Memorandum a history of the original
loan and the status of the existing program.

The main issues related to this request are the following:

I, Guaranty of the Loan

CABEI is a public institution owned in equal shares by the Govern-
ments of the five Central American countries, Its authorized capital is
$60 million, of which $32.5 million is paid in. CABEI has operated at
a profit ranging from $542, 000 in 1967 to $751, 000 in 1968 and a projected
$1, 400, 000 for 1969. The total resources of the Bank presently are
approximately $210 million. CABEI will be fully obligated to repay this
loan.

.Inlopcration, the relending by CABEL will be disbursed in local

G

7
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currcncy in the various countries, CABEI will borrow this local curren=~
cy from the Central Banks and simultancously CABEI will lend dollars

to the Central Banks. This in effect means that CABEI owes local curren-
cy to the Central Banks and that the Central Banks owe dollars to CABEIL
on the same financial terms as CABEI becomes obligated to the U.S. In-
vestor, All these transactions arc sct forth in agrecments between CABEI
and cach Central Bank.

The credit risk is covercd not only by the direct obligation of CABEI
but also by the dircct obligation of the sub-lender in each countly. While
these sub-lenders are substantial private institutions in theix own right,
in some countries, such as Guatemala, there may be an addltlonal guaranty

furnishcd by an Agency of the Government, namely, in that case; the FHA,

4
* The individual borrower also pledges his personal credit in'addition

to the moxrtgage on the home itsclf. Historically, CABEI's loans have

amountcd to 70% of the value of the homes financed, _ I

.All these would appear to be ample sccurity for the credit risk,

11, Procedure for Disbursement from the U.S. Investor to CABEI for
Relending Purposes.

CABEI will rcceive dollars according with arrangements which are
currently required by AID and the U,S. Treasury. It will exchange these
dollars for local currcncy in the various countries in accordance with the
procedurc described above. The local currency will be used to finance
local mortgage credit institutions with the collateral guaranty of the agreed
upon portion of the local mortgages on homes that are eligible for AID
guaranty under the terms of the agrecement, with recourse to the sub-boxrrow-
er. ' '

An eligible moxrtgage is a mortgage that meets the standards of
the CABEI loans under AID loan 596 ~-L-003, except that (1) instead of the

_percentage purchased being 80% , it will be 75%, and (2) the cost of the

house and lot will be limited to $6.500 rather than .$10, 000.

III. Eligible Institutions

CABEI agrees to give preference to Savings and Loan Associations,
but reserves the right to finance other eligible institutions, in oxdex to carry
out one of the basic aims of the Bank, which is to promote all the bcncﬁts
of a competitive economy in the housing field,

In those countries where Savings and Loan Associations are not in
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cexistence, CADIJI will usc other eligible financial institutions, public and
private, which operate on a sound {inancial basis and do not engage in sub-~
sidizcld housing, and which arc not only attracting savings but also making
special efforts to attract additional {ree savings {rom the public for housing
purposcs.

Because of the progress made in the development of Savings and Loan
Associations and the cexpansion of existing credit institutions, insurance
companics arc not cligible under this program, except under special circum=~
stances when other cligible institutions are not available.

1v. Drawdown Schedule

It is anticipated that the funds would be drawn-down in a 36 months
period from the signing of the loan agreement, in accordance with the follow~
ing tentative schedule: '

Approximate amounts of

Time Period Monthly Drawdowns Cumulative
First 6 months $ 0 $ 0
From 7th to 12th month 100, 000 600, 000
From 13th to 24th month 200, 000 ' - 3,000, 000
From 25th to 36th month 666, 666 10,000, 000

It is understood that the minimum drawdown will be of $100, 000, The
drawdowns will only take plece when there arc in existence eligible mortgages
on new housecs under the terms of the agreement, CABEI intends to assist in
the construction of these houses by the use of the Letter of Cornmitment
process. This procedure is provided for in the regulations of the CABEI's
H.I..D. This represents a further effort by CABEI to expand the capability

of the construction industry in Central America, through additional financing.

V. Term of the Guaranty

Although the individual mortgages to be financed will have maturitics
from 12 to 20 ycars, in accordance with existing regulations, CABE] reqiests
that the AID Guaranty be extended for a 25 year period.

This will enable CABEI to use early maturities for relending purposes,
thus increasing the size of the program,

VI. Cost of the Money

It is estimated that ‘CABEI will charge 9% to the sub-borrowers,
consisting of 8% as the assumed interest rate to the U, S. Investor,;’,; of 1%
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for the AID Guaranty and 3 of 1% as operating maxrgin for CABEIL, gThc
borrowers {from CABEI will relend at a minimurm of 1% more, but with com-
plete regard for the existing local conditions. Any relending rate will be
agrcced upon by CABIEI and the sub-borrower. :

VII. Maaagerment of the HHome Loan Departiment

CADBEI has taken recent steps to expand the scope of its Housing
Department by recognizing the necessity to have more financial orientation.

It has appointed Mr. Agustin Guticrrez as the new Head of the Department,
bascd on his ample cxperience in the banking field, He formerly held the
position of Jixccutive Vice President of CABEI. He is charged with not only
expanding the operations of the Department in connection with the dlsburscmcnt
of this loan, but also to ac}ively work in developing the begmnmcrs of a

capital market for home fma.ncmg in Central America based on thé resources
of the existing Department.

It is the intention of the Bank to assist itself with direct couils’cl through
the formation of an Advisory Comnmiittee to consist of one titular delegate and
onc alternate {rom cach of the member countries. This group is to be com-~
poscd of individuals with experience in home financing and construction in
Central Ameurica. It is believed that such an Advisory Committee will be of
great assistance to CABEI in expanding housing programs in Central Ameri-
ca while, at the same time=, increasing the spced of the economic integration
of the Region,

CABEI is considering the necessity of obtaining technical assistance
for the operation of this Program,

VIII. Lending Policy

The allocation of the {funds to each country will be based on need, demand
and capacity to invest, supported by the up~to-date market analysis of
cffective demand for middle-income housing in the area, which is presently
being prepared by the Home Loan Department of CABEI :

CABELI is conscious of the risk of credit concentration in any one
spccific site. The financing of eligible mortgage credit institutions through-
out the region, will make the HIGP available for the construction of homes
and for the development of small specific housing projects in cities in the
interior of cach of the Central American countries. On the other hand, CABEI
intends not to compete with the "Specific Projects" phase of the Prog‘ram by
which large projects are developed mainly in big urban centers.
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IX. Improvement of the building industry

+
¢
0

The Bank, using its other financial and administrative resources,

intends to take action, within its capacity and in coopcration with CACM
regional and nati_onal agencices, cither private ox public, to further:

a) reduction in the cost of buying and developing of land for housing.,
b) standardization of building materials

c) improvement of organization and methods in the home construction
industry.

d) lending to home builders for modern construction equipment.
I am;'willing to follow closely the progress of this application, in
ovdexr to facilitate its approval, and I thank you for all your valuable.cooper -
ation in this respect. :
!

- e

P~

/rg&j)

resident
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" I. Rocommondations

II. Tindings _

III, Purposc and Objectivos of CABEI's Home Loan Departnent

IV. Intorost Sproad and Form of CABEI Assistance

V. Mignitudo of Socond Round Assistance

VI. Louns or Investment Guaranties

VII. Technical Assistanco

VIII.Background '

IX. CABEI Homo Loan Department As Méanslof.Eéﬁnomib inteé;ation

LAPPENDICES :

A.  Reason for Evaluation Team (AIDTO GCIRC XA-833)

B.  Information Requé,s‘tea of Field (TOCAP A-53, 10/18/66)

c. - Rolation to Central America Housing Policy (TOGAP 115, 11/14/66)
1. Memo on use of Investment Guaranties, 10/16/63
2. Memo on Usoe of Investment Guaranties, 9/11/63

D.  Memo from Robinson to Sause suggesting Creation of Socondary

Harkot Facility for Central Americe and Use of Investment Guaranty,1/10/63.

E. Memo from President of CABEI Recommendinf CABEI Involvement in
Housing, 3/14/63.

F,  AIDTO CIRC YA-1180 on First Team Visit of Robinson, Solow, Gordon,
Callejas and Silberman. .

G. Memo from_Solog to DuFlon on Evaluation Team's action, 4/25/63.
H.. Loetters of Inplementation | |
I. CABEI Home Loan -Department Norms

J. Digest of Loan Agreement

K. Eligible Institutions
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[ .
Memo ro El Salvador Loan and Relationship to CABEI, 5/13/64

Financiera of El Salvador not to act as Secondary Market Facility.

Gordon Memo on Technical Assistance

" Commonts of Vashington Fedoral on GABEI Investmenthuaranty Application

Effoctive Demand
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CABET_DOVE_TOAN DEPARTLENT |
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I. IRCOMMENDATIONS

As a resull of : a) a review of the petential of CGABETI, the original objoctives
of AID's $10 million loan to CABRI and the requssls for additional assistance
from CABEI, USAIDs and individual home credit institutions| in Central America;
b) a fact-finding visit to, CGentral America to delermine the manner which AID's
loan has been used; ¢) AID's policy of stimalating the ecohomic integration of
Contral America; und d) bascd on the assumption that AID will continue to
provide {inuncial assistance to home credit institutions in Latin America, I
have tho follouing recommendations which are more fully develcped in the body
of this report. . ;

o

{
1. CABEI should be the focal point for providing financlal assistance
to home credit instituticns in Central LAmerica. 2

i

2. IMurther financisl assistsnce to GABEI shovld boe mede by AID in .
the form of botk loans enxd investment guarsnties., |

3. Loan assistance should swount o $10 million and investment
guaranly assistance to $10 msliliicn, '

4o Investment guaranties in Central Americe showld be limited to

. CABET, with the understarding thatl iritialiy this guaranty
assistance will be directed toward theee home credit institutions
vhich will finance eligible applicaticns submitted by the
September 15; 1966 desdline.

5. Instituticns eiigible 1o obtain assistuance from CADEY should be
limited to those types declared eligible in the original CAP, i.e.,
home credit instituticre dovoted exclusively tc cobtaining savings
for housing and public, private ¢r mixed bsuking institutions which
can help generate lecal rescurcss, and housing coopetatives. Public
housing institutions, e.g., INVA of Hondures, INVI of Nicaragua,
INVU of Costa Ricae) sherld not be eligible for assistance.

6. In order to assure the attention to housing cooperatives required
by the Humphrey Amendment, some’AlD essistance should be earmarked
for that purpose. )

7. Although CABEI sheculd be used ss a source of %seed! capital for
savings and loon systeme where possible, initial direct acssistance
by AID to embrytnic national savings and lcan systems should not be
barred, : X

8. A liquidity reserve fund sheuld be estublished in CABEI tc assure' -
constant availability of mecrtgage refinancing to morigagees,

9. Separate accountability should be nmaintained of: a) CABEI and
' CABEI*s Home Lown Department; and b) of GABEI's liquidity reserve
cand all profits of CABEI's Home Loan Depertment should be
reinvested in heusing.
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Assistance by CABEL should be on-a comparative basis with the return
to recipient institutions determined by services rondored and the
risk and markot rather than ostablished artificially.

In order to increasc the accuwmulation of funds by CABEI, the terms - -
of tho'guaranticd loan to CAEEI should be 25 years, or nore, with
the averago teri of home moritgages established at 15 years, This
difforcnco would fund CABEI without eny additional cost to the

hone buyer but should be used only if the CABEI Norms of income

and monthly paymants are maintained.

1
\

The Board of Governors of CABEI voted on December 14, 1966, to
request the member countries to seck further loan or investment
guaranty assistance from AID, : :

Despite certain.departures from the original concopt of the
initial $10 million loan, there is a definite potentiel in CABEI,

CABET is prepared to channel funds where ncoded rather than on a
country by country allotment.

CABEI is prepared to eliminate public housing institutions from
further assistance,

CABEL has ected more in the nature of a co-primary financing agency

‘than as a sccondary market facility. Given the existing circumstances,

this could be justified. However, it should be considercd a stepping
stone, only, toward CABEI's function as a secondary market facility.

Local credit institutions are now more interested in the use of

- their own funds for homg mortgages as a result of past assistance

from GLBEL, The incentive and stimulus of additional “"sced"
capital for CABEI will result in such funds being made available.,

Properly approached, local home credit institutions would be
prepared to act as borrowers of investment guaranty funds from
CABEI rather than purely as administrators,

There is a recognition by the local home credit institutions that
have been making monies available for higher cost housing that a
markect does exist al the {6500 and under level and: could provide
a profitable source of business. i

Thero has been insufficient continued contact between GABEI- and the
local home credit institutions which could be remedied through
additional fingncial assistance and through more aggressive

* technical gssistance,
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IIX. PUEPOSK,_AND ORJRCTIVRG O CARRTYS_JIOWR_LOAN NRPARTMINT

e R e AR T S DL

Tho function of CABRI's Howo Loan Department is threefold: 1) to provide funds
on a joint risk basis to.privary lending institutions through borrowings from
the U.S. CGovormuent or olscuhore; 2) to attract savings or other resources

for housing throurh ths incentive of participation in tho risk; and 3) to
assure primary lending:institutions of a market for their mortgages as nesded,
This of course, is also the function of the National Home Loan Bank Boards
ogtablishcd in tho various Latin Amsrican countrios with AID technical and
financial assistance.

In the dmplementation of the 41D loan, CABEI has bcon used as & source of
-primary lending through ihe addition to local savings of loans from AID.
Given the lack of cligible nortgapges, the absence of accuruilated savings and
. tho inordinate demand for mortgage financing, this vas the only course to bo
- followed initialiy.. Any sccond round of loans, however, should emphasize all
" three purposes., hetually, CABET sh.uld be serving for Central Amorica as a

vhole what individual %1 Home Loan Iank DBoards arc supposed to bs decing for

national S2L gystems. These Boards, too, havo ccncentrated initially on

bump priming. The additicnal factor in the casc of CABEI is that its activi-

ties encomwpass a varioty of home crodit institutions and are not limited to

S&L associations, In serving this range of home credit institutions, CABEI

is tapping a primary source of funds not: othervise being made available for

housing. Through its distribution of risk over five countries and its
pptentially larger consolidated, external borrowings, moregover, CABEL is in

& position to compete bebter in the moncy markets for funds for relending,

IVe INCERTEST_SPRVAN AN FOWM OFF_GARTT_ASSTSFANCR 5
The original concepl of CABEL cnvisaged CADBI investing in nevly created
morigages to the extent of 80%, with the primary lending institution receiving
an interest spread of 3-/4% on its 20% ipvestnent and a 1% service charge on
CADEL g ?O% investrent. CABRI's profit would be used for relending. This
was changed during implementation to louns by CABEI at 6% and mortgage loans
of 9% or a 3/ sprcad to the primary lending institution on CABEI's 80% invost-
.ment and e 3-4% spread on tho primary institutions' own 20%-investment. The
roason was twofold: 1) lack of existing eligible mortgages and a dosire to
place the whole risk on the prinary lending institution to assure their
carcful lending practices. The former situation could have been resolved by
parvicipation purchasce by CGABEL, with advance commitments, Hovever, if
groater risk in the primary lending institutions is desired, the terminology-~
participation purchase with recourse or lending ~ becomes immaterial,

CABEL - with tho endorsemont of AID's consultants - determinet that the risk,
initially, should be in the primary lending institution in crder to assure
their careful appraisals and servicipg of the nortgrges. Thib argument has
merit but should not- be applied universally, For oxample, nortgages issued
in Guatemala can be Filh insured. Lehding institutions should be prepared to
accept a lover sproad because of the reduced risk. It might also be possibla
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to establish o fluozrg scale of interrelated spreads and percent of participa-
Lion which would resull in more comparisen purchgses or loarns by CABEIL,

Vo o MG 07 SUCGHD_ROIIID_LSST8TI N,
The Tirvet (10 miliion loos has teen fully dasturced Lo CAREI , end epproximately
08 miliien has Loon dlsbureed bty the borrowing institutions. $4.5 million was
44 ] stitutions (INVA, INVI and IHVU)but these will no
cance.  Ine CLEEL eprlicetions. for loan and invest-
5 iPnest o present inrtlt tional demand in excess of
020 :J]Lgun, F;;c;11v~ derard covdd unilize tais axount.

uny¢~caticns submatled by September 17, 1966, total :
there cre patenily ineligible epplicants, there are
to use the $10 million allocated to

A
At the tins e firet losa to CGARDI wes under considera ation, the Regional :
Housing Jdvizer cucpested eiiner o less restricted interpretation of the i
Foreign fsciviancs Lol or en avendmont to parmit AID investment guaranties of i
loans veo CLBEL.  The Cupital fssistance Paver reflects this suggestion. In [
. K FR Y omde e gem oo BT L TR, B JUN ‘ﬂ- . H
TACL, Lnd Aavier course was vuiren and the AL hus been amended to permit AID ‘
punreniieln of dieens 10 non: eredit instiiuizo;s, :

Senly uhLlDJlx;; non ve*, wou .d genera 1]y make

o

;oo

3

o0an oP ?5 years Vlth homne moru"agcs

o guzraniced 1
s 2elit return to GABEI,  The linmited amount of
o woUdd; moreover, not vermit sulficient assistance X
G ugzosicd that in addition to providing invest-
lean at 2-1/2% interest also be made to add
< i1tion. /
. /I/
VITe JUOHSICAL LSSISTENGR s L

tlons contain a reservolr of morigege lending
s know-hew can LO tepped hy including representa-

exper snd ability. Th
tives of those institutions in the Ldvisory Committee already provided for
in the CLBEL lickims, In eddition, there 1s a defirite nced for an aggressive
UeS. mortgege advicer to provide & stinulvs and initiative in the dovelopusnt
of nev Tforms of arrangemants between: &) CAFEI and the primary lending institu-
tions and, b) .between CABEI end cxternal end internal narkets for CPBDT's own
Home Loan bonds or oonzorings At tho primary lending institution level,

&a

there is still need for ccucation as to the markets for lowvor cost housing,
development of project tyre lending, and attraction of savings.,
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VIII.RACKGROUND . '

On November 29, 1963, AID exccuted a loan agreemsnt with the Genz;al Amerdican
Bunk for Economic Intcpration (CABEI) in the amount of $10 milli&n to cnable
CABEI to estrblish a lome Loan Department which would act as. a secondary
market fucility for home morlgagos issued by home credit institutions in
Contral fmerica. The full £10 million has bocn committed by CGABEI.

CABZI has now subaitted an application for a loan of $15 million and an invest-
nment guaranty in the amount of $15 million to cenable it to continue the purposes
of the original loan. At tho same time, Financiera Nacional de la Vivienda

de San Salvador has sulmitted a request for a'lcan of $6 million to supplement
the §3.1 million loin made to it by AID on Vay 21, 1965, as "seed" capital

for a savings and loan system. USAID/Henduras is considoring submitting a
request for a Fsced® capitel dollar loan if propesed sevings and: loan legisla-
tion is enacted. These requests have raised the following issues (Exhibits A;
B, C, C1, C2):

1. How bhag CLBET s Home Loan Department operated in the past and
what is its potentisl for the futvre?

2o Should £ID make bilateral loans and investment pusraniies to homs
credit instituviions in Central America or should assistance bs
channelled through GADEI? (It is assumsd that AID, rather than IDB,
will provide finsncial assistance,) :

The Presidential Decleratien of the President of the United States end the-
Presidents of the five Central fmovican countries of March 18, 1963, included
. the following languages
®The Presidents elso oagroc that opportunities should be given
to the people of Centrzl fmerica to build and purchase lheir
homes. There exists in Gentral Americo national savings and
loan inztitutions which have been assisted under the Alliance
for Pregress, and others are sbout to be created. Jn order

to give further support for those national efforts tha
Presidents of Central America suggest that a Regional Homa
Loan Depariment, which would be a secondary sgource cof Home
Mortigage Funds, should be created oz a division within.the
Central fmerican Bank for Econcmic Intepration and the
President of the United States agrees to offer technical

and finorcial assistance to it,." g

This statoment reflected recommendations to President Kernnedy by AID
(Exhibit D). It alsc reflecled a Resolution of tho Board of Directors of
CABET that CABEY is an sdequate {inancizl organizalion to activete non—
public heusing, and that’ ono mezns cof promoving hoveing weuld be through
financing of savings and loan associations, housing coopsravives, merigage
discounts and savings deposit imsurance (Exhibit E ).
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Following that Daclaration, an AID/U-ROGAP-CABEI team developed & CALP vhich
rosulved in tho execution » on November 29, 1963, of a loan agrecement pro-
viding for a loan of 510 million by AID/W to CABEI (Exhibits F and G ). To
date 21 Lotters of Implewontation have been issued (Exhibit H).

The purposc of the loan is oxprossod in the Capital Assistance Papor of
Octobor 28, 1963, as fourfold: 1) to crexte & pormanent mochanism to help
oot the housing ngeds of the Central Asorican Cormon Markot; 2) to encourago
thu creation of savings and loan associiitions and home loan departmonts of
comidrelal banks and other financial institutions; 3) to help standar.ize
building construction materials and provide employmenti and 4) provide
housing. _i; e

As cxpressed in the “"Norms and Operating Plan" of tho Home Loan Departmont
of CABEI (fxhibit 1) the purposo of the progrdu is sevenfold: to promote
rogional policies, strengthen existing financiel institutions and stinulate
new ones, increase competition awong such institutions; promote a Central
lnerican construction industry, incrcase economic levels and greater employ-
ment and strengthen economic integration, )

B. Tonn Aorecment

The existing AID loan is in tho smount of $10 million at 3/4% interost for

40 years and a ten year period of prace. The CAP; loan euthorization and

loan agreeimcnt contenplated purchasc by CABEL of 80§ participations in existing
nortgages with a 1% annual gservicing fee to the savings institutiocn. In fact,
CABEL malkes loans to instiilutions at 6%, plus a 3/4% commitment fee on amounts
not drawvn doun, and the institutions reloan at 9%. Fortgages are limited to
12-20 years with a maxinum dwelling unit sales pricc of $10,000; dovmpayments -
ay range from 10-20%; and intorest gy range from a minimwm of 8% to a maxi~- -
mua of 12%, although presently only 9% is approved. The CAP was based upon a
femily income of $90~400 per month {(Exhibit J),

In order to protecct against exchange luctvations, CABEI lcans dollars to tho
respective Central Banks.at 3/L% fow /0 years and a ten yoar grace period,
and tho Central Banks loan local currency Lo CABEI at a.similar rato with
the repayment obligation ¢f' the Contral Banks limited to local curroncy made
available by CABEI, - ) '

C. Elisible Institnidons

o [EOAE A SAEY

The Capital Assistance Paper lists four types of institutions in Central
America which accept savings and make hiousing loanss l).banks, public and
private; 2) mutual or stock ssovings and loan asgociations; 3) private savings
and loan companies which are also in the business of developing lard and con-~
structing houses or operalc under the contract; and, 4) govérnment housing
agencies. It sthtes that the Housing Department of CABEI is designed to
assist only institutions in the Pirst two categories and declurcs incligible

. T3

institutions in the last twe categories., The loan agreement itself does not
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ctate vhat types of institutions are oligible o8 borrowers. It moroly states
that tho loan is nado %to assist in the finaneing of a Hems Loan Dopartment
vithia Borwvouer, vhich will act as a source of socondery financing for home
noryraso institutions in Borrower meumbor countries, retalning or selling ‘tho
portiolio accuunleted end £olling participations in this portfolio." However,
tho rales and rogulations edopted by CLEAL-An February 1965 and approvod by
WOCLY doclaxe odipible: 1) public and scud-public savings and loan institu-
tiong, 2) matual ond stock revings end loan asgocistions; 3) housing coopora=
tives; 4) privato end public banks end credit institutions which ongago in
savings end louns for housingg, 5) public ond private insuranco companios
valch finance niddle-incone housing; 6) contract associations vhich agroe to -
convert and; 7) wader exceplional eircumstances and temporary conditions,
public housing zpgoncics. .

D. Dorrovinz Thstitutiong (Fxhibit R)

1. Joaps hv DABRL

a) Costa_Rica
INVU (public housing agency) ~ $°1,000,000
Banco Nacional (public commercial bank) 1,000,000

b) Fl_Salyndor

Banco Hipotecario (mired public and private
commercial and mortgage bank) 2,000,000

¢) Guatamnln

Banco Granai~Townson (commorcial bank) 963,000
Crodito Hipotccario Nacional. : 437,000
Banco de Occidente (comnercial bank) . 500,000
Cia de Soguros Cruz (insurance company) b 250,000

a) Hondnrags

Cia do Soguros Interamericena (insurance co.) 250,000
INVA (public housing agency) : 1,500,000

o) Nicarama |
1

INVI (public housing agency) ;24QQQ¢QQQ
-$10,000,000
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2. Also declarod eligible by CABEI:

“Banco Credito Agricola do Cartago (public'commercial bank)
Banco Anglo Costarrigonso (public comnercial bank)

b) F_Sodyadon

Finaneclera Nacional de la Vivienda (INV)(Home Loan Bank)

Comercial Asegurado Suizo Americana (insurance company)

d) Honduras
Banco Atlantida (Chase Manhattan)
E1l Ahorro Hondurenio

Differences Botuonen Canital Assistance Papar

o e,

and_Actnal_ Onavation:

ol

1. DIwelline Unit_Goat. : The CAP contemplated a $10,000 maximum
selling price with a floor of $2500 and an average of $5000,
This maximun hss been retaincd except thal, in accepting collateral
for loans CABEIL, with ROCAP approval, will accept mortgages on
housing costing $20,000 to‘bo replaced by eligiblo mortgages.

2. Iligihle Inatiint
to public and privete banks with savings departuments, coopera-
tives and S&L associations; and commercigl banks with savings
dopartments. I{ expressly prohibits contract asgociations and
public housing agencies, CABEI, with_ROCAP anoroyval, permits
contract associations.and public housing agencies to be included
under cecrtain circumstances, e.g., in the case of contract
assoclations, if they agrec to convert, in the case of public
agencics, if they establish savings departments., '

iintions.  The CAP restricts cligible institutions

3. Eggﬁigipgﬁignmin_ygxigﬂqﬁén Tho CAP sced capital loan agreecnent
contemplated: CABEL purchasing 80% participations in existing
mortgages with tho issuing institution recoiving a 1% service
charge. CABEI, with ROCAP approval, is making loans backed by
a pledge of mortgagts and allowing the borrowing institution a
3% spread between CABEI's'charge and the mortgage interest.
Dafaulting mortgages must be replaced by sound mortgages.
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Dishursermants, As of Docembaril, AID has disbursed $9 million to
CABEI and CABYI had disbursed 359335,000 to tho following institu-
tions. The lattor had disbursed $4,550,000. Houses comploted
totaled 93/ and under construction, 763, with an average price of
£8300. -

EﬁlﬁhiﬂﬂiﬁudIKJLEDﬁ.Inﬂu“SXSi”Qﬂo Two countries, El Salvador and
liearagua, hnve lopisletion providing for S&L systems. Guatemala

hag throo S&L essoclations oporatling under general law and an FHA.
Costa Rica's hune credit ingtiiutions are nationalized. Honduras

is considering legislaticn, '

1. JF1_Salvador. On May 21, 1963, LID oxecuted s $3.1 million loan
agrecment with the GON. "The loan is for 40 years with & ton
yoar graco period. During the ten yecar grace period, a service
fco of 3/4% js charged. Thcreafter, interost is at the rate
of 2%, IWV nay rale deposits in, leans to, or buy mortgages
from S&L associations, Ie fact, FNV mzkes loans o associations.
To date it has loaned $5.3 rillion to the three stock associa~
tions. Association losns have resuvlted in €28 mortgages
totaling $5.6 millicn,

FRV has requested a second loan of £6 millicn. Bascd upon a
report by a corsultant, an TIR for £3 million has been approved
subject to a determination vhather a loan should be made to
CABEY or to FNV. fThe consultantis report recownends a loan.

At the tine of the original $3.1 willion loan to FRV, the question
of 2 bilatersl loan versus a loan to CAREI was raisecd (Fxhibit L).
In addition to the facl thai a4 cummitment had been made to the
GOES, it was deccided that a bilateral loan would be more effective
in creating a systen which coulgd subscquently take advantage of
CABEL. Hevever, botl tha Capital Assistance Paper and loan agroe-
ment contain ~tatements to the effect that Plnanciera will not

act as a cecondary market facility bul that CABRL wewld excrcise
that function (Exhibit M). For example, the following state-
ments appear in the Capital Assistance Paper: B

PAID funds will not be used in sccondary morivgage financing -
without prior concurrence of AID™% this project will
provide institutions through which CAEEI can utilize the
$10,000,000 A1D loan. ¥9%Thas, loan funds may not be used
by the Financiecra to engage in rediscounting of mortgages
in direct competition with CABREI, '

Although the Charier of the Financiora permits the

. eorporation to engage in socondary mortgage financing,
it is nol proposed to utilize the AID loan funds for
this type operation,®
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In the Loan Agreement, the following conditions and covonants appear:

"A rcport describing the substanco of consultation between tho
Borrower and the Central Bank for Economic Intcgration.(CABEI)
on tho subject of Borrower's cooporation with CABEI as an
intermediary or otherwisc for CABRI secondary mortgage financing
oporations in Fl Salvador."(Condition Precedant)

iLxeopt as AID shall othorwise hLgree in vriting Borrower shall
uso loan funds for secondary mortgago finencing only to tho
extent that funds for such socondary nortguge financlng are
not available from other sources on satisfactory terms."
(Covenznt)

2. Nieavogua. A $3.7 million loan from AID has bsen approved but
not yot executed. It is a two~-siep loans 40 years at 2—1/2%, with
a grace period of 10 years at 1%; the GON will make pesos available
to the NHD for 30 years at 3%, with a period of graco of eight
years at 2%. The NHB will: as roloan to associations at 5~l/2%;
b) make deposits at the dividend rate; or c¢) buy mortgages. It
is contemplated that mortgage rates vwill approximate 10%; with
a 4=5% spread betveon HNHB charges and mortgage rates. The maxi-
nwa sales price is $10,714.

3. Guatemaln. Guateimala has not requesived assistance from AID and
nonc is contemplated. Its systems presently has net savings of
$5.3 million excecuted in 1962 allocates $R.5 million for a savings
and loan system but has not been utilized. ‘

4o [Costa_Rica. There is a suggestion of an interest in a private
S&L system, but no affirmative steps have yet been taken.

5. Honduras. Honduras does not now have a S&L system but is
considering legislation. :

X QABEl_HQﬁE_}DﬂN DEPARTIENT AS A_JRANS OF FCONOMIG INTEGRATION:

AID policy is to foster Central America economic integration through CABEI.
This vaz reiterated as late as Decembor 9, 1966, Ly AID Administratér Gaud.
Tho puroose of the establishment of a Home!Loan Dzpartment in CABEI and of
tho $10 million loan vas, inter alia, the economic integration of Contral
fwerica. Tho loan is intended to help kchiove this purpose by: a) providing
ono central source of secondary financing for savings generating home credit
ingtitutions (not only S&L associations), b) standardizing mortgago, and lend-
ing procedures rates and docunents, c¢) stbndardizing design and conptruction
forms, and d) making it possible, through economicg of scale, to borrow
money oxternally. The Board of Directors has stated on several occasions
that loans would be made on the basis of need rather then by country


http:milli.on

Attachment 2
Page 14 of 66

- 11 -~

allocation (Fxhibit Cl). In fact, of course, each country has received an
oquil sharc. The expericnce of obher multi~country financing agencics (IDB,
UN) is similar. This characteristic of mlti-country agencios should not,
hovever, deter atteumpls at integration. CABEI's Home Loan Departuent has
alroady achicved two steps toward home credit intogration: a) standardization
of design and financing for the five countries; b) idontical agrocments with
fivo Centrel Baznks for proteciion against cxchange rete fluctuations that
night affect GADEI's fiscal position; and c¢) local institutions approaching
& Central Amorican agoncy for assistancs.

On January 9, 1967, tho Erccutive Vice President of CABEI admltted to the
Bveluation Teaw that the first $10 million was disbursed on a country basis
but is confident that a sccond phase would disregard this arbitrary
criteria dnd operate on a "where needed" basisg and in response to interest
rate competition, '
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ATRGRAY

TO : AIDTO CiRCULAR XA 833

FROM  : AID/W

SUBJECT: Housing end Urban Davelopment - CABEI Home Loan Department

For some +tiie we have felt the need for an cvaluation of the $10 million
housing loan to CABEI and of the potential of CABEI's Home Loan Department.,
This need was accentuated recently by the submission of a request by the
Govermment of E1 Salvador for a second "seced" capital loan for its S&l system
and by the submission by CABEI of a request for a $15 million investment
guaranty and a sccond A.I.D. loan of #15 million. We propose to meet this
need by a study by Harold Robinson, Deputy Director of LA/MUD assisted by
a consultant from the Federal National Mortgage Association, probably its
Associate General Counsecl Benjamin Wesson, and a consultant from the
Vashington Federal S&L Assoc., its President, Jack Gordon, which is under
contract with A.I.D. to evaluate requests by home credit institutions for
investnment guaranties, John Martin, ROCAP S&L Adviser, and Joseph Grimes
ROCAP Legal Counscl, will be requested to assist in the study.

The study will consider (a) the original concept and purposez of the $10 million
loan and its past implementation, (b) the potential of CABEI as a source of
sceondary financing for home mortgages for Central America, including the
possibilities of its acting as a mortgage insurance facility, (c) the relative
merits of further loans and the investuent guaranty route, and (d) the
advantages and desirability of bilateral assistance and/or assistance through
CABEI. -Mr. Robinson will be funded regionally, Mr. Wesson by ROCAP, and

Mr. Gordon under the regional contract with the Washington Federal S&L
Association,

Under separate cover, ROCAP is being requested to furnish factual material
dealing with the forms of loans already made by CABEI, the borrowing
institutions, and the progress of these loans.

HRobinson:dg LA/HUD _— David Bronheim

SBaruch,LA/HUD(draft)
PGlaessner,LA/CD(draft)
OSauso,Guatemala/ROCAP( substance)
RWitherell,LA/CEN_/S/
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. , : 10-18-66

TO :  GUATEMALA TOCAP A-53 :

FROM  : AID/VW

SUBJICT: Housing and Urban Development - CABEI ﬁome Loan Department.,

AID/V is contemplating a study of the implementation of the $10 million
housing loun to CABKI, CADEI's potential as a secondary market facility
for homo mortgages, and the form further A.I.D. assistance, if any, should
take. This study 3s not aimed at criticizing any past implementation of
the cxisting loan but as an evaluation of CABEI's potential,

In preparation for the study, certain information is needed. Some of this
has already been furnished in various monthly reports from ROCAP. However,
it would be most helpful to AID/W and reduce the time necessary for the
study, if the following information were assembled in one document and
forwarded to AID/W as soon as possible. (It is assumed that Mr. John Martin,
ROCAP S&L fdviscr, can collect and correlate the information). -

1. Copies (3) of tho current rules and regulations of CABEI's
Home Loan Department.

2. Loans made by CABFI, dates, dollar amounts and terms.

3. Status of disbursement under each loan both to the Central
Banks, to the borrowing institutions, and by the borrowing institutions.

4. Home credit institutions declarecd eligible by CABEI and
approved by ROCAP, Also list those institutions declared eligible by CABEI
but not yet approved by ROCAP and thosc submitted by CABEI to ROCAP and
found incligible by ROCAP.

5. Brief description of each cligible institution, including
vhether private, public, mixed, stock, mutual, major activity, assets
amount of portfolio (exclusive of CABEI loan) devoted to home mortgages,
and rate of accunulation of new savings available for home mortgages.

6. Terms of loans by home credit institutions, plus other-
charges not included in interest, ’

7. Interest paid by government agencies or other institutions
(by country) for savings or bonds., Tax free features &

HRobinson

RAWitherell,LA/CEN
OSause,Guatemala ROCAP
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0 | : GUATHMALA
STATE 84192.
AIDAC
TOCAP 115
SUBJECT; Hou?ing and Urban Development - CABEL Housing Loan
REFERENCE: a) CAPTO 241; b) TOCAP 106; c) TOCAP A-43

1. Respective roles AID-IDB in fieid housing still under considera-
tion. CABEI evaluation for purpose determining; a) efficacy and desirability
loan to CABEI for home credit institutions; b) whether support national
savings and loan system bilaterally or through CABEI on assumption f'inal
determination AID-IDB role will include AID continuing support intermediate
-credit instiiutions.

2. Tean planning visit carly December dependent receipt
requested information from ROCAP and review and report investment guaranty
applicatign by Washington Federal. ROCAP reminded refair b) requeéted'PIO/T

cover Wesson vigit.

KATZENBACH

HRobinson:dg LA/HUD 8847 11-14-66 Stanley Barudh,LA/HUD
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/

T0O ¢ Mr. Philip Glaessner, LA/CD, 3243 NS - October 16, 1963
FROM  : Harold Robinson, LA/ID/SCDD, 3731 NS

SUBJECT: Housing and Urban Development - CABREI Housing Loan - Investment
Guaranties, . '

During the Exccutive Staff Heeting on the proposed housing loan
to CABEI, consideration was glven to the issue of investment guaranties.
This raises ancw the issue I have raeised on several occasions: the authority
te guaranty investment in institutions or the issuances of such institutions.

Scction 221(b)(2) of the Forcign Assistance Act limits all risk
guaranties to 75% of the U.S. invesbment excepl that, in the case of "housing
projects"; a virtual 100% guaranty is authorized. The inclusion of the word
"projects" has raiscd a question whether "housing projects" refers solely to
physical projects such as those contemplated under Secction 224 or may mean
investment in home financing instivutions or their issuances. This is more
than academic in view of suggestions thal the invesiment guaranly is used
to a) implement the proposed legislation to permit savings Institutions to
invest in foreipn home savings instituvions as suggested by the Administrator
in his testimony before the House Banking and Currency Committee, b) enable
the Home Loan Department of the Central fmerica Bank for Economic Integration
to sell participation certificates collaterialized by its own home mortgage
portfolio and c) enable central housing cooperative institutes to sell
similar certificates or resell morigages of their member cooperatives.

" Actually, guaraniies of investments in a, b or ¢ would have a greater
and more far reaching effcct and benefit than investment in specific, physical
projects. This could be accomplished, if a limited interpretation is used,
by deleting the word "projocts" in Section 221(b)(2) with appropriate language
in the Senate Report to indicate thé reason or by adding after the words
"housing projects" the words "or housing invesiments in home finaneing or
cooperative housing institutions",

I suggest that steps be taken to provide for such an amendment in
the Foreign Assistance Act of 1963, .



Attachment 2
Page 19 of 66

/ . EXHIBIT ng"
70 : Mr. Oliver L, Sause,- Director, LA/CAP

FROM : Harold Robinson, LA/ID/SCDD
SUBJECT:‘ CABEIL Home Loan

Vr, Jack D. Gucdon called from Miami to report on the meeting in
Tegucipalpa on September 9 and 10. The following points were resolved:

1. The four Central Banks (Nicaragua was not present) agreed on
a means of guarantecing the proposed loan, i.e,, the dollars
would flow from A.I.D. to CABEI to the Central Banks and the
Central Banks would loan local currency to CAEEI for purchases
from the local savings institutions. '

2. The Central Banks arc opposied to any allocation between couniries
since that would be coutrary to the interest of integration.

The next step should be for Mr. Gordon and Mr. Mooney (pezsibly
meeting in Miami) to draflt the language to be added to the present loan paper
draft setting forih the understanding of the flow of monies and lhe part to
be played by the Central Panks.

The Central Bank representatives will be in Washington, D. C. for
an Intcrnational Bunk meeting on October lst. It would be most desirable
to have an avthorization by that date.

 An issue that merits serious attention i1s the use of the investment
guarenty authority. This was referred to at ihe Managuz mecting and dgain at
the September 9-10 meeting. lowvever, it is my uwnderstanding thai our LA legal |
office has teken the pesition that Lhe conception of "housing projects" in
Section 221(b)(2) of the Foreign Asdistance Act would not apply to issues of
the CABEI Home Loan Depariment., That is, CAEEI would be limited to a 75%
guaranty (sce my memorandum to Mr. Sternfeld of June 5, 1963, attached). If
this is the casc, steps should be taken tc amend the legislation now before the
Senate Foreign Relations Commnittee.

HRobinson: ch:9/11/63
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FROM

Mr. Oliver Sause, Director, LA/CAP January 10, 1963

Harold Robinson, LA/ID/Uousing
SUBJECT: lHousing - Central America - Use of Investment Guaranties for
- Home Financing Institutions

1. Use of iduvvestment_puaranty Lo_ingsure investment_in_home
banking insiitution. The extended risk invesimenl guaranty uuthorlndtlon
of the Forcign hssistance Act of 1961 (as amended in 1962) offers a source
of private funds for a secondary mortgage market in Central Amcrlcd. It
should be investiguted.

Extended risk guaranties are authorized on a world-wide basis to
the extent of $240 million. Of this $240 million, $60 million is ’porifi-
cally carmarked for investment in heusing in Lalin America. The remaining
$180 million or any purt lhercol could, by administrative determination,
be used for housing purposes in Latin America. A legal question might be
raised as to whelher the $6C million could be used for direct investment
in other than physical housing. However, as to the $180 million there
should be no question about the legal power to insurc investment in home
financing institutions.

2. Form of Institution. There is need in Central America for
a central banking institution Lo a) act as a Central America Home Loon
Bunk or savings and loan association or b) a secondary source of funds for
country home financing systems. There are various alternatives, Among
thesc are:

a. A central America llome Loan Bank organized joinlly
by the various countries to charter and supervise
savings and loan assoclations and act as a source

- of funds.

b. A Centrdl Hone Bdnvlnn Institution to discount homc
mortgages issucd by home savings institutions
pursuant to individual country laws.

¢. A completely private venture with insured funds.,

d. A Central American Home Banking Institution to :
which the various counlry banking systems would .
subscribe and which could have as well private
U.S. funds backed by an investment guaranty.

Such institutions-could be within CABEI, independent of CABEI,
or have participation by CABEI. A common denominator would be in the U.S.
private source of funds backed by our guaranty.

.
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HEMDRANIUH

("3

TO :  Central American Ministers of Foreign
Relations and Economy
FROM :. President of Central American Bank

SUBJECT:  Regional Houzing Financing

DATE ¢ March 4. _19C3

& — o .0 et (e o8 4 $4m S g o 00 £ Sed P P 0 § o G (b et e SO S b G0 S g B P A R S e By e 0

The Central American Bank for Economic Lntegration (CABEI), interested
in contributing to the solution of the heusing problem wnder conditions thav
will make it accessible to the arca's low snd medium incoms population
through regional programs which complement nanionzld efforis, nas been making
studies and inquirics for this purposc.

In the First Board of Governor s Meeting held Mareh 1962, the Bark's
Board of Directors submitted to its comsideration Hesolution BC1E/SE-AG-/DT
winieh in part says:

"1.- To expressly recognize thau the Central Amer.ican Eank fof
Econcmic Integration is an dequate {inancial orgaaizeticn to
activate housing consbruction in Central America feor the use of the
large section of tne population not usuvzily included in the plans

of the national housing institutions.

2;— To request the vechnical ond finoncial organizations who, study
and execute the housing programs included in the declarations of the
Charter of Punta del Este end previously in the Act of Bogota thav
is referably considered to channel the resources for these purposés

through the Central American Bank in all aspects relating to the

Central American region as a whole.
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3.- That due to said @ircctivés in investment fields of said

insfitutions in its Charter, the Bank's action to hanile or

adninister the special fundg designated for these purposes will -be
‘mado without affecting its orginary resources."

Tho above project was fully discussed by tﬁe Governors who recognizing
the importance of its content, put their interest on record by stating that the
Bank should continue the studies in order to find a more adequate form by
which it could contribute to the soluticn of the problem.

The Bank has made inquirics before various private and international
organizations, including the Inter-American Development Bank and the Agency
for Intcrnational Development (A.1.D.) of the United States Government. The
. officials responsible in the latter agency have cxpressed their intércst in
cooperating with CABEI in the solution of a problem of this nature, with the
assurance that it not only contributes to bettering the standard of .living of
less fortunate scetors but also, operating on a regional level, gives a great
boost to the cconomic integration of the Central American Republics,

On the other band, many gréups of persons interested in.obtaining
their own housing, as well as representatives of private institutions operating
in the housing Tinancing field, have approached the Bank with the desire of
receiving its cooperation to fulfill their needs.

It is of interest to mention the loan application received from the

National Union of Cooperative Associations of Honduras, Ltd. (UNACOHL) for

.

A\
K

$4,000,000 simultaneously presented to the Agency for International
Development (A.I.D.) and CABEI. Should the loan be granted, the latter will

administer it as fiddciary. CABEI's Board of Directors, by Resolution DI-74/62
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datpd July 20, 1962, acceptoo the respon31b111ty to ‘administer the loan. The
Bank and the A.I.D. Mission in Honduras have been interested in granting the
loan indicated and we understand that the application is under study in
Washingfon, pending resolution.

Likewise, possibilities have been explored for the Bank to more
fully intervéne in the development of housing programs and in this respect
closz contact has been maintained with the officilals of IADB and A.I.D., the
lafter.through ROCAP. Trom these conversations it has been concluded that
one of the possible ways of promoting housing programs would be to facilitate
financing to savings and loan institutions, cooperative as 5001at10ns, etc.
through mortgage discounts, the insurance of savings dep031ts Tor hou81ng
and mortigage loans for this sume puwrpose.

A plan of this nature requires laborious investigations to more
concretely define the Bank's plan of action. In this respect, the Bank and
ROCAP have begun such work. Our institution has assigned a high levgl
- official who will lend his cooperation to the expert designated by ROCAP.
| It is expected that w1th this study a formual will be found to
obtain funds from the Alliance for Progress, through CABEIL, for the activities
above mentioned, In view of the flrst observation it is considered p9ssible
to place insured morigagoes on the stock markets. In order to achieve:this,
it would be necessary that the Governments of the countries where resources
exist to be channeled into thuse operations authorize savings and other
institutions to acqu}re mortgage securities, Legal regulations reéently
adopted by the United States Government lead us to believe in the possibility

of making more extensive use of this mechanism,
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Once the studics arce terminated and the plan of action approved, it
would be necessary to organize the program's administrative group., CABEI has
the capacity of lending the above service while the size of housing operations

do not justify the creation of a new regionsl financial institution.
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II . .
70 :  AYDTO CIRCULAR XA-1180
FROM : AID/M | ' 42463

SUBJECT: Housing - Central Home Loan Bank for Central America

The Presidential Declaration of the Presidents on March 18, 1963,
states:

"The Presidents also agree that opportunities should be
given to the people of Central America to build and purchase
their homes. There exist in Central America national savings
and loan institutions which have been assisted under the Alliance
for Progress, and others are about to be created. In order to
give further support for these national efforts, the Presidents
of Central America suggest that a Regional Home Loan Department,
vwhi.ch would te a seccondary source of Home Mortgage TFunds, should
be created as a division within the Central American Bank for
Economic Integration and the President of the United States agrees
to offer technical and financial assistance to it."

In order to implement this determination and U.S. commitment for
technical and financial assistance, a preliminary meeting on the form and
financing of a Home Loan Department of CABEI(CAHLD) was held in El Salvador
on April 19 and 20 between llarold Robinson, Regional Housing Adviser,

Anthony Solow, ROCAP Infra-Structure Adviser, Jack D. Gordon, Housing Finance
Consultant, and Jorge Sol and Rafael Callejas of CABEIL, followed by a
meeting of Messrs. Robinson, Gordon, DuFloa, and Marasciulo in Guatemala on
April 20,

The following tentative timetable of implementation has been
formuluted:

1. Collection of Information. Varlous agencles will be requested
by letter and telephone to furnish material already assembled on a) housing
need and supply, b) incomo lovels, c) potentials for saving, d) forms 'of home
londing institutions, o) availability of building material and labor,

f) construction costs, etc, For example, Mr. Robinson will contact PAU, IDB,
AID, lIHFA: Mr, Callejas will contact CEPAL, CINVA, SIECA end the various
Central Amerlcan housing instltutions,

2. Roviow of material. This matorlal will be reviewed and digested
by Messrs., Callejes and Sol in preparation for a meeting in Guatemala some
time between May 15-20 of Messrs., Callejas, Gordon, Robinson, Sol and Solow.
At this meeting, a determinatlon will be made regarding further information
needed. , '
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3. Visit to Central fmericon_countries. Visits will then be made
by some membars of the group to the various countries of Cenlral America to
{111 in the paps in information.

4. Tormmlalicn of Plan. Beginning about June 1, work will be
started on a propocal for submission to ATD/H CABEI and ROCAP by the middle
of June, including rccommendations for provision for A.I.D. loans and/or
investment guuranvies., Al this time, the ROCAP Loan Officer will also become
involved.

Generally, and tentatively, the followlng principles wercrayreud upons
1. CAHLD vill be a source of secondzry financing, on1y° Its resources
vill probably be a combination of loans, investmenv guarantleb and sele of
participation certificates :
|
2. 1t should assist that lower and middle income group which does
not TCQULPC any form of subsidy - possibly a $100 per month income floor.,
i
3. Mortgage loans eligible for CAHLD refunding should be limited to
homes whose value is not more than twice the annual income of the home
purchaser.

L. Debt service should approximate 20% of annual income.

5. Somc equity in the form of prior savings, dovmpayment or land
ownership should be involved in the original home financing.

6. Only mortgage loans issued on new construction subsequent to the
establishment of CANULD will be considered for CAHLD assistance.

7. Consideration should be given to 15 years, 8% mortgages.

8. Teuvatively, it is thought that home mortgage institutions will
sell morigapges to CANLD, but kCOpan a 20% interest; CAHLD will sell participa-
tion certificates, gullantlcd by CAHLD and A.I.D., to the extent of an
additional 60%.

. The USAIDs will receive from ROCAP a supgested timetable of v1uits
following the May 1% mecting in Guatemala. The above principles should be
regarded as tentative and preliminary guidelines, only, and may be changed
drastically- during the ensuing visit and discussions. It would be preferable,
therefore, not to discuss them outside the USAIDs at this time,

CABLEROOM: Please send to the following Missions:

San Salvador ROCAP/Guatenala City
San Jose Guatemales City
Managua Teguecigalpa

HRobinson: CH LA/ID/Housing 5422 4/23/63 Oliver Sause,LA/CAP
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Momorandvom Mo, 33

10 ¢ Mr. Henry A. DuFlon, Director ' April 25, 1963
ROCAP/Guatemala .

FROM @ Anatlole KA. Solow, ROCAP - Physical
© Planning and Infrastructurce Adivsor

SUBJEGT:  Sumnnry of Meeting on Housing Finance
Program by CABEI.

1. Meelings werc held in the ROCAP Office in San Salvador on
April 19th and 20th for the purposc of determining what steps to take in
order to implement the Presidential Declaration of Central America regarding
the establishment of a lome Loan Department in CABREI.

2. Participants in the mectings were: Rafael Callejas, CABEI staff
engincer, Jack Gordon, ALD/ROCAP Iousing Finance Advisor, larold Robinson,
ATD/LA Housing Chief, Jorge Sol, CABEI housing consultant, Anatole A, Solow,
ROCAP Physical Planning and Infrastructure Advisor.

3. The pertinent text of the Declaration states:

"The Presidents also agree that opporitunities should
be given to the people of Central America to build and
purchase their homes. Therc exist in Central America
national savings and loan institutions which have been
assisted wnder the Alliunce Lo Frogress, and others are
about to be crecated. Ip order to give further support
for these national cfflorts, the Presidents of Central
America sugpgest that a regional llome Loan Department,
which would be sccondary source of home mortgage funds,
should be created as a division within the Central American
Bank for Economic Intczration and the President of the
United States agrees to offer technical and finencial
asslstance to it,"

4. In addition, Mr. Gordon's letier to Mr. DuFlon, °. red December 31,
1962, vas used as a guide Lo the discussions. ’

5. It was agreed that, based on analysis of existing data, fact
finding in the field and consultation with C.A. Governments, concrcte proposals
for implementation of the Declaration should be formulated by a working group
and submitted to CABEI for its consideration at the earliest possible date.

6. The proposals would define the kind of regional housing finance
program which CABEI could develop in cooperation with the individual countries
and with AID in accordance with the terms of reference of the Declaration of
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The proposals wovld define the scope and nature of the program,
propiao the method of financing, outline the required organization, personncl,

It vos 1
ize the finone

{felt

mechani sme :

vhile CAPRI's role as a Central American Bank

hat
1al aspects and should congider wayc and means to

vale capital for housing for middle income families, such a program
should be developed with due consideration of the total housing problem and in
confirmarce with overall housing policies and development plans in cach of the
Central fmerican counitrics.

It vas also apreed that any program by CADEI should be so flexible
as to permit the mobilization and usc of funds from zll possible national, U.S.
«nd internatiional sources, and to make it possible for CABEI to deal with any

stitutions (not just savings and loan as ssociations) .

sriicular attenlion would be pzid Lo investment guarantiies. Any regional plan
would have to lake into account the Jlaws and institutional mechanisms in each
of the Cenlral fuerican couwntries,

10.

The Working Groun will collect and analyze existing information,

make a fact Tinding

accordance with

11.

12,

survey in the Central American countries and consult the
governments and meet to prepare a final report and recommendations, in

the attached "Plan and Time Schedule

The Vorking Group will consist of' Rafael Callejas, Jack Gordon,
Jorge Sol, Meossrs, Solow and Robinson will participate whencver possible.

Mr., Gordon will partlicipate in the ficld survey of Guatcmala and Bl Salvador,
in meetings with ROCAP, SIFCA and CABEL, end in the meeting to draft final
report and recommendations.

A more detailed plan of A.I.D. Technical Ascistance through ROCAP
to CABEI not only for the formulation of the program but also forfits implementa-
tion, was also discusscd and will be formally proposed to CABEI and A.I.D.

’ PLAI

I. PREPARATORY PHAST:

AN AND TIME SCHEDULE OF OPIRATIONS TO FORMULATE
A PROGRAM lOH HOUSING FINANCE BY CABELI.

Collection and Analysis of Txisting Data

April 22 - May 7

May 8 -

May 18

Collection of data and existing reports - Callejas
for CEPAL, SIKGA, C.A. countries - Robinson for IDA,
OAS, AID, HHFA.

Reviev and analysis of collected data by Jorge Sol
and Rafel Callejas (this may be in Sah Salvador or
Tegucigalpa) . o


http:Work.:i.rg
http:natio.al

II.

III.

May 20

- May 21
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Meeling in Guatemala to review gencral approsch and
amplify questionnaire, Participants: Gordon, Robinson,
Sol, Callejas, Solow, Mooncy.

) v J ) y

FACT TINDING AMD COMSULTATIONS TN TR TIELD

May 22

May 24
May 29
June 3

June 7

- May 24

May 29
- June 1
~ June 6

- June 12

Survey in Guatemala, consultations with SIECA, ROCAP,
Gordon, Sol, Callejas. (Solow and Robinson if possible).

Survey in San Salvador, by Gordon, Sol, Callejas, Solow.

Survey in Honduras by Sol and Callejas.
\
L
Survey in Nicaragua by Sol and Callejas,
]
Survey in Costa Rica by Sol and Callejas (with
cooperation of A.T.D. Advisor Silbermun),
I

PREPARASTION OF RUPORT AND RECOMMENDATIONS

June 12

July 10

- July 10

- July 17

Preparaticn of Draft Report Ly Sol and Callcjas

(Gordon, Rehinson and Solov to meet with Sol and
Callejas if possible for two-day consultation on
June 14 or Junc 21).

dceting in Tegucigalpa or Guatemala to review and
formulate final recommendations for submission to
CABI, (Sol, Callejas, Gordon, Robinson, Solow,
Mooney)°


http:Tcguciga].pa
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°

17.

18,

Varch 1, 1964.

March 1, 19064.

Jan.

March 29, 1965.

April 19, 1965.

April 19, 1965.

Mey 7, 1904.

6, 1965.

May 21, 1965,

May 17, 1965.

June
Aug,

hug,

Aug.,

Aug,

Hov.

Dec.

Dec.

Dec,

18, 1965
9, 1965.
2h,y 1965,

25, 1965.

27, 1965.

12, 1965.

10, 1965.

17, 1965.

18, 1965.
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LETTERS OF IMPLIMIENTATION

Recites conditions and convenants.

Iztends terminal date for fulfillment of CPs 30 days.
CP to initiol financing approved. CP to financing in
cach country met for Honduras. Fl Ahorro Honduruio
Cia de Seguros, Banco La Capitalizadora Hondureno and
Banco de la Propiedad acceptahle to A.I.D.

Banco Hipotecarlo of El Salvador satisfactory.,

Bedito Hipotecario Nacional. and Banco Occidente of
Guatemala satisfactory. .

Bunico Granai--Townson

INVU of Costa Rica acceptable.

Cia de Seguros Cruz Agul and Cia Seguros and Inversianes
of Guatemala acceptablc.

Cia Seguros and Inversionies of El Salvador acceptable.
Financiera Nacional (FNV) of El Salvador acceptable,
Banco Anglo Costarricariese of Costa Rica acceptable,

Banco Nacionale of Costa Rica acceptable.

*

Approved participation of insurance companies for Resolution

D1-70/65.,
Authorized financing in Guatenmala.

INVI of Nicaragua approved subject to review of draft
of sub-loan agreement.

Approved draft of agreement with INVI of Nicaragua.

Approved extension of terminal dates for requests for
commitinent documents and disbursements to Dec. I, 1966,
and June 30, 1967.

Comercial Aseaginedora Suizo Americana of Guatemala
acceptable,



19.
I

20.

21.

April 26, 1966.

July 11, 1966.

July 22, 1966.
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Approved $50,000 sub-loan to Conepaina Inter-Americana
de Segures of llonduras and §1.5 million to Inva (&1
million ito be relent through separate S&1, deparument,
part of %1 million for cooperatives and possibly
Sitraterco; $500,000 for S&L). '

Approved last draft of July 7, 1966, with INVA of
Honduras. :

Approved changes of July 19, 1966, on INVA agreementi.
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LOAN_AGRERM JNT

( 596-L-003)

Amount: 312,000,990

Date_of Dzcceution: November 29, 1963.

Date Conditions Trecedent: April 29, 1964,

Intergat:  3/4 of 1%, beginning 6 months after disbursements.
Terms: 40 years - 10 year period of grace.

Congilions: (a) No commitment documents to be issued for requests received
after June 1, 1966.

(b) No disbursements to be made against documentation received
after December 1, 1966,

(¢) CABEL invesiment not to exceed 80% of outubandlng principal
valuc of each morlgage.

(d) Mortgege terms to be from 12-20 years; inte-est rates on
mortguoe° to be 8% - 12%, including all charges.

(Dates of (a) and (b) extended by Implementation Letter #17
to December 1, 1966, and June 30. 1967.)
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COBTA RICA -

BANGO _NACTONAL, DE COSTA RICA

Year Founded: 1914

Type Institution: National Commercial Bank: (Public)

Type of banking functions: TFull service commerciél bank
Fajor Activity: Agricultural Loans

hssets as of 9/30/66: $117 million

fmount of own Residential Real Es#ate Portfolios: $11 million
Amount of CABEI: Real Estate Portfolio: $848,400

Amount invested in Residential Real Estate per year: &1.1 million approx.
Tcrms of Loans: 6% - 8% - 10 to 20 years

Other Changes: None

Amount of savings in force 9/30/66: $11.28 million

Interest paid for savings: 4% quarterly

Rate of ;ccumulation of new savings per year: $221,000

Tax free features:

a. on savings - tax free
b. on loans - tax free

This bank has branches, agencies, and rural offices'throughout the country.


http:848,i.00
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COTh_KIGH -

BANCO CREDITO AGRICOLA DI _CARTAGO

Year Founded: 1918

Type Institution: HNationalized Commercial Bank (Public)

Types of Banking Functions: Full service commercial bank

Major fActivity: Agricultural Loansg

Assets as of 9/30/65: 9.4 million

fmount of own Residential Real Estete Portfolio: 9/30/65 - $9.4 million
fmount of own Residential Real Estate Portfolio: 9/30/65 - $1.15 million
fmount of CABEI Real Estate Portfolio: DNone

Terms of loans: 7% - 10 years

Other Charges: 1% Scrvice Fee

Amount of savings in force: 9/30/65 - $111,000

Interest paid on savings: 8% quarterly

Rate of accumulation of new savings per year: $18,000 approx.

Tax-free features:

a. On savings: tax frée
b. On R.E. Loans: tax free

By the time this bank was approved by CABEI, all CADEI funds had been

committed.
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COSTY,_RICA -

BANCO AHGLO COSTARRICIHNSE

Year Founded: 1963

Type Institution: Hational Commercial Banl: (Public)’
Types of Danking TFunctions: Tull Service Commercial Banl
Major Activity: Agricultural Loans

Assets as of June 30, 1966: §25,255,000

fmount of own Residential Real Estate Portfolios: 6/30-65 - $793,000
furount of CABEI Real Estate Portfolios: ——-

Terms of Lozns: 6% to 8%, 10 to 20 years

Other Charpges: 1% Service Fee

Amount of Savings in force 6/30/65: $1,989,000

Interest paid for savings: 4% quartierly

Rate of accumulation of new savings for year: $19,000

Taxi-free features: Savings accounts are tax free

This bank has not participated in the CABEI home loan program due to lack

of funds on part of CABEI.



Attachment 2
Page 36 of 66

EXHIBIT “K"

Fi, SALVADOR

Pk S

FINANCIERL IACTONAL DR LA VIVIENDA (FNV)

Year Younded: 1963

Type Inctitution: Aulonomous Government Housing Finance Agency for
Savings and Loan Agsociation

Types of Dunking Functions: Similar to Federal Home Loan Bank operations in U.S,

Fejor Letivity: To land support to and supervise activities of savings and
lozn associations.

Lsscls as of 9/30/66:  $3,163,000

Jonount of Real Islate Portfolio: None

The F.N.V. is authorized to make deposits in, make loans to and buy mortgapges
from savings and loan associations, The F.N.V. is also authorized to issue
national housing bonds with prior approval of the Congress, In ad?ition,

the F'.H.V. has the responsibility of supervision of the savings ana loan
associationg,

Ly present theras are three savings and lomn associations operating under tho
supervigiocn of the I'.N.V. Thesc associations will be the institulions
worling with CABEL through the Minanciera, once the system here is in a
position to utilize the CLLEL funds. Al present there are funds available

to the savings and loan essociations from the Financiera, and funds having
come from a grant from the Government of El Salvador of 2.5 million and an
AI.D. loan of $.1 million. Until these funds are utilized by the Financiera,
there will be no attempt to utiliz ‘the services of CABEI,


http:Activ.i.ty
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BANCO HIPOTECARIO DI EL SALVADOR

Year Founded: 193/

Type Institution: Mixed Public and Private Commer&ial and Mortgage Bank
Type Banking Functions: Iull service ccmmercial‘bank

Kajor Activily: Agricultural Loans

Assets as of June 30, 1966:  $£82,656,000

Amount of cun Residential Real Estate Portfolio: $3,627,300

Amount of CABEI Real Estate Portfolio: $1,076,000

Terms of Loans:

a, With own funds: 9% - 12 yezrs
b. With CABEI funds: 8% - 20 years

Other Changes: 1% Service fee - all loans

fimount of Savings in force, 9/30/66: §7,279,400

Interest paid for savings: 4% on daily basis semi~annually
Taxi~{ree features:

a. On savings accounts - tax freec
b. On mortgage bonds - tax frec
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COMERCIAT, ASEQURADORA SUTLZO--AMERICANA,S.A.

Year Founded: 1946

Type Institution: Private Capital Stock Insurance C6mpany

Major Activity: General Inswrance including life

Assetls:

Amount of own Residential Real.Estate Portfolio:

Amount of CALBEI Real LEgtate Portfolio: None

Terms of loans: 8% - 20 yecars

Other Changcs: 1% scrvice fee plus 1% FHA fee

This company has not participated in the CABEI program due to a lack of

funds on the part of CABEIL.
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AID-DLC/P-857
August 11, 1969

MEMORANIUM FOR THE DEVELOPMENT LOAN COMMITTEE

SUBJECT: Central America: Central American Bank for Economic
Integration

Attached are revised pages to be inserted in the subject
Housing Guaranty Paper.

The recommendations for authorization of a guaranty of
not to exceed $10,000,000 securing against losses of not to exceed
one hundred percentum (100%) of loan investment(s) by an eligible
U.S. Investor or Investors acceptable to A.I.D. for the long-term
finaneing of mortgage credit institution housing projects to be
congtructed in Central America were discussed by the Development
Loan Staff Committee at a meeting on Wednesday, July 30, 1969,

Rachel C., Rogers
Asaistant Secretary
Development Loan Committee

Attachments: Reviced August 11, 1969
Attachment 10, pp. 2, 3 and 4

Previously Distributed: July 25, 1969:

Memorancdum for the OLC
Attachmonts 1--10

UNCLASSIFIED



UNCLASSIFIED
AID-ILC/P-857
DEPARTMENT OF STATE Attachment 10
'"AGENCY FOR INTERNATIONAL DEVELOPMENT Fage 1 of 4
WASHINGTON, D.C. 20523

)

Dr. Enrique Ortez Colindres
President, Central American

Bank for Economic Integration
Tegucigalpa, D.C., fdonduras, C.A.

Dear Dr. Crien:

We are pleascd to inform you that on the basis of your application
dated September 12, 1966, as revised and amended March 28, 1969, and
the discussions boLween our respective representatives, The ‘Agency

for International Development (A.I.D.) has authorized the issuance,
within not to exceed one (1) year from this datq of a guaranty protect=
ing against lozs of one hundred percentum (100%) of a loan investment
of not to excced ten million dollars \$J 000,000) by eligible United
States investor: (Investors) to the Central American Bank for Economic
Integration (CABEL) for the long-term financing of housing in Central
America.

The contract documents will more fully describe the purpose and method
of utilization of the guaranty. ’

The authorized guaranty shall be subject to the following terms and
conditions:

1. The guaranty of the loan shall extend'for a period of up to
twenty-five (25) rears from the date of the respective dlsbursements
of the loan.

2. The rate of interest payable to the Investors, with respect
to the loan, shall not exceed the allowable rate of interest prescribed
by the A.I.D. Administrator

3. CABFI shall prov1de its full falth and credit guara.nty of
dollar repayment of the loan.

L, The fee of A.I.D. shall be payabie monthly in dollars and shall
be one-half of one percent (—%) per annum of the outstanding guarantied
amount of the loan.
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5. There shall be submitted, within sixty (60) days hereof,

- -evidence satisfactory to A.I.D. of a firm commitment for the long-

term mortgage financing from an Investor or Investors acceptable
to A.I.D. .

. 6. There shall be submitted, within one hundred twenty (120)
days hereof, a draft contract of guaranty and related documents.

>~ T. CABEI shall utilize the proceeds of the guarantied loan in-

vestment only to purchase participation in eligible mortgages except

as A.I.D. may otherwise agree. The percentage of participation shall
be no more than 65% unless othesrwise approved by A.I.D. Eligible
mortgages are defined as:

- a. Mortgages which are placed on dwelling units the
construction of which was completed subsequent to the date of the
Contract of Guaranty; and which was commenced and performed in accor-
dance with the technical standards of CABEI.

i b. Mortgages which are placed on dwelling units having a
sales price, including land, not exceeding $6,500.

- ¢« Mortgages which have terms of not less than twelve
years nor more than 20 years.

_ d. Mortgages which do not exceed 90% of the sales price of
the housing including developed land.

All participations in moritgages so purchased by CABEI shall be with
recourse against the selling institution, and the selling institu-
tion shall obligate itself to replace mor® ages which are delinquent
beyond the standard established by CABEI and approved by A.I.D.

and shall agree to provide morigage servicing in -all cases.

8. The funds disbursed by CABEI for the purchase of participa-
tion in eligible mortgages shall be in local currency in the various
countries, which CABEI borrows from ihe respecltive Central Bank
while simultancously lending dollars to the 'Central Bank; all in
accordance with the agreements between CABEI and the Central Banks.

9. CABEI will purchase participations in eligibie.mortgages
only from the eligible institutions agreed o by A.I.D, and CABEI.

10. While allocation of funds to each mamber nation in CABEI
will be based solely on demonstratbed n2ed, demand, and capacity to
invest, CABEI may, with the approval of A.I.D., reserve a specified
amount of the invesiment guaranty, for a period of not to exceed 12
months from the date of the guaranty contract, for utilization by any member
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"nation(s) not immediately able to demonstrate capacity to properly
utilize the investment. In such case, CABEI shall specify the steps
_¥hich must be.taken by the member nation in order to provide such

" demonstrated capacity, ec.g., the enactment "and implemeéntation of

. Yegislation creating a savings and loan system, - ' :

! .ll.ACABEI_shall, prior to execution of the Contract of Guaranty_.
Yy A.I.D.;, have cstablished an Advisory Committee. in accordance with
“Secction 2.3 of the Home Loan Department Norms and Operating Plan such
Advisory . Committee to be required to meet regularly for the purpose

..of advising, through the Board of Directors, the management of the

- CABEI" Home Loan Department, on lending pgliCy;’:f”“:_

£% TC 1277CABET shall agree to utilize, to the mascimim extent practi-
“‘cable, its other financial and administrative resources to further:

22
- pe

.__fa, “reduction of the‘co$tTéfhléﬁd:&éVEiaéméﬁf;::i
"f,‘B,*Téféﬁddfdization of'ﬁﬁiiéihé-ﬁdﬁeéiélég.:T:t?

C, imprdvement of organization and methods in the home
... .construction industry; oL LT

d. lending to home builders for modern construction equipment.,

IFTT 13, CABEI shall agree to retain long-term technical assistance by
a recognized expert in the field of mortgage banking with special

reference to sccondary mortgage financing. The cost of such assistance
“shall not be borne by A.I.D. The duration of such technical assistance
,should be not less than one year.

T77 14, "CABEI snall agrce to prepare a mortgage bond issue in the face
~amount of $10 million within twelve (l2)»months of the date of the
~Contract of Guaranty, and shall, to the satisfaction of A.I.D. under-
“take the issuance of such mortgage bonds in increments to be agreed
upon between CABEI and A.I.D. over a spccified period of tinme,with
which it will supplement the proceeds of the guarantied loan investment
“and provide a reserve for liquidity designed to induce lending for
~home mortgages by local institutions. ' o

15. CABEI shall attempt to borrow from private sources outside
Central America (without an A.I.D. guaranty) an amount of at least
$1 million, utilizing as collateral a block of mortgages, mortgage
participations, and/or pledges of collateral security, which CABEI
now holds in connection with its sub-loans from A.I.D. loan 596-1-003.
This offering should be in general conformity with recommendation
number three of the Glikbarg report. -
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16. No concentration of more than 20% of the sub-lending by CABEI
uhall be made to any single ellglble institution without the express
prlor approval of A.I.D.

' 17. The guaranty shall be subject to such other terms and conditions
s A.I.D. may deem necessary.

Should you have any questions concerning this letter, the guaranty, or
the program, please feel free to contact this office or’ the A.I.D.
Regional Office for Central America and Panama, in Guatemala Clty;
Guatemala.

Sincerely yours,

Stanley Baruch
. Director
Housing and Urban Development
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BANCO DE OCCIDENTE,S.A.

\

Yeur Founded: 1931

Type Institution: Private Commercial Bank

Type Banking l‘unctions: Tull Service Commercial Bank
dajor Activity: Agricultwral Loans

hssets as of 31 hugust 1966: $22,638,000

Amount of Residentlal Real Egztate Portfolio:

hmount of CABEI Real Estate Portfolio at 9/30/656: $17,700
Terms of Loans:

a. VWith oun funds: 8% -~ 15 years
b. With CABEI funds: 8% - 20 years

Other Changes: 1% Service TFee plué 1% THA Charge
Amount of Savings: 8/31/66 - $7,164,000
Interest paid for Savings: 6% éemi—annually, June 30 and December 31
Rate of accumulation of new savings per year: $1.3 million approx.
Tax~free fecatures:
a. Savings Accounts -~ tax free
The principal objective of the Bank are to give impulse to and to foment
production in the western part of the country. Very little has been done by

the Bank in the matter of real estate lending for housing.
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BANCO_GRANAI-TOWISON DE _AHORKO Y PRESTAMO PARA VIVIENDA, S.A.

Year Founded: 1962

Type Institution: Private, Capital Stock Commercial Baﬁk

Type of Danking Functions: Full service commercial bank

Hajor Activity: Real Lstate Moritgage Loans

Lssels as of September 30, 1966: #10.1 million

Amount of oun Residential Real'Estato Portfolio: 5.8 million
Amount of CABET Real Estate Portfolio: $657,500

Terms of Loans:

a, With own funds: 8% ~ 15 years
b, With CABEI owm funds: 8% - 15 years

Other changes:

a. Mith own funds: 14% Service fee plus 1% FHA fec
b, With CABEI funds: 1% Service fee plus 1% FHA fee

Amount of savings as of 9/30/66: 48 million - 24,000 accounts

Interest paid for savings: 6% without lottery, 4% with lottery

Rate of Accwmlation of new savings per year: $2 million approx.

tax-free features: Savings accounts are tax freo.

The Eank has convertcd on Novembor 1, from a bank devotced exclusively to
residential real estete lending to a full-scale commercial bank, The con-~
version, it is reported, will not affect the mortgage lending. oporations which
involve the investment of approximately $500,000 per month for real estate

loans. The commercisl bank functions will be simply an additional service
offored to the public.
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GUATREALA_ EXHIRLT "K"

BANGO CRUNTTO HIPOTRCARIO NACIONAL DE GUATEMALA

Year lFounded: 1929
Type Institution: Government Autonomous Bank
Type of Banking TFunctions: Full Service Commercial Bank
dajor Activity: Agricultural Loans
hsscts as of September 30, 1966: 60,975,000
Amount of own Residential Real Estate Portfolio: $9 million
Amount of CABEL Real Estate Portfolio: 437,000
Terms of Loans:
a. With own funds: 8% - 10 years (nay go to 25 years but ties
mortgage loan maturitices to mortgage bon?d maturities of 10
years) .
b, With CABEI funds: &% ~ 20 yecars
Other Changes: No service fee, 1% FHA Insurance Fece
Amount of Savings in force at 9/30/66: $13.9 ﬁillion
Interest paid for savings: 6% - semi-aniually, June 30 and December 31.
Rate of accumulation of new savingg per year: $25 million approx.
Tax-frce features: Savings accounts'and mortgage bonds are tax free.
Although this is a public bank, capitalized by the government, 1t maintains

its autonomy and changes in political parties do not result in changes in
its personnel. The bank has authority to contract loans in foreign countries.
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/

COMPANIA Di SHGUROS GRUZ AZUL:,S.A.

Year Founded: 1931

Type Institution: Privatellnsurance Company

Mjor Activigy: Life Insurance

Asscls us of 6/30/66: $2,177,336

Amount of own Residential Real Estate Portfoiio: $1,472,000
Amount of CABEI Real Estate Portfolio: $195,400

Terms of Loans:

a. Vith own funds: % - 5 to 20 years, average 10 years
b. With CADEI funds: 8% - 20 years

Other Changes:

a. Own funds: 2% Service Fee plus 1% FHA fce
b. With CABEI funds: 1% Service Tee plus 1% FHA fee

Although the Company has not made many real estate loans in the past,
the policy is to invest more hecavily in hone mortgages in the future.
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MORDURAS . EXHIBIT "Kn

COMPANIA DI SKEGUROS INTERAMERICANA, S.A.

Year Founded: 1957

Type Institulion: Privately owned Insurance Co.

Major Activity: Automobile Insurance

Assets as of 9/30/66: §1,830,000

Amount of own Residential Real Estate Portfolio: $675,000
frount of CABEI Real Estate Portfolio: mnono

Terme of Loans: 8% - under 10 years; 9% over 10 years - 10 to 20 years
loans

Other Changes: 1% Service Tee
This company has as its principal objective the sale of life insurance,

but up to now the main insurance porifolio is made up of automobile
‘insurance policics. '
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LICARAGUZL . EXHIBIT "K"

INSTIGUTY NICARAGURNSE Di TA VIVIDENDA

(4

Year rounded: . 1959

Type of Institutions: Public housing Instliuve

Yinjor Activity: Low cost housing - construction and finance
Lesols as of 9/20/86. 10,255,000 _

Jnolnt 08 owe Real  stute Yorifolio cxclusive of CABEL: $4.7 million

fnount of CALLI Neal Hoveic TPorifolio: 31,314,000
Terms of Lozns:

e, With o funds: L;, 5, and % - 10 to 20 years

o A,
b, funde: 25 wp Lo 25 years

15 DD L TR oiee. 4 - .
i 2D Twnds: 8 up 1o 25 years

Ceiyed D Qeqety em 2 e . RVACH [Nt
Lrountl of Suvings in Torce: 1D/JJ &6 = D108, 500
3 - ~ o o LATEN y .~ SN ; 2 N Ao
1nverest pald for savings: 5% soend-annually

Hate of acceumulatlon of now savings per year:  3100,000 approx,

noWLnl aoscls and tne arount of the Roal Estate
portfolio is nmude up lar Louses wider constructiion and houses
complete but on whiceh mortgages have not been signed in tnu amount of
approximately $5.9 million,

0

LA A A L L T T e
OO Gl orenee DLW
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_arneaecics or other institutions for savings or

C.

O N I
OV OO

4, Donds - 53 to 4 payable quarterly redeemable on demand at
4.
(%

Sus ., Earndiugs wre tax free.
[&]

Government tonds - 6.1% - 5 to 10 years, payable semi-annually redcemable

Gl O UGl Gud,

- vy . . . . 0 f
DPunco Hipoiecario dssuss mortgage bonds at 6% and 7% - 5 to 10 years,

initrest jayuble semi-anmually redeemable at par on dates due. Earnings

SO LM Lree.,

Guoutezods
Governucno Honds - 5% - 10 years payable quarlerly redeemable on demand
&t par. PFuwnings are tox free.

Vonoaras

Covernment Ponds - &%, 10 yeers, payable quarterly redeemable on demand
al pur. Isradngs cre wx free.

doot bords nave Loon boushi by the banks, which recelve 4% instead of
e GY which do puyaiac 1o the pablic.)

Bondus desucl by Beorens lncionad de Energia Electrica (ENEE), the
Covertnont Pouer Coupuny, curs 7% ouarterly on a 10-year basis redeemable
on cuirnnd ol pur.  buraings arce, tax free.

Jienmlmin
Govermment Donds - 8% redecmable at par on demand. Mortgage bonds

issued by BV carn 7% intecrest rcdeemable at par on demand. Earnings
arc tux frce,
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”ORAhuUd EXHIBIT "L"

TO : Mr. Hobert ©. Marphy, LA/CD
FROM ¢ Havold Robinson, LA/TL/SCDD

SUIJECT:  Sced Cupiinl Loon of £6,000,000 to Financiera Nacional
de la Viviendu.

I have revicwed TOAID A—)GG the request for Intcn51ve Review,

and the dvaft lown puper ana have the following comnents

L

1. The wwo tjo
] .

Cissues are a) size of lozn and b) necessity or
desirability of @ loan in view of the CABLRES

housing loan.

2. Tuc Reouest Tor Tutensive Review and Loan Poper are well done

and e errn@ : s Meccd" capitzl loan of $6,000,000. The market
reed conforms Lo Lhnt on which the CALEY lHousing Loan was based., While
(=)

it io not pou:ib ¢ Lo redate oxacily need o income (this is the same all
. . \

icw), cortain juslififallc assumpllons can be made.

over Lotin Lo

3. inde yroposnl a guostlon as Lo CADEL, dls nccessity
vicw of iho CLEUL lown. Chbnl's funds could be usced

croush slvanco coridlmonts.  However, (a) there has

s ben we Mpood® CCylLuL funds to Bl Salvedor, (b) additional
Mands could be wst s Lo suppdanont the 510,000,000 nade available to CABEL
4 1o e U QA,LUJ 040 CUqu 10@11”0¢L“11) ba available to

sonoaad doan asoociations and other institutions, and
Jivedor voug cuoure the cooperution and participation

Gnoby B S vaaor,
3

or Gooirabliiiyg
oD g 1 3 . -,
101 Lhe Suini

F1oSalvador foroenv
4 - . .-
(¢) o low
in the GA

P

)

Interool rai o oon :,;au',:::g(‘s vill @ pp oximate 8% (the intercst
rabe contonplaad Sn appsovins he fCALLL Jo.“A/ with a moxinws maturity of
25 yoenrs (L BT lons contenplodes a 20 yeur maxinmum so that to qualifly
such Lorbeapes would, in fact, have to conform). It

PV jf morlbynpes are sold by the associations to
«lions reecive a 1% service charge, comparable
‘b] loun paper.

{or Ciblidl cooie
is «loo contco
Financiera

4
[&
to Lhat bu;uc‘

/. Teennleal assistence 1s cssential to the successful imple-
mentation of the lown and of the K1 Salvador system. Financiera has now
indicated thatl 1t intends 1o request the Mission for such assistance.
This should be responded to favorably as soon as possible. A Spanish
speuking savings and loan consultanl can be available almost immediately
on a contract basis. ;
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EXHIPIT L™
Mr. Robert T. Murply, LA/CD -2- ’
mnb osupgpests ineluding compensation for such a
o Joosn. liowever, it would be preferable to use
) time will be lost and availability of the consultant
) Pinuncicra will find it difficult to justify the
I incluled in the loan.

-~
2

The lown agp
contract adviser in U
grint funds becaues 1
must be assured und 2

compensation neaded i
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G
CABLEGRAN EXHIBIT “L"

FROM:  QUATTMAMA CONTROL: 19833

RED'D : June 20, 1964
O ¢ CAPTO uﬂq, June 20. (Section one of two) 11:58 AM
PRIORLTY.

‘J/ ot AJA.UJ\ ‘ IUt u‘J‘l’al.uA-( G—)\[xv.)

SULs SALVARSH HOUSYNG FINANCIZRA LOAN

NARDLULGRS JUNE 17 WITT LORROWER AND USAID
PRLSSLUTATINVES VELLED PROJECT ALOLG FOLLOWING LINES

FNT A g 1 NN M [
wPYVALL BUTH PARTIRS:

PRIANCT SR WOULD THRGRE NORTGAGES ALD DEPOSTTS
ELIGT B SJ".‘.I.‘I;“(:O LD 1080 \"».'OC‘T ATTONS, CHARTER ARD

Vb T Jf‘h"""‘d‘»"l'ur LAl MAKE SERD CAPITAL LOANS
SO Tiero LATTER LOS ,(/’f}. By USED SEVINGS £8D LOAUS
l‘}'.f)".’i})b'. COLGT GO 1() WIRG RHD PRTMARY MONIGAGE
AR i O S5 USE ATD LOAH FUNDS

v\\‘A ILL(.)‘ Jy
S CHARTIR PEIMITS

Sdphs i

't

THOIGH 17 ALTS
VI NI ; SHOULD FLRANCT i "TJ' MINE
G EAT AID JO’ N ‘:tU”J o AS MOHE TURNDS I A REQUIRED
ALY FLILNCTRG, ATD MIGHT 9hirn Wi PIJRIHT THEIR
SenONDANY POHCIRG.  BY PIAT TIME CADRI OPERATIONS
PULL SELNG AND ASSRSSM T DIMAND 'lx 15 1YPE
A0G SROGLD Ba BASTER 5O MAYES.  DOLROWER FELLS AND
PHAT dbenI L I.',".A,I) SALVADOR AND ZLST...I LRI

CHATal AMORICH 15 Pl ARY FLNALCING,

J'JY M"‘T nG_AS_TNTER-

lul\' FINAL C.LL\G_lN
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JACK D. GOKDON ARTHUIX H, COURSHON l (_’/ //CbD R3S ."\"
Presidon?

[y

‘.ll 7 M 7 ( 0,‘ ’:}
It
l}E;‘c,uaLu L{

Chairtnan of the Board

'

To: M1+, Hareld Rebinson - AID ¥ashington.
Yrom: Kr. Jack ‘D. Gordon - Washinpton Tederal Savings

& Loan Ascociation of Miami Beach.

DRATT MIMORANDUM 0N TECHNTCAL ASSISTANCE REQUIREMERTS TN

CONNECTTON WITH CENTRAL AYERICAN HOMT TINANCING LOAN_AND/OR

GUARANTEL PROGRAS

1. Thers has tc be a considerable amount of tcchnical assis-
tance to the Central Amcrican Bank if the praesent loan is
to be mere cffective and if any future loan is to be use-
ful.

Some of the thinss that need to be done arce the following:

1. A meoting of all the elipible lenders that would include
not only those who.have Leen declared eligible under this
particulaer loan, but the few institutions which are really
o]wp*HTU hut haven't been declarced eligible by the Bank
brcause they co not wart to be bothered for moeney they
do not have. The renrcsentative of these lenders at the
meeting, should be the highest ranking official of the
institution. '

The asenda for the meeting should include a rcview of the
original loan and the reasons for the particular rules.

1. An attempt should be made, which I am sure will not be
vory difficult, *o zet the participants to .express their
criticisms of 1hL overation of the program and suggest
some imnrovements.

2. While there is considerable possibilit: thet these sug-
castiona will he in the direction of easing the loan
tors, 11t seems to me that we have to come to grips with

-

.ll/..?
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CAVINCGLU AND LOAN ASSOCIATION OF MtAMI CEACH

. Harold Robinson
Q

tho problem of having the borrowers understand the
ationale of the ]mﬁn and the aims of the Central
Axncl' can Couwinon Market.

A third topic should be the cost of housing, how it
can boe reduced and the vole that the lender has to

blay in beinging about more cconomical home construc
tion. This Nind of discussion would have to include

the lender's attitude toward financing experimental
housing, the reduction of lot* costs and the support

bt

of ¢fforts to standardize housing conponents.

w

. !i:Lusanu of the {techniques and probtleins o’ financing
IndBividual houses on lots alre ady owned by individua 15,
This s to looh at vays o7 makine use of previously
ereatod equity in Ignd which can be converted to housing
gencerally by mortgaces of lower bercentage of value
than tho averdagze in the current program.

The propran of thoe conference should have a major portion{of
time dovoled 1o a discussion of lL(hnquu for dCQULPlﬂV
more savines Trown indi V1duhls, sroups, corporuLJon agen-
cics, and otherp Lypes of orpanizations in the varlouh
counvrias. It should he noted, however, that the savinos
genevated are not only in the Form of new savings accountis
or additions to ONLGTEg Udenx. accounts, but also by the
amoriization or repayimcents on +ho houses financed since this
moncy doeo renresent savings of the homebuyer and can be
usced for re-lending purposcs.

If the meeting is felt to be a useful one, it might be a
food 1dch to make i1 a qQuarterly affair with a program that
always includes practical woLAONOI sessions along with a -
reporting session so that i+ is possible to assess the
progress of cach of the institutions. These mcetlnps
would require the atterdance of various persons 1n a po-
sition to provide nncg sary technical aqvlstance.

el .3
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CAVINGS ARD LOAMN ALGSOCIATION OF MIAMI DLEACH

- 3. -

“
3

o: . Blarold Robhinson
1-25-67

3. A sccond form of technical assistance would be to call
togethar the proper cducational agencies concerned with
vocational education and the AID persons also involved
and have them meet with the housing people - and see
whether there is any value in creating some vocational
training projects to train workers in the building trades
or in the factorics that provide building materials. The
cducation pcople should also examine the possibility of
some courscs in swall business management which could be
most helpful to the proprictors of the subcontracting
firms who are very possibly in nced of some further train-
ing in this field.

This should include some attempts Lo provide courses or
programmced courses in subjects such as hookkeceping, so
that cost analyses can be made, and also courses in blue-
print reading and quantity estimating to help the people
currently in business to function more economically.

b. The various industry officers and advisors to the Central
Anerican Industrial Development banks should be brought
topether and nmade aware of the existing as well as con-
templated housing propram. I presume this should be done
after the additional loan scems to be well on its way.
The purpose of this Heeting would be to see what steps
could be taken to increasc the efficiency of existing
industry making builtiing products. Tney could alzo see
whether some industries in the repion might not now be in
a position to make néw procducts currently imported and
thus save foreign exchenge.

A
A0 J@J\/ﬂ@/\.\

ck D. Gorfilon
resident .

JDNG/gm
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MAVIILSG ANG LOAN LSS0 CIATION O MIANT BECACH

Jaalh v GUNMDON ARVHUR k. COURSHOM
Fuoaizter, Chairman of the Do

Y

December 14, 1566

Mr. Harold Pobinzon
Juuu.y “1“LPLOI fow Plans and Programs
Housings and Urbhan Development Division
Burcar ”m* Latin America
AF“nc" for Invernational Development
])Lkh riment ol State

shington, .C. 20523

./L{.J

.

Re: Pre-feasibility Report
CABEI Regional, C.A.
CABEIL, Tegucigalpa, D.C.
Honduras, C.A.

1

Dear Mr. Robinzon:

Enclosed arce two cocho of our Pre-feasibility Report on the
above captioned Projcet.

IT the feasibility of 1his application is considered, we sug-
geot thet a letter similar to the following be sent to the
applicant:

Dr. Custave Cuerrcro President
Central American b L.n}’ for
Deonomic Intesration (CABLI)
‘C'{:’_UC 1 ?"\L.L))u N n.C.

Honduras (C.A.)

Dear D, Cuerrero:

In revicwing your application classified as Catepories No. 3
(Local ”"hflClwatuon) and MHo. 4 (Credit Institutions) under the
Housing Investment Guaranty Program, we find the following
exceptions: '

'
4

1. U.5. Tnvector: Because of the expense involved, we question
the advisability of wsing a broker for this particular in-
vealtuent., :

PR AN

17 CT Marician £vanue 1234 Washingten Avenue 1133 Normandy Drive €099 NE.167th Struot
NMiaryd Bazch, Fie, tilaml Gonch, Fla. Miaml Dench, Fla. North Mlaml Beach, Fla,

Mlarat Bnuecne FPnana JE 5-8452 Nom Mlam. I|«.\ch F-‘umc 94 7675 Broward County: Phono JA 4:4077 '


http:ou2.i.li

Attachment 2
vy Poge 53 of 66
Y e s aiee g e gy e P e o
o 7?J { ;“' 1 ' I &s ,’,: QO )f’ .\ F.g i '('j '\= "s
! Sr b E e g i L=
! 4[... (R A PRV SR T OO I AT [ . DI S .ILF\ N .(..Ii

GAVINGDL AND LOAR AGHOCIAYVICN OF MIAMI BIEACH

Mr. Harold Robinson
Page - 2
December 14, 1966

' ‘ﬂyylm_narpcg: Application states that the
“.hcsL rate will be from 8% to 12%, depending
on the market conditions and, there will be the| following

additional charges:

CAPLT . 1%

AID's Guaranty Fee 1/25%
We feel that a more reasonable financial charge would be
as follows: ' -

U.S. Investor 6 1/2%

CARET 1%

AID's Guaranty Fee 1/2% .

Local Tinancial Institution 1% - 2%
TOTAL: 9% - 10%

— e ee e
- e e b= e e .

3. Typical Monthly Payucnts: They are charged with service

fee (Guatcmala). In this type of apullcatlon, there should
be no service charge.

. Closing Costs: A more detailed breakdown of the closing

costs snould Le submitted.

[42]
.

Market to be Served: Considering the typical monthly pay"
ments on the three types-of houocs, and following the 25

ratio of monthly morigage paymenl to monthly family 1ncomc,
we feel that the family income should range from US$100 to
US5260 (if service fee 1s chargcd in CUdiLmula, the family

income should range from USH5120 to US$300).

6. Exhibit No. 3: A more detailed commitment for borrowing
should be obtained from local institutions mentioned therein,
prJnc details of the lending criteria. Is the above a

strictive list or can oiher institutions be added?

eedl .3
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GAVINGOL ARD LOAN ALOOGCIATION OF MIANI BEAGH

Mr. Harold Robinson
Pagce - 3
December 1%, 1986

We will apprbciage your comments and .additiona. or corrected
information on the above mentioned exccptions as soon as
possible, so that we may complete our study on this Progcc;.

Yours ver trul
?

Harold Robinson

Deputy Director for Planq
& Programs

Housing and Uprban
Development Division

. .
] ': PH

We trust the aforementioned will meet with your appraval.
Youwns—Sindzeely,
¢

< -\
™) \ 2“‘ O \S

([ Jack D. Guidn
President

FB/gm
Enclosures.
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GAVINGG ANS LOLI ASGOCIATION OF M'ANI DLEACH

PRE-FEASIALLIVY REPOAT

Di{e: Nocaxbeor 14, 19606 Projeoct:  CADRI
Catosorys Credit Institutions (Bo. 4) Country:Regional (C. A.) No.

Nawmo: CABEX
City: Tegucigalpa,D.C.,Honduras,C.A

ERE )
Jl /. u\\f’

7t
N

e
Il

dozs pot hove a commiteant frowm a U.S, Investorn.
voliinit L ods oa from Tnternnti,nhl Chaxter Developaent Corp.

' to act as byeker for 1/2% commission. Because of the e pmnsn

Ve question the advisobility of using a broker for this particular

© Weonowic Integration (CABEI)

C pv7lic : which wasg oxgoaulzned
228 VoLns gl ha asiog .u0700“" are the Live Central Amorican
monteo. The wain ofl: i Tegveigalpa, Hondur .

sotions cover Lho araa, '

2)  Einong ;
aj seatoment of Conslition. Tha Statement of Condition
a0 June 20, 1866, shows @ net worth of $17,000,000.
) Incono Stwucmﬂncu. TTho PLD“LL and Loss Statemant
: the yeowur ended June 30, 1966, shows i profit of $300 ,000 of which
2,000 originated frew the howe financing pirograva. The nat profit fox

ot ovaenn ended June 30, LCRL, was $45,000. ft s Guite evidend: Chaf
vha Rinn is operating on én inercasingly pfo”:it:tﬂu basis.

c) PO v snnaex T of Exnibit 5b shows a 20 yeor
projoction of the use of these funds in addition to the initial
$LC,006,000, The projcction appoars to be accurate and very detailed,

a) Working Capital. Exhibit 5b indicates that tho
covtributions of home purchasers, part ¢c;p ating wortgage banks and CABEY

V3D oprovide I5% (§8,100,000) of the total project investment. This
amount seems to be adeguate for o two year period.
viabion

hxnlbw
n «ddicion, f@vorabl
0% thoe Housing Depart

7 ¢ives tho history and background of the Bank.
commeents of the United Rations on the oparation
:t Of the Bank appeax on page 6 of Exhibit &h.

gl..)-
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in Lhoe use c

goornfion of the one T
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'Hz
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BAULUaC,.,

the Banlk and ita

.

in noy hone
swcintionﬁ ox
new wortgage
pe used in the
a up to 20 ye@“1
the prime intemssat

: 3_ AUONRAEAR D

goxv 4, with

oategnry 3
of the houses
iram undex categoxy &

i to accepl tars
no guostien tiat Chie
regional saconfaxvy
that the mortnsye
Qon payes ARG ]vV~odn are reasonzble and sadequitet

DASTS FOR DETERMINATION OF

osta rica end Hotduras do not have a wortgage insurance
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anTerest rato {207 us2d for the

thoxcxoro mzans that the

in a }igbﬂ“ rate
& monoy.

- e D vmen
L. MADNANCL

wotal

- @ o

'/c/a to G175

prownens oo nanard and )i

urance appadsr uropon and

7 U.8. mdxrket ig 6-1/2%.

‘C'"yLleC, The moath
(nziling prices of $25C0, §
itens (1nueresh 10%%) , are

vl g

tho selling price of the

@ing coste, A more detailed

\ Pnl
tained.

noudL .

l.‘a.“:;‘.'-l\'

cestb oo uld be

")

1 proegoniacon ds enciosed as Axnibit 3. Considewing
Uiy paywents ob the three types of houses, and following
£ mcnunly wortogage payment to nonthly fanily incoma, we
fowdily dncowme ghovld range from 03$100 to US$260. (Af
pervice fee is chacged in Guatemala, the family income should range from
UEE120 to USR300).
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T the zango of $120 to 5600 presented by CAREYX is accepted and thoeze
foanmilies zro willing to move into this typce of house, we suggest that
whe torm of the wortyag bo reduzed swu )LdLuJaLlj. We ¢guestion the
vorobhabillity of 'au*hfue vhosa incowe is 5600 a month erch351n0 this
wvpe 0% hous?

Undex Lhte itenw, the enplication lnhluao°, as part of Exhibit 3,
Lotiers frow local institutions expressing theilr willingness to borrorw
From CABEL foyv mortgage lending purposes. - Yhe following is a sumnoyy
ol these letters:

Al
[ s}
3
v

Anmount
Reguzsted Selling Prica
Banco o OcaiGonio $ 1,500,000 Not stated
Cia. de Soguros Crux Azul 6o Guatamaola 500,000 6500
Banco Granai & Townson, S.4A. ' 3,500,000 5000 to 8000
Lanco Inwokilicrio, S.h. : 4,000 ,000 less than 7000
9,500, 060 ‘
L5 8alvedon: )
Finencicra Nacion de la Viviends 4,000,000 Not stated
4,000,000
Honduzags
Danco Lo Capitelizadora Mondureiia, S, N, 1,000,000 Not stated
11 Anoxyo Honduveiio, S.h. . 1,000,000 Not stated
2,000,000
Costa j.i(l‘ :
2anzo Nacional dz Costa Rica 6,000,000 Not stated
FJ\SA 250,000 Not stated
Banco Agricola de Cariago © 1,000,000 - Not stated
INVQ : 3,000,000 Not stated

tadn il

8,250,000
Nicoraguas

one

TOTAL . $23,750,000
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a, it is also important to obiain
s@ of tho funds reguested in

suggestad that 2 rowe datailed cowaitwmont for 504r0w¢ng b
chooin Irow thone and other prospactive institutions. Since most do
vt G qﬁugfls ol the lending crxiteri

e u

or c¢an other institutions dbe

SOVERETE PROVAL
Board of Divectozs of CARRY carvies auvtomatic
]

Sy Py £ sl
of the five Central American couvntiies, acco rding to CABEJ's

as follows:

Yha 10ﬂﬁ’ financial institution which will originate tho
ilaual mortgoge leans will scll an S0% vart1c1p*“lon to CAREX wvrith
)
he

{(In Nicaragua, Guatcenala and 21 Salvador, there will an
cddrtionni local PHA-Cypa guaranty) .

b} C“‘*Z will soll with rerourse to the U. S. Investor a 0%
" "noan dte 80% interest in the loans originated by the loch

; ) :n:g‘iL LON.
The Ul9. Investeor, thewefoce, will have a 72% interest in cach
sdavidual wortgege loan.  %his arvangemens appears to be adequate,
inowhat concerns to loecal guaerahities.

VLo, FMEIRYES
The exhibits appear to bo cowmpleta, with tho exceptions mentionsd
apove.,

tas THIS PRE-FELS
-

oLaS IBILIAWY REFORT IS BASED ON THE DATA AND INFOIMATIOLN
UBKLTTED (N TEE APPLI

CATION, EXHAIBITS AND ATTACHEMENLS
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CASK 0. GOADSw SRCHUR A, COURBHON
Y Prosideny Chairmen of the 82a
Decerber 21, 1966
Mr, Harold Robinson .

Doputy Director fox Plans and Programs
Housing and Urben Devalopment Division
Bureau for Latir lmerica

Lgeney for International Development
Department of State

Washincton, D.C. 20523

Re: UHousing Investment
Guaranty Program -
Pre-Feasibility Report
CABE1L

Dnax Mr. Rohinson:

I am replying to your lether of Deceouber € to Dr. Hernardo Benes
since vou provided me with a2 copy and, as you know, I was
congultant to ROCAP on the original loan to CABEIL.

Oour pre-feasihility report on the above captioned Project was
scink to vou prior to receint of your letter.

I will respond to your letter using the same numbers that

identify the guestions rajsed’in your sccond paracraph and
continuing the nuabering system for the items in the third
nayragraph:

1) The feasibility of building up o potential within CRBEI

through_the guaranbky technicuc. Annex I, BExhibit 5 of the

application shows the figures resulting frowm the use of the
initial $10 wmillion loan plus a ncw loan for $15 million. The
comparison of this Annex I to 2Znnex IX, Exhibit 5, indicates
the potential profit created by granting this guaranty loan to
CABDEI. CADBEL will have an additional net profit of 9123 000
for the year 1986.

“70% Moridlar Avbnae TRIL WLLHINELON Avenue

i« X ' o 7183 Normenay Zrive S8 NE NETIN Y t
Mizml Ecach, Fia. Mieml Icash. Fla, Mlami Teach, ®ia. Mot fataml U::c-r::';:.-.
talan:l Baesh Farne J2 8- 0452 worih Mlaml Ecacht Phone $A3-755'5

Broveard County: #roae JA 4-40)7
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GAVIRGS AND LOAN ASSOCIATION OF MIAMI BEACH

.

tir. Harold Robinson
Page 2
Decomber 21, 1966

2) The cffect upon monthly charges to the home purchaser.
ihe effect upon montvhly charges to the howe purchaser will be
deternined by the 21D fee.

The charces for fees, as proposed in this application, are
as follows:
ATD guaranty fee 1/2
CABEY s
Total 1~-1/2%

IL a guaranty loan is granted 011c0uly to any financial
iﬂ"“lLULlOD in a member country with a variation in the AID
fee, the wonthly charges to the home purchascr will vary
acecordingly.

In order to discover how the monthly payinents will he
atfected if thj" same loan is granted outside the Guaranty
Prograa, it is sential to have Lnowlodge of the interest on
the loan.

3) The sprand to ihe lending dinstitutions. As stated in our
pre-feasibility report, we foecl that tho sproead to the local

lending insticutions should range frow 1% to 2%.

itonghin to_anv § & L systen whoare it oxists or
vsed. There are two policy considerations involved
is thoe uLduCO pullCV ot strong support to the Central
Zuwx¢ogn comwon narket and to its banking wuchanism, which has
hecen reiterated Ly Lno President on a nunbcr of occasions.
Marthermore, LhOf& is a long standing comaitment in the
Beelaration of San Jose, u1gnod by President Kennedy and the
Presidence of the Central American countricecs, which requires

the United Statrs to support the Housing Dcpartmont of the
Central Zwerican Bank.

&t the same time, we have a policy of supporting the
creation of Lhrlft institutions for the purpose of financing
homes in all Latin Awerican countries. It would seem to us
that this assistance could bhe granted to CABEI without
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1on 0f nublic hovsing institutes as distinguished
ing anstitutions. It is our opinion that given
cie existence of institutions in Central America it is not
feasible to exclude public institutions. However, it would

secw reasonable to reguire theo developwent of independent Savings
and Loan capebility within those institutions in oxder to create
subsidiaries that are able o participate in the program. This,
0X course, should not preclude Lhe creation of new instity -ions
within thone countrics ag tha lews changc. One of the best
illustrations of this typs of institutions is the Suavings and
Loan Departient of the RBastern Nigerian ousing Coxporation.
L8 has always heen our opinion that Jife insusance companics
have no place in this program since they could make use of
their resources o nake home loans if they chose and the only
reaoon that they vould horvow this woney is to sell more life
insuwiancs, which bs'putving the cart bofore the horse!

crelus

Lt

o e oy g e i ve

9) posins to stiimlote savinos by the lending inst
Whiowholoe p requiring a 20% participation in the
Loting loan by the originating Jender is that this will
AR savings sequived by the institution.  In other words,
in ordexr o puriticipate in che CARNY progirams, savings have to
ne stiwnlated. Mo olher program built in this requirement,
Which is why such @ small anount of free savings has been
acquared inowany Savings and Loan Associstions in Latin Awmerica.
Vie fccl very strongly thait local offort should be tied to loans
Or guurantics and 1t scoms Lo us that participation requircuwent
is the mwost feasible hecause the savings nust be acquired in
order to malie use of the loan. | X om sure you are aware that
it is qguite difficull to imposce conditions on & borrowver after
he' has received the woney.

There arc two other ways in which savings are stimulated
by the program. One is that in the event @ higher down paypent
is made, it serves to sno-ten the term of the loan rather than
lower the wonthly paywments. . Yhis means that the institution
will be able to recuse its moncey more rapidly, which, in turn,

provides more funds for housing. Second, the reguirement that
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s

. g t
payinents be a percentage of income also means that the length

of the loan is shorter, thus generating wore funds for re-lending.
Those guaranty programs that are tied to fixed amortization
schiedules in cffect discourage the acquisition of savings
represented by larger equitices in the howe. i

I trust that this information is sufficient.

o]

. Veyy tiully yours,

/A i
}Ja\ck D \/éjij’“‘*b

Cordon,

JD /1p.



DISTRIBUTION Y FAMILY INCCME OF TOTAL URRAY FAMILISES BY COUNTRY

GUATEMATA EL SATVATOR HCXDURAS NICARAGUA COSTA RICA

ANNUAT, FAVILY | KUMBER OF NOMRER og ' FUMBER OF KUMRER OF NUMBER OF
IKCOME % . FANMILIES % FAMILIES 6 FAMILINS &% FAMILIES & FAMILIRS
0-100 ho.l 98,800 149.8 8C,700  69.9 81,000 61.3 Tk,200 38.0 30,400
- 1000-2000 31.2 62,00  25.5 'h1,3oo 25.8 30,000 23.L 3L,k00 32.2 25,800
2000-30C0 12.3 2k, 6C0 .7 15,700 2.6 3,000 k.9 5.950 16.3 13,000
3000-4C00 L.L . 8,800 2.9 6,310 1.7 2,000 2.1 2,556 3.5 2,58c0
L0OCO-and up 2.7 5,k00  11.1 17,980 @ - - 3.3 | h,odo 10.0 8,000
TOTAL, URRAN )
FAMILIES 10C- 200,000 100 162,000 1CC% 116,000 1005 123,000 1005 80,000 .
GRAND TOTAL URBAN FAMILIES -~ 5 CCUNTRIZS - - - - - - - 679,000

NOTE: Percentzges were cbiained from each country's statisticel reports as accurately as
possivle.
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SSTIMATE CF 20 YZAR ECUSING NImDS FOR EACH COUMTRY

THCRZASTE OF

$1-LO00 INCOMZ GROUD TOT.

UT{.,A\ FAMILIES TOTAL KDED AT, ANTUAL
TOTAL i 20 YR 198 TO & BETWRERN 2o YRLIR pv-*m-y ."‘...'\u..; AVTREGE DERICIT
COUNTRY EOUSIKG 1981 P::IOD _ 1932 $1-1020 IZED _DEFICIT ALL TNCOME CGROUTS
Guatemale 75,000 160,000 235,C00 k7.9 112,565 5,623 11,750
¥l Salvador 66,000 30,000 195,000 . 39.1 76,636 3,832 9,8c0
_ Forduras 16,000 ‘ ok,c00 140,000 29.4 41,160 2,058 7,000
Niceragua 58,000 92,0C0 . 157,000 35.k .55.578 2,779 ' 7,850 -
Coste Rica 32,000 65, 000 97,000 52.0 50,4L0 2,522 L, 850
TOTAT 277,0C0 548,000 825,000 336,379 16,819 k1,250

NOTE: Totel Housing Keeds - 1951 were determined from various statistical reports.
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]NJ RODLUCTION

The purpose of this report is Lo recommend ways in which the Home J.oan
Departiment of the Centaz 1 Arnerican Dank fox Kconomic Intepration (CABLL)

inay improve jts performance in accoxdance with the goals sct forth in the

.

Norms and Operating Plan (Docuracnt BCIE-ILD-2) of the Horne Loan

Deparxtment of CABII and in accordunce with its confractual Ol)lJ.LuLJ ons to the
¢
Lgeoey for Inteimationa) Development (41,0, Joan No, 506-1,-003; - Novem-

PR

ber 29, 1963), In view of the nature of this veport it is largely cxi itical, At

the outret, thercfove, let the record be clear that the author of this.repoxrt i

srnoressed with what has been accomnplished and ;o.hm’r cont umcd m tmr rr~ )01L
it L

" R Rl S L oue

should be interpreted ao devogatory of cither CARETLas an institulion, ox of

P R SRt

£ the poople that comprisce i, presceat and past, The goals cstablished by

CALIET for iluc)l ave Jrudatory and for & group of people in five separate and
ae \'L]uwnw nations (with @ history of conflict for centurics) to attempt to cut
across nationz) boundarics and to alinin gonls t

1t cven wenlthy and highly

dc\w]or\ A countries, within thelr own borders ave struggling to accomplish,

35 evidence enough of the dedication, ingenuity and tenacity of the people in-

volvedd,

I arn told that there is a prc-columbian truism which says: "IEveryone speaks
frorn his own sandals, "' A slight woxd about the author may, therefore be
useful: Iam an atiorney,

Lastly, this rcport is the product of 2 30 day contract with CARKI, Without,

thevefore, the extreme coopervation of CABEL personncl, nothing would have
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sible and the awthor's appreciation is c::pvosk.cc; at this thue, Xrrovs
-y s SO
in either focts ov judgnents which are noted by readers of this report shonld
e e T e e e e . RN

R
be attributed solely to the author,

—— PR

\\_ - - t—

.

R ¢

—e b 8t r o

o 1. S
}.' o Ibhe sale

Devartment follows,

eotebliched on Moy G,

Honduras and Nicaragua, These n

|

the Coentral “merican Cemumon Markal

finance projc

Common Ma‘ rhet and foster the

tly joined the sysicm, CABED today, the
nations,

The

1963, The Declaration establishing the

as follows:
UPhe Presidents also

Central A
National

erica for the
savings
"national c¢iforts,
suggested that a
Divigion of the Central Ame
Tas o s;c-!cor divry source
of the UmLcd

this pul) pose
i

1961 by the governments of 1 ¢
ations
L at tha
rets which would benefit the members of the Centyr
integration movement,

secefore, is

agrec that facilities
construction
and loan institutions
Simerica,  The additional facilitics will give

The Presidents of the Central Ameorican countrics
Regional Mortgage Department be established, as a
rican Pank

STORY

of completeness a bricf history of CABEJ and its Home Loan

dti-nationtl public development banking institution which was

salvador, Guatemeals,

conslituted the entire membership of
P .

t thne, The purpose was to

al Arnerican

Costa Rica subscquen-

owned Ly its {ive meraber

Home Loan Department was orgin;~ad by a declaration on March 19,

Horme Loan Department readd in paxt

shouwld be given to the paople of
and purchase of their homes,

arce now being cstablished in Centual
added support to these

for Economic Iitegration, to act

of funds for housing maortrages, and the President
"tal:es wishes to offer technical and {inanciazl assistance fom
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On Noveinber 29, 1963 an AID Loan Agrcement was signed which agreement
!

incorporated the following teryns:

Lonn- Mncunt Uss 10,000,000,00 = CAS10,000,000,00

Yewin : 40 yers
Repayinent : Interest only for ten years and then thivty yeax

arnortization in scomi-annual payments of principal.
and intexest.

Interest Rate Three quarters of one percent
Collateni '.l : None

AID descwibad the purpose as follows

oo (a) crente within CARBMI o Home Loan Deprrtment on & ba 6 which
L

would 1n ciiit 36 f0 bacome a pewmanant mechanism to significantly help

to mect housing noeds in the member counteices of the Ccmxal Arevican—
t . . - .

Cominon Market; (b encouraze the crention of savings and loza associat-

jons aud homnd ]0 w depnytmoents in the commercinl banks and possibly
other {inancial) housces ja the region which should seyve ag long-term merno
of altvacting savings for housing and jwmplementing Lhousing projecis; (c)
provide impetus to the construciion industyry in the region with a view

towards standardizing building construction materials, reducing their costs

¢

and ag a peripheral benefit, providing cmployment within the construction

and the consiruciion materinls ndustry; a2nd (u) osrovide honsing to Central
Arncvicans who ave now lwu cat 2 stondard Loy below thet which theix

incoine would provide Tif “adequate credit were available, and who, as
a conscquence, represent a mujor source of dissatisfaction and potential
threat to orderly cconomic and political development, ! (Source: AID-DLC/

P-186 October 28, 1663: Capita) Assistance Paper),

The approzch was Lo croate a Home Loan Departiment of CARE]J, which would

serve as secondary rmortgage market by acquiving an 80% intexrest in qualify-

ing first mortgages end, further, through its welations with local institutions

H .
to foater sz-\?"j.ng and loan associations, housing construction, standardization
‘ .

! ]

of lending 2 and conveyancing practices, ele., all ag set forth in CABEI's Norms
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£y .

and Oparating Plan,  The gonl was to produce middie income housing which,

.

for this purpose, might be defined as any family which can buy a4 house with-
I3 L O

Y public neaistance, o othor words, the buyer of the horme must have the

ability to male a down payment on the purchase price from his own savings

)

end have the carning powar to make regular monthly payrments so as to pay

the bulance of the purchasce price, including interest, in {iftecen to twenly ycars
spcaifically, the home purchaser must be carning between approximately

CAE 100 and CAS 400 poer month,  (In the housing ficld; the United States policy

it foreipgn countrices to mecet middle income housing

o

PR al

danends so that the {foreion country cen dovote more of its resources to mect-
<) h .

ing tiie housing doroands of people who require public assistance and subsidy,

¢L- l;;l"
The International Developrnent Bank, also strongly supported by the United

itates, on the other band, lends funds for subsidy housing projects),

’r

Tnitial difficultics, the impact and honportance of which should neither be wndex-
estimated nor forgoiten, include currency cuchange problems, lack of fully
qualified home Joan institutions in the member coutries, lack of trained and
experienced persomncl in either the in Stitutions of the member countries, ox
in CABET itsclf, lack of a viable primary market, lack of modern and standard
convcyanc;,w and mortgage practices in the various rnember countries, all of
the urban problems plaging all of the Contral American countries, (v.;atcr,

sewsy, strects, ctc,) all of the social end cconomic problemns existing in all

of the Centual .A*'ucnc..n countrics (poverty, cducation, ctc,?.
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his report is nol au cconomic study but for the sake of the pers pective of the

ronder who lacks concral fomitineity a fow facts ave set forth helow:
1. Centenl Amcricr is abovt the size of California, Jt is a mountiinous

ruied beowlifoheountey wieh fmnny naturel weeoviaen, Over-simwp 513 fying
)b /e / ol

{he fenperature is hot ot sen Jevel and warim, cool, and cold as one gocs up its

cmpc,a atures.

s

mountng,  Chemajor eelon avcas typleally cnjoy pleasant

7. 1t contring approximately 12,500,000 people. The United States

Govermnent General Accounting Office Report date August 8, 1968, addressed

to ROCAL * and entitled Memorandum No. 2 staics, that the urban population

of the {ive cowntrics of Central America in 195]1 was estimnated by AID to be

’

579,000, The CADED booklet entitled YHacia Un Programa de Vi-

vienda Media Urbana Para Centvo America', contains at page 12 the caant set
forth on the next succceding prge, (Chart I).
3, ‘The effzctive houeing demand of the yniddle income Lroap was esti-

meted by CABIT

Loy . X . s . .
Yer, 1957, {for the next five years, including, asg

the wiiter widerstands it, the maintenance of an orderly market, as {ollows:

COUNTRY ANNUAL EFPECTIVIE DEMAND

e e e e e § s e -~

Guatemanla 5, 800 hcmscw
1 Salvador 4, 400 hous
Honduras 1,200 houoc.,
Nicaragua _ 1, %00 housc

Costa Ricea 2 600 h()L\
Total

..,.-.--..-. B R ) e

D R e LS e

H“ROCAP-CA 1 the Regi onal Office for Centual America and Panamna st up by
LD,

47


http:E(;'1'j.VE

o] <, IoNS—1op3r

Monthly 2 HONDURAS (3) NICARAGUA (4) COSTA RICA (5) CENTRAL AMCRICA
Income Fanilies % % Families % % Families % % Families % % Families % £3 Farilies x % Facily
CAS Cumu- Cumu- Cumu= Cumu~ Cunu~- Cumu- Mediun
lative lative lat.ve lative lat:ive lative lacvze
0o - 9 126,256 48 48% 113,392 55 55% 55.511 70 0% 72.13¢€ [-13] 68% 45.954 54 S4% 413,261 56 56% -

90 - 134 57.867 22 TO% 28,8613 14 69% 15.067 19 39% 19.098 18 86% 15.318 18 72% 136.213 18 74% 126.213
134 - 235 52.607 20 90% 32,987 16 85% 7.137 e 98% 10.610 10 36% 17.020 20 32% 120,361 16 90% 120,301
235 - 302 13.152 5 95% 6.185 3 88% 793 1 99% 1,061 1 97% 1,702 2 34% 22,293 3 9% 22.893
302 - 400 5.261 2 97% 4.123 2 90% 793 1 100% 2.122 2 99% 2,553 3 97% 1<.552 2 95% L4.6%2 .
400 & méas 7,891 3 1¢ 7% 20,617 10 _ 100% o - 100% 1.061 1 100% 2.5%3 3 1o0x% 32,122 5 100% = -
T O«T AL 263,034 100% 206,167 100% 79,301 100K 106,100 100% 82,100 100% 239.7Q2  lOo% 224,319
SOURCES:

(12 Direccion General de Estadistica. Monthly Bulletin 1957; (2) Division Desarrollc Economico BID 1960; (3) Instituto Investigacién Economica
University of Honduras, 1962; (4) Annual Report INVI (Now Banco de la Vivienda), 1959: (5) Population Census, 1963.-

* Adjusted Figures up to 1963

:mhm
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4 An over- viding factor which is obviously bheyond the scope of this

4 e

report bui is of major cigniflcance in any serious cconomic stucdy of Central

S .

HAerics 1o the balance of payrents siluniion,
Guatomnla ol oac date hnd several succes uu] saving and loan ass0-
ciations, These hove all converted to banks but they continuc to be very hous

-

ing roinded, Jo eddition, Guateinala Las & succe seful operating govexnment

home mow L”u oe insurance j_‘l]'OL" [ZRVEIN

6, 101 Salvador hias threo successful operating saving and lozn associations,
"o sornc cxtent the Bl Szlvadoran government is oparating a sccondary mort-
page institution, This institution s curronily out of funds.

Y. Nicaragua has, T eam advisced, 3 opcrating savings and loan 2s50-

ciations (CABEI had no mnterial on sach an institution and {ime did not permit
why golng to.l‘\icur:\.gua. 1 was advised by mortgage people in both Guateinala
and X1 Sz2lvacdor, 'tho.t Envigue Pereive was the person to contact in Micaragua 1)
8. Honduwias rceecently pussed a savings and loan law, ‘It appears likely

{hat o savines and loan association will be operatling in Honduras in 1959,

9. Costa Rican banks are all nationzlizned, It has been suggeated that

with cnccmrz‘-.gcment appropyiate Jegislation for a private savings and loan sys-

tem would be passed, Time did not permit my going to Costa Rica, 1 was

advisced by pcopls in Gv:.wmh]..,. 1 Salvedor and Honduras, that there is sig-
nificant dissatisfzction by both, government people and the public g,enw"lh

with the banking systern and hence a private saving and loan system is being

the 1970

)-' .

discusscd . The natio wlized banks will be & political issuc

clection,

47
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WIAT WAS DONIE WITTL A1) ORTGT] INAL TOAN FUNIS

g o fr e b emeee s e - ———— 07 24 20 7 g g 7

Dorshly, speaking, the Doard of Directors of CALET divided the CA$10,000, 000
Yoan into caurl £2, 600, 600 Increricnts and cach Divector pla ced CA%2, 000,000

in his own couvniry. This is hamanly urnderstandzble but there is obviously no
), b

ralationship in his division to applying the funds baged on any cconomic stand-

b . 2

ard, No consideration was given to the size ol the vavious housing deficits in

coch country o the guality and capacity of existing institutions, to produce

ynore appropriate imorigage,

£

The opernting policy mznual of CABRED and the understanding with AID was that
|

CABED would ccauive an S0% interest in
!
!

price of the house involved did ne

s t mort

~y

zage where the sales

o ).

weced $5,500 and where the purchascer
madc & down pryment of not Jess than 10%. (Thexe ave also forrnulae for the
ralationship between the home purchasers monthly dncome and his monthly

yvrments and the sales pedica of the house., The Novmns and Operating Plan
J i b

-

manual of CADEI is worth zeading in this regard as it is well written. This

o

manual, of coursc, has not been followed).

A fivst step for CABEI to be able to disburse the § 2, 000, 000 in cach country

was to have a Currency Exchange Agreement, &ince the AID loan is in dollars

and is to be r'~p'xm in dollars, CABEI had to enter into a Cuxrency Exchange

Agreement with the Central Bunk of cach country. Instead of CAB}“l preparing

and .in tingg on & standard {fovin for  Jhis purpose a sepavate and different

'
agreement wes enterced into in each of the five countvies, Relying upon the
I


http:prepc-r.ng
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translations provided o me, cach ngrecment is briefly summarised brlow:

C(“"/‘ M A 'i‘o the cxtent that CADEL requnivaes Co]mm.. for ite housing

.ot maa i on ———

program in Cost Rica the Centrnd Punk of Costa Rien promiscs to provide
such Colones provided dailavs are concurrently de sposited with the Central

‘

Lank, Vhe cxchonge vate is to be equal to the ¢ schange ratc on the date

Hof signitures on correnpoading contracts, MoPhe repayment schedule is to
correspond to the AID repayiment schedule, r"rf:"mh 6 provides that all

surplus Colones arce to bie investe .d 3n Costa Rica unless there io no demand

for threeo years, louses are restwicied to a rnaximmum sales price of

CAS 10, 000, :

o

Wi, SALVADON: The Central Banlk of X1 Szlvador mmay decline any offer

B T /

22

to loan dollawrs to it but if it accepts CABENs oficr then the Central Bunk

must loan CABREL Colones with the c~::(hungc» rate being established as of

the dnte the corrvesponding contracis are signed, The Central Danlk of El

Salvador may malc a p:c.cp:'-,ymm'x’t' at anytitne but CADEL is nol 3.'~equi1'cc’x to
likewise prepay, Paragraph 12 provides that all amortization of capital
and interest yust remeain in Il Salvador to the cxtent not needed by CABEI
to wepay ALD,

GUATIRMALA: The Danco de Guatemala proiscs to provide QL’L"L ales

—— e A ad g Y SR

in accordance with CAREI's AID requirements as CABEL deposits dollars,

.

Neither side rnay prepay without the consent of the other,
IJONDURAS: This agreement pr ovides that to the extent that CABEIL re-
. quires Lempiras for its housing program lhc Central ) £] fondura

Y

proriscs to provide such Lempiras, the amount of Lempiras to be


http:in\'ctc.dc
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v
Golivered by the, Contenl Pand to be established at the exchange rate on the

Aoy the dellnrs are delivered to the Central Fonk by CABFIL  The Central
Dinicty obligation to vepurchase barpirals except for intcerest required to
be prid by CABEL to A1, camnot be enforced for fen years. Presumably,

it oenn thevenfter be enlerced on the dernand of CADIEL,

It is yoy understanding that thexe is no agcneral separate

‘\'l

corecnent with Micaragua, CADELand the Central Bank of Nicaragua

stimply exchanged mutonl promisces in identical terrns as dollars were
advanced by CABEL end Coxdobas weve advanced by the Central Bank,

AID tesmms of payiment and interest and so forth are {ollowa

I{ & teue resional sccondary mortvage market ig to be realistically developed
o I8 I ]

K

Ly CADLL, CABELDroust be in & posiiion to transier funds frecly within the five

countrics. Ascwming that the goal is to place CABIEL in this s pogition it becores
apparent bevmediately that there showd be ng, relationship 1)c:t\f.'ec)1 CABEL's
obligations to Al and the various Contwal Bank's obligations to CADEL  When
CABINI deposits dollars in 2 Tontral 13.;‘1}\ it must be able to obtain currency of
thet country and when mortgages "owned" by CABREL are repayed in whole or

in part, CARBEL should be fxec ag its account develops in currency of the par‘ui.-'-'
culax country to convert its funds on demend, (B3ccause of the manner in which

CADEIL invested its funds in the verious countzies I have ternporarily put ner ks

around the word "owned" and this point will be subsequently discussed),



10 ,
|
|
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Whe weiter urpes (hat CABYET should strive toward the goal of {frec convertibi-

tion of the {oct that this may not be veadily attainable CADEI

Biyo Inoraeopid

should, o5 o flvst steop, sac

revision of all Currency fExchange Agrecmaoents
which fwcene all funds in

1 pariicular country involved, IFuture additional
t
\
t

fundings ynight be utidived as laverage in this regaxd,

()J couLrie, even jf Gone asswuMme 5 tha t Nno CTLZLT} o can e J])a(}c in. apgrcements
: I8
' i

wlhiere the funding bas alveady occurred, it should be pointed out that there i

notiing in the existing Currency Exchange Agrooments which prevents the

-

funds which are accwmulated in the account of CABEL being worlked to the
rasiznum in each such country. This will be discussced subscquently in this
report,

CURRENT LOAN STATUS Y COUNTRIES

F O O antnat cae  mmin ban e acserims adr® ety b e ety s e bon s ¢

Cn the next page there 16 set forth a chart (Chaxt IT) uiilizned by CABEI in
making 1‘0{,@)(.1- reports to ROCAR, I'a:rb"ltrarily sclected the June 30, 1958
:"celsov.'t‘ Tt provided me with & point of reference for focus and analysis,
Following the format of that repoxrt cach loan Jisted in Chawt II will be briefly

discussced,

£t the outset,

however, it will be useful to describe the forrmat that CABE]
worked from in makivg these loians, Basically it exccuted two agreements

with cach borrowing institulions, Jor convenicnces I will Jabel one of Ln°sc

two agrecments on the "il.ozn Agreement', The othey, a printed forrn prepar

Attachment 3‘ - Page 12 of
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CHART 1I

LOAN SITUATION SUMMARY CUMULATIVE THROUGH Jung 30, 1948
AID LOAN 596-L-00) - US} 10,00C, 000.00
CABRB1 HOME LOAN DEPARTMENT
{(In Central American Pescs!

EUAR LOAN Location NRumber Home Amount o GUARNILES
~ WiRY & Amortisa- of ot Mort- Disbursed
3N=TITUTIONS Amount Disburesed ticn Balance property Units m" by AlD Tewporary Piral
cuted
GUA 23
Bance Granal & Townson 1,063, 000,00 946,000,000 61, 569.94 1,001,430.06 Guatesala 190 188 1,063,000.00 361,2%0.00 £76,24%5.00
panco de Occidente 500, 000.00 275,000,00 4,286.80 493,713.20 Gu:tc:-u 9: 2: $00, 000. 00 158,1568.00 188, 650.00
Quezalt.
Credito Hip. Nacional 437,000,00 437,000.00 43,699.98 393, 300.02 Guitemala 63 - 437,000.00 314, 500,00 -
Cruz Azul 25%0,000.00 2%0,000.00 9,0351.61 240,948,219 Guatexzala 45 44 2%0,000.00 384, 000,00 -
441 430
Banco Bipotecario 2,000,000,00 2,000, 000.00 100,629.56 1,899, 370.44 s.salvador 368 s? 2,000, 000.00 - 2, 500, 000.00
Sonsonate 58 58
Sta.Ans 9 9
La Libertad 2 2
Usulutfn 1 1
La Unibn 1 1
S.Miguel 1 1
S.Vicente 1 1
HONDUBAS i 182 10
Instituto de la Viviends 1, %00, 000.00 540, 800.00 - 1, 500,000.00 ';e-gug:. alpa ?,Z; 35 1, 500,000.00 400, 905,00 262,994.00
.P. a
cia.Seguros Interamericana 250, 000,00 250, 000,00 13,157.88 236,842.12 Tegucigalpa 3§ 3s 250, 000.00 - 282, 366.00
NICABAGUA FEYA
Banco de la Vivienda 2,000,000.00 2,000,000.00 65,152.17 1,934,847.83 Mzaagua 2;3 Zig 2,000, 000,00 - In Pracess
- - carazo
Leon 13 11
CGzanada 11 8
Masays 10 10
Matagalpa 6 H]
Chinandega 17 10
¥adriz 2 2
Rivas 5 5
Cchontales 1 1
Jinotega 3 3
Estell 7 6
COSTA_RICA 490 480
I.X.V.U, 1,000,000.00 1,000,000,00 37,469.40 962,530.60 247 ig; 996, 960.99 420,902.00 832, T66.00
22
27
6
Cartago 7
Limfn 3
Puntarenas 1 10
Banco Kac:ianal 1,000, 000.00 1,000,000.00 44,238,155 955, 761.95 242 243 999,986.4% In Process -
San Josb 168 168
Alajuels 39 39
Her1edla 23 23
€ osrncante 4 4
Teitagyn 7 7
[ 1 1
. . i ' mzanas 1 31
TOTAL = &2 . P.EI8.930.00 | JI19.25%.4%._._ _9.620.744.3) 10493 .. 15%9 . 9.9%¢ ...iL. .l

afad - £ quawjamiay

Ln o k1
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»re
[

by CARIEL is Ll‘._)dl(fd "Genwral Tonn Conditions' (Document BCIE-HLD-5

(he CABEL file referonce).

The Genesel Lemn Condilions agrewment is ncorporated by reference into cach
Lioan Lgrvcarnent., Deicily the Generi] beon Conditions agreeraent may be
SR YLY co Jollows:

1o Whe loan is describzd as being for the purpose of promoting the cons~
le income houning.

Z. )i i owdc‘ s for interest to be paid quartenly 'Ln,(,d on regular calendar
guariers,

first refevance to "eollateral appears in Sccetion 2,3 of Article

ithat cxteaoxdinnry principal payrnents a iu be made whenever

the Joun balance excecds 80% of the "wapeid balance on the mortgage loans

sulnmitted as collnteral to CLTRIY,

4. The borrower i obligatad to make quarierly reports to CARII on

<

forras approved by CABEL  These reports are to present in summary a
stetement of the principzl balance of cach mortgage loan held by CABET as

collateral,

.

D, The borrower is also to make monthly repoxr rts on all collateral that

is delinquent for & period of more than two months, There is a2lso to be a
' 1

.

monthly report the number end value of family wnits build under the program,
1) ! . . . * ‘

the raunber and value under construction, the number and value completed and

Cthe nurnbor gnd value sold, The monthly report is to contain any other infor-

———ry

mation CAREI requests,
i
|
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(}. ’1]1(' agreonent provides for the receipt by CA "1'1 of non~qualifying

morisiges (honequalif fying in the sensc of having mortgope balences of up to

CAE 20, 000) which noa-guadifying mow tpoges are on & schedule over two years
to e weplaced willy qualilying mortgapes.  The net effect of the agreernent w&.n' :
to aMow e borrower to use the Joan funds for construction purposces and to
give CABLEL temporawy collaieral, fince at this date substantially all con.,:_

truciion hts been completed and the substitution (or at least the "delivery'"has

h the plan, there is no need to dis cuss this

9 .

beeinl enyeied ovt in accordance wil
opusation,

1, The agreement provides that CAREL has lirnited rights in des ignating

who holds custody of the collateral,

s

8,  The borrower 1s obligated, of course, to repay CAREL the toial arnount
L) 3 ]
lozned, Jn addition the Lorvowear ig o bligated to see that the collateral congiats
of & fivst mortgage, that the house involved 36 insured against five, cte,

Pavagraph i) of Seciion 5,) of ariicle VI reoads:

M) To redecrn for its cecownt ox substituis any mortgage credit CADEY
considery w\acr eptable either thy oxg}x dcm ult of the debtor or
theough-titlie deficet or other factors affecting in CABRI's Jur_,nmcnt
the value of such rmortgage as COlJ.El'U.;J. al; and, « ¢ o "

9. CABEI has full inspections right,

10,  The egrcemoent describes in detail how the Borrower is to operate

(Article VII), Iocluded are restrictions that the Borrower does not how
or in the future engoge in activities reluted to the subdivision of land oy the

construction of housing nor have an iatercst in such activities,
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1), Moine ]mrchfa:; ery are defined: not less than CASY0 per month income
nor more than CAS 400 pes roontlincome; subjact to exceplions; all income of

all mombers of the family arce to be included in the computation; the sales price

of the house is not to excecd C/%10,000; cte,

12. -4 down payment schiedule is established: 10% down on first CAS 6,000

15% on next CAS 2,000; 20% on final CAG 2,000, The down payment is to be in

. K
cash or home purchasers previous cquity in 1and,
A

‘

13. Flomwe purchascr's intevest charge is not Lo excecd 12% per annwmn nox
be less than 8% per annam,  Casually insurance prerniwms ase included. in
{his cornputiticn, .

4

14, There ave many other details: control on builders pr ofit, standards of
ity, valuce of ot in velation to value of house, ctc,

15, Vint constituies @ dofrull is deseribed, In the event of & payment

dcfaule CAREL vany, 37 the defzult is not cuxed in 60 days, accelevatle its loan

@y .

Speaking froin my sandnls as o Jowyer, the General J.onn Condition Agreement,

. .

, locks the critier) language of @ collateral pledge agreerncnt,
"here is no systorn scb up for CABEI to acqguive the collateral, CABII would
have to go to court il it wished to obtain the collateral.

o

In short, the net effect of othe agreerment as a practical matter is to leave

-

o

CADREI virtuzlly wasccured, It lhies et besta "airing' on the collatewal whiclh
could be pursued if the borrowing institution went bankrupt but shoxrt of that

the collateral is substaniially a fiction,


http:uncue.It
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’ |
|
Whe related Jonn agreeoment does nol alter the collateral situation, It scts

forty Uie terrm of the Jonn and sorne of tha procodurcs,

Given o CAL 10,600,000 wnseeured Toan it would scen desivenble for CADEL to

buy asscets (nerigogan) on which it could borrow additional funds., Under what

Y denceribe i o Mblanket loan with colleteral" (end that is not accurate a5

sweviously explained) CABEI has a valid clair apainst the borrowlm institulion
b O

t
but CH REL docs not own an agset which 15 as Lankable as owring a direct interest

'
2yt e crel o
A N0 een, ‘

RICCOMMINDA TIONS NUR PER T TWO AND TIIREID

Dl R R L E e T T S T NP NSy

—

CATEL should: (1) buy montgages and (2) uiilize its interest in these mort-

3

5 Lo bovrow funds,

o

Going jnto further detxzils on this point, let me point up 2 few facts:

1. Py buying a mortgape "with recourse' CABEIL continues to have the
) Pl r [333aR
full obligation of the "borrowing institu™ ~z" (the originating lender),
2. At the titne of the purchase of the 1mos gapge the scller should agree
. “e

not only to rccourse, but should also obligate itself to replace mortgages
v'lucn are de ]mqu'mu beyend the standard cstablished by Ch By,

3. The rmortgage seller should agree to handle collections and make

reports as required by CARBE], .
4. At the thme of the purchase the montgage seller should certify that

the middle incorne housing program standneds are met, The forrn of this

certification can sct forth the various items in the General Loan Conditions

.
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LHgreeinont,
ying that they are not bankable in their

prescent Jorm nre bankable if pure

wsed, whould bae purchased, TIFrom the point
of vicw ol the preseat borvowaers (who, wnder oy .‘iLl{','f_fC.éLiOﬂ, would becoms
sellers) oosale appenrs hishly advantageous for the following reasons

). Yt romoves & lability from the balance .shch' of the scller, The

racourse obligntion would oxr showdd appear as 2 {foolnote,

-

~

2. DIy rormoving a liability on the balance sheet, it increases the capacity
of (he inslitniior to make loans where the Jocad Jaw rasiricts the loan poxtfolio

to a muliiple of the net worth of the instituiion, Jn other words, {or examplé,

H
l

L
if an institution canrot have aggregate Joans outstanding equal to more than ten

¥
timoen its net worth the sale of loans frees up the lending capzcity of the sellew
l .

to the extent of the sale, (This is true in _Gua{:cmal.'-_i).

5. I CADBXEIL can borrow more funds the sclling institution has an oppor-

o sell more loans to CARRE

3
-

It is vy belief that if CADBED owns mortgages it can borrow against the colla~
teval of these movtgages. In this regard, T would wrge that this be investigat-
cd with onc or more banks in the United States, To be as specific as ‘po.f.‘.sible
I suggest the following:

1. Sccl':k a 10:311 of ten year term and 6 3/4% interest rate. (The precise

terms should be flexible depending upon the requirements and the policies of

the Jender).

|

L7
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. Offer an jnitinl prcliuna CAS 2, G00, 000 of Guateinalan loans, Foint
out thist cich loan carrics with it 3a 2ddition to the obligation of the home
puvehaser the obligntion of the selling institution and Guatemalan FHA insusr-

anca,

3. The adl faith and o 2dit of CADLBETD would "‘ 0 be involved,

ant componsating cash bule neces cowtd 210 Lo mein
teined by CALETD withh the lender, It is my undf:rsi:.nmn'l that in connection with
highway disbursements by CABEL that, compensating balances of CA$1, 000,000

AL reanomn ] Je,

The presentiblanket loan arrangament involves CHARED having an 80% interest

.

{
t
I
{
i
] . .

fe which was §0% of the sales price. This means that if a loan

N & o LU&‘

coual to /O/o of the 80% interest in the loan is sought by CABLEL the Jender to
CABLT would be protected by & 44% wargin in the collateral, i.e. 70% of €0%

or o 50% interest in the property, - AlL mu'rh utilizing 80% interest inm indivi-~

dual morigages is {easible I personnally would rcconumend that an effort bz
made to convince the propose lender that in view of the recourse provision

(hoth against the institutions which sells to CABIY and against CADE]L itself)

that C[\J"‘ hmﬂ d bu ]0"‘°o of the 90% mortgage and bovrow 70% of the $0%,
¥ » O3 the Z0% mortgage

'R

*  The Guatemalan home loan insurance prqr rarn '*pja .rs to be a highly
successful program. If a loan is delinguent two lu.)fi'ncz\(.fa oY More, --

Jawyers and lenders persomnel in Guaternazla advise me that the Guatema-
lan ¥'HA delivers a2 goveriument bond beaving interest cqual to the interest
J.‘F."L‘f' on the loon and with & like remaining teim and payment progeam and
" that the process is completed in appioximately 90 days to a rnzairawmn of

120 sLL\/". 3.
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Thiu .umllifics the papexr werk and is significantly moxe: l” actical in iy
i
epinion,

. .

To swunrmavise, 16 is ray opivien thet CADLET has basically made unsecured loans

\_.

1o vivvious lenders and T oeccormimand that subject te verification that CABET can

bovrow funds on mmorietnes it owas at 2 vate and on tering that axce attractive,

Sther en on 60% interest in individual mox u-'*go or,

@5, he owncrship of mowt-
m foreign (U, S, oz} other) banks -
Jten two or throe yenrs pexiovmince on the pavt of CABIET possibly place
ek public funds in the open market at rates and on
tering even more advantapeous than, o2y, ten year bowxrowing from bauks, In
.

Tew words, the long tewra gorl might be to place CADIED in 2 position as sct

gl Lo lssue long term sccourced debentures

ITovine pointed up the d "-i'e:cts in the present set up, I will now review the loan

mads to coch institation, 1 will follow the ovdesr of Chant JII,

GUA'T I

PSSt

AN C() (‘} xl“ & JO*‘ ”‘\"c)()N, S, A,

S b B 81 o L h o e e d @ et gam s e

o .

Banco Granazi & Townson was formerly & savings and loan association, 4l

avings and loan associations n Guaternzla recently converted to banks. Its

primzry ofiicers are extramely knowledgable in the {ield of housing construe-

tion and housing finance, The cntrolling stockholders also control corporat-

jons engaged in the construction business, (In my opinion major finaucial

transactions in developing couniries where there are several successful com-

L7
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pring dnattetions 37 the guality of the hoveen and the quality of the institvtions
. t
and {hoir boshhaess poeetices ore snticfactory, there should not be any objection

{o the scdfedenling anpeats,

It do = question of judgnuent and Jindorse fully the doing of Lusis cos with the

Vioreo Geoned & Tovnson,

CABRL Qos net ranintain data on the financind growth and vecord of the various

houging institutions with which it dees business, It would scem desireable to
{

1
soan & gecondavy morigapge meavket, Al-

1

do so, in oraer to oncrate

though T do not propose i this report to sct fowih data on each instifulion at

least in this fivst ingtance in order Lo show what savings and loon growth i

possible let rae sot forth o few statistics on this particulasr banls
AHosets an oft
\- -, 2] Q ", ’ .
Decombeor 31, 1955 CAS 7,154,045, 31
December 21, 1965 10,521,769, 357
Junie 30, 14067 ' ' 13,291,485, 46

June 30, 1968 18,353,896, 00

Moutgape Portiolio:

’J.‘oLa_J' _CV_;‘;Jgjl.f\ tive
3,874,429, G0 7,410,129, OO
5, 0'/3,&'/) 00 12, 484 0\)0 00

June 30 . approx. 14,375, 000,00

Numbar of Loans:

Year Total Cumulative

B Ll L TP

1955 5)8 - 9%
1966 617 1,585

O e L S Nt LIRS S it AL BT S A e L e SN A [ LS ool et f e Ams FoN 8 Vs ey

% AL this dote CADRI heo not dune business with the Fanco Invn

I

ob
quality and capacity ave in my opivion excellent and I urge that it irminediat-
cly be approved ag 2 quelificd institution,
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CHART il

CENTRAL "MERTOLN HANE FO ECONOMIC INTEGRATION
HOMII LO.ii. DEP RTMENT
AT  OCTOBER 7 - 1968
In Central Jmerican Pesos

ADVICE OF PAYMENTS ADVICE OF FAYMENTS
ALANCE AS PAYMENT RECEIVED BALANCE BALANCE AS PAYMENT RECEIVED BALANCE
COUNTRY & INSTITUTICNS PER BOOKS AT SENT AT AFTER SHOULD BE AT PEZR BOOKS AT SENT AT ~FTER SHOULD BE AT
JUNE 30/68 JUNE 3Q/68 JUi'e 30768 JUNE 30/68 SEPT 30/68 SEPT_30/6F SEPT 30/68 SEPT 3Q./ 68
GUATEMALA
Bco.Granai & Townsen = Loan No. 1 464,430.06 £,763.81 a,763.91 453,666.25 4£55,666.25 8,766.67 - $46,53.5¢
Zco.Granai & Tewnson = Loan No. 2 1/ 420,000.00 - - $20,00C.00 537,000.00 2,043.4% - 534,356.¢¢
Bancc de Occidente, S. A. 270,713.2C 9C1.25 301.25 269,911.95 269,811.95 975.69 - 268,816, (€
Credito Hipctecario Nacional 393, 300.02 T,2P3.33 7,293,233 386,Cl16.69 366,016.69 7,283.33 7.283.33 37€6,733.3¢
Corzafiia de Seguros Cruz Azul, S. A. 240,948B.35 1,057.78 1,{57.7¢ 239,890.61 239,890.61 1,693.5¢C - 237,997,121
SALVH
Banceo Hirotecario = Loan No. 1 929,115.5¢ 1C, 308.68 10, 3C£ . €€ 828, 793.88 £98, 799.8¢ 10,463.3C 3/ - BBF, 336, 5
2/ 20,007.02
Bancc Hipotecario = Loan No. 2 970,254.6e5 9,C40.29 $,040.29 961, 214.56 9€1.214.56 9,830.18 3/ - 951, 384, 38
Corrafiia de Seguros Interamericana, 5. A. 236,842.12 3,289,437 3,28%.47 223,552.65 233,552.65 3,2683.5° 3,289.47 23C.262.1E
Irstit:to de la Vivienda 1/ 540, f0C.00 - - 5<0, 800.00 655, 8B00.00 - - 6€5,800.2C
NICARAGUA
Bangcc de la Vivienda 1,934,847.83 16,B42.00 16,7 -2.co 1,91&,005.83 1,918,005.83 13,592.13 - 1,904,413, 7%
4/ 962, 530.5C 2,2B7.00 1:,297.06 945,913.31 945,913.31 12,565.60 12,565.60 933,347.71
2/ ,330,23
TOTAL: ¢ 2 : 1 3 ¢ ¢ 3 2 3 3 2 3 3 3 2 8,319,544,50 = 103,89C,42 8,215,654,18 8,457,654,18 79,931 ,87 - 8,377,722,3)
1/ In zrocess of disbursement
27 Extraordinary amortizations
3/ Zstimated
47 INVI owes us extraordinary amortization of CA$ 196,175.85
T
N
o
a

3

Ly 3o
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CANRT pranted Danco Graned & Jownson two Joana, cach with a 16 year texin and
! . ‘

ol on dntevest vate of G0 Chave 3 gets forth the status an wreported to ROCATR

. .

Chayi 317 cots Tors additional informniion based on the books of account and

. (%)

the controctur) obliocation, Diicfly, CADEL loancd Danco Granal & Townson

o )

§Y,063,000 and this Jonn now hos 2o collateral 190 movigages.

The June 30, 1968 quastexly report from this Bank reveals the following:

1, Ihe report is in two sceclions, One fovia gives the loan nmumben, the

narme of the bovrowesr, the oxiginal loan balance and the nuwaber of payments

by wh. b the home purchaser is delimeaint, The other scction involves &

N e

Giffevent geoup of lonas, It gives all the

orepgoing plus the strect addyess,

fhe dute of the original movigage, the date the {inal lm rnment is due, the sales

price of the home, the amount of the monthly payrnent and what the loan should

.

Le paid down Lo,
7. Loan amouanis vary from an original maxirmum of CA$ 9,100 to an

original low of CAS 5,400,

3. Twenty scven loans are delinguent four pryments or more,

4, The collateral aggregn s CA%1,230,159.1), E0%. of thlo’ figusc is

A

CAS% S84,127. 29,

My general commments concerning present 'housekeeping' practices will be

sct forth subsequently es o gnecificoecconusngndation which apalics mone ox less
J L

1o
o

to all loans,

Mv spzcial comuments on Panco Granad & Townson are as Jol‘ov
¥

47
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1. The primary coniacts  with this bonk are Mavio Asturias and
Kio, ‘hey arc able and waoll nfosmed,
2. This brnk i intercsted in selling movlgages to CABEL now,

5, ITr wil) cooparnte in converting cristing docume totion if required.

4. Al irs loans cwe governramt insuved.

BANCO DE O

TN, 8, 4

ettt et e e it <o memsre

This 36 an old bank with its headguariers located outside of Guatemala City.

it Lies boeon aciive in forming communitics and uniil Jccc*_dy has not been very

active inraiddle incorae housing. It has recenty becowne active in this field

and is apxious to procced both in Guatemala City and in other comrnunitics.

It reccived o CAS 00, 000 Joarn at (% on a 20 year term, The 'documcr;tation.
N L.

follows the pritern described for Xanco Granal & Townson,

The bunk s growing at the vate of ahout CA%G 2,000,000 per year and ils
> s i $

r

z '
present (August 37, 1068) anncts aggregate CAG 24,2714,279.00,

Mg Cherts 1T and 1T indicate the loantis only pasiially disbursed, The June

30, 19068 guarter)y report does not set {orih d’-humu mcics. The collateral
) { jt ¢

-

aggropates in completed rnortgages $ 211,003,168, It has pledged other
collateral which has been approved by CHBEL

The Guatemala City wmanager is Juan Ca los Vercessi, He is able and well

informed. He is the carrent President of the Bankex's Association (the

LN )

fmmediate past President being Mrwio Moxy of the Banco Inrmnobiliario),

This bank will coopesrate l.aoth v changing its reporting fovrn and in selling

the gualid ying worignges presently wnder blanket loan with CAREIf so o

>
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reauested by (..x])l 1,

This banl neads on barpediate 12 month corpmitment from CABRIL to buy @

1005 tnterent or an 80% interornt dn Jonns to be oxiginnted in councclion with

the coantraciion end sale of housas invelving a cales price of CAS 6,500, I
[$) 3 1 g

vinited the project in quaestion in ovdewr fo have tha bachgroand to discuss

whaithoer (e Comrdlinest Licties approach described below was practical and

duuiveable frown the polut of view of banks, such as the Danco de Occidente,

Al
(0 foond enthiusiazsm for the Comsnitment Letter approach fyom all bankers
{bat 1 met o Guotemals and 1 Salvador),

The DRanco dd Occidente has financed 46 houscs (23 duplex) in Guatemala City

" .
involving a sales price of approximately CAG 6,500, The units were, 1 am

told, sold oul in two menths., The builder owns adjocent land ready to go {or

'

over 400 more units, The Banco de Occidente is interested in financing a

sceond unit involving CAS 35, 000 as it Jack funds with which to hold the final
mortgege, Mt is prepured to pry CABED a fee of 1% of CAS 350,000 to CAL500,000
in cash 116\'/ in consideration of & comuiitmaent letien from CABEI which incor-
porates the following:

1, CABEI upon delivery and acceptance of its commitment letter receives

the 1% commitment and processing fece,

z2. CA ]PJL‘]Z promises to buy an 80% intewest (ox 100% if CABEY 50 clcct‘:’s)

in individual first mortgage on the houses in uestion,

3. The houses will be build in accordance with the pl :n and specifications
|

1 e N . .
whi r~11 exist fiow and which are approved by CABEIL before it issues its comunit.
‘ .

ment letter,
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P

4, The lots involved will e dercrvibed by specific lepul desceription,

. .

Thé pencral protective Jonsunge concerning fire insurance, good title
and co {orth would cot forth in the coramitment,
6., The loans would beas interest at 8% net to CABELznd be governmacnt
insurad,
Yo | The purchace {zom the Danco de Oceidente would be with rcecourse
sanl,  The bank would obligate itscll to huy at par plus acerued

interest any lozn that went delinguent four poyiments or more,

8., A lonns would Le Guaternalan FILA insuraed,

9. The Banco de Occidente would make regular repovts and handle
!
collections wnd transiission of funds,

— A ———

The comnmitment Letter approach has the following advantages for CARKEL

A K

P

1.  Oiher than an initial inspection and a findd inopeclion no fiodd worl s

neeessziy,  The personncl performing this work do not necessarily require
an enginmering degrea,

Z. " Where is no exposure to CAHRET during the course of cons(zruction‘z'.nd

P

sales, CADBEI receives completed "Moan packages',

3,  The coramitment and processing fee miects the cost of initial worlk,

4, TheMoan packages!' ave bankable,
5.  The {ull {aith and credit of thie seller is bebind each Joan,

|
1

nee
' Iy

6, Jtallows CABEI to place anticipated ciwsh recelpie, DBanco de Occidens

te would be interested in using the comrnitrnent letier approach {ox a 20 to 25

i

devizlopmont in a smaller covnrnanity if CABEL will advise the Banco
|

de Occeidente that CARED is interested in recelving such an application,

i

hiousey

k7
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Ay specinl coraments on the J¥ seo do Occidente.are en follows:

I

1, The privaarey contieci i Junn Cerlos Vercoensi,

Z, Cousideration should be given Lo insuing this bank two commitment

Jellers @loag the Bnes des criled above,

%, Mowill eooporate in converiing cxisting documentation,

4, Al leans axe government insurcd,

this situntion, Dzicily, my infommnation is as follows:

1. In 1965 this bunk had CAG 5Y, 230,198 in asscts of whicli CAS6, 031,596
was wepresented by 1, 453 housing loans,

2. It received a CAS 437, 000,00 loan f; ora CARET on Septembar 29, 19065,
with the typical docwmmentation,

3, The con.,t:-ucuru of 63 houges was comrnenced, but during the course

of construction the purc.} wsere (appartntly an estallished group) 1l received

salury increases, so the houses were upgraded to a sales price over CA$10, 000,

4, CADIT and this bank have agreed that new mor lgaLe will be substi-

tuted, This is nearing completion, The yield to CABEL may be increaged from
6% to &%.

5,  Collateral approved by CA BII has been posted,

6. Thexre are no repexts,

It is yy opinion that the promoction of the gorls of CABEL arenot as well served

by Gealing with or buying mortgages {xom this institution as opposed to doing

k7
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| .

business with! Buneo Geonad & Cowason, Banco do Occidente, Donco Inmobilin-

. b .

rio ond shrmmilae sach n stitulions,

Qandiiving Joens on o with se bagis should Lo 1\uun} t froim this institution

L
[}
P
)
o,
jon
o

a

in heopiag with the prograom onldined los ercating banbable Joan packages fn the

nrae of CA LT,

» 8 1 SIRGUNROS TR AZUL

Phis is an insuvance comnpany, Jam advised by Rearde Penninglon that hig

Wi anmarines, comphny

futher obiainad conteol o v, Lpproximately two years

apo,  The compuny writes Jife insurance and casueliy insurance,

e

Thie insGtution is not regelar enghped in working with builders in causing houses
, ;

te be boilt,  Inomy oepinimCras Asul looked upon iis loon with CARIEY as o bank-
|
!
Il

ion in which Crux Azul conld develop and reccive a percentage ovesr -

~e

he loan documantation follows the usual pattern. Of the 44 loans thet constitute

the so-called collateral, 37 were acouired, in cffzct, throeugh the Banco Inmo-
) ] J ! (&)

Liliario and monthly collections ave Leing handled by this latter institution.
The collateral apgrepates TAG 299, 730,22, Ttis therefore approximately

sBeCrs Pl );
CA% 10,000 short under the 80% rule.

Wight lozus are delinquent four paymruls or move, Cruz Azul apparently has
an insurance rese rve. quidity problem, I leozacd that it is atterapting to scll

its position at a profit to Panco de Occidente, Cuuz Azul cannot mect its
prollem by selling CADELan 807 intercest in cach loan,

1L CARRL debivres, and I so vecormmend, Panco de Occiente (or Bence Immobi-
! /

Jiario) will join with CAEY on 2 20%/80% ba sig in buying this package from
")

.
1
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Crun .&/,u] pive CALEL: 1505 yichd onits
purchaned under

oy e gt
ara wida

rl-'

N e R B e, meryaad .
cradon A ganrantesd

(. . ot e TR TR B o S, S
Ainta aliention o6 S6He G Lo WaAN gurisicd

Defore

INVI, the

phewd, a
and the

)C/a

which would he approxinma

paut wWhos

fnoitution known os INVI, Theough tht joio

programn for & couperative Lhousing tract has b

l

a

This maticy Appeayrs
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80%, and steud behind all Jouns

Gre Foorant suepenied above for o) purchascs. These loans

to require fairly imme-

formation J received was disturbing,

comnpleting Guatemala, reference should be mna

.
PR Mol &
t eiforts of

¢ to its national housing

an ernploycr group,

Tranco de Occidente aad AID Mission Housing Director Menwy Shi-
cen developed, INVI

Banco do Occeidente scek en innnedinte twelve month commmibiment letter

BT oy CAVBIII to puvchase 20, 8% of a movigage, the face amount of

i

i o

i oand if the ]o:\n 15 delivered of anproximately

i

commitiment letter in addition to the standaxd itemns des

papnco de Occid

Yicld 2 8% T
Term : 20 yeaurs

Sales Price per unit @ Under CAG

J.ocation : Escuintla
Borrower 1 Cooperative

ente heading would incorporate

4,000

= 1l Modelo,

tely CAG 465,000 (or an investiment on CABRE s

% 96,720, 00), The

cribed above under the

the following:

R, L.

TRV would guarantee the loan, (INVI is getiing a gouarantee {rom

Ymployeris gr oup)

‘Propesty : 168 Quplenes (plans and

i
complete &

Cornmitment and Proces sing l' cel

1nd have been

/" ofl/'c.

spacifications arc
approved by AID)

k7
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I rccormmend that this application be given prowapt processing. Jtis my uweder-
) ]

standing that this Lo been vnder discussion with CABIEL {or over six montbs

and is ready to procecd imincdiately, The contacis are Frnesto Viterd and

vy Shepherd aad Juan Carlos Vercessi.

r
n’\\
L Bh t,\'/\ BOR
There are thraoe succensiul savings and loan associntions operating in £1 Sal-

o .
vador, They arce fnivly coscly supervised and the laws appear to be excellent,
“Thea top poreounel of cech of (e dnstitations are mowledpenble and »11 sceelk

. i )
o J':Tn'n-'.:c‘.i:rt oprporiuily to g2l Joong Lo CAG Covne will 5611 ot 9% if
neecscary alhovgh 89 is {avored, Whey anpeao well run, The fellowing men
?

wors dnterviowed: Roboxrta s of AUsca!, Gaillevimo Noven of CASA, and

Ruafeel Llogrln of Crodito lnvolilineio, Uhoy were imprereive, I recomrnand

thiol some Gypronictody gunlifying morty » be cequived from these ingtitutions on
o purchise brsio with the terms of purehanse following along the lines previously

Qiscus u\,(x.

PANCO 7.117%¢

O P oy P o

CALFL's {wincactions in Xl Salvaler consist of two lonn agpregating

CA% 2,000,000,00 Jozned to the Denco Mipolecario, It follows the usual loan
docwmentation,

This is & private Lun)\. Jts assets as of December 31, 1966 aggragated

629, At the surac date its housing portlolio ngprepated

'
j .
CA%$ 106,858,540, Ii had CAS 7, 344, 840, 00 in gavings at this same dates


http:1ocohnn(.1n

|
Iaaet with the ywannngoy, Jose Huwplerto Giréa, for the purpose of disc vssing

dy r(.:pm't and to alicmpt to det erimine whether this bank would con-

his ounries
veryite Yoon 2long (the purchrse Lasis described abeve. Talso had intendad to
discuss tha housing raarhet but basiendly Mr, Girds is not a housing roan, He
gualificed banier,

io, of covrse, aowell-inforied wng

Phie Jorn report indicates a colluteral balance of CAS 2, 206, 649, 61, 'llus is

e}

over CAS 100,000 short of the required arnount,  In addition the report contains

obvious crrovs in it, 4 cheice example appears in Jown §f 13555 (40755 Ange~

'

I Bhevabeth Rivera), The oviginal loan Lalance wag % 19,000 - colonez ~ The
‘L stiles that on June 26, 19608 it is su
|

(16,1356, 41, "The June 30/68 Tala wa s Bhewise §719, 000,
|

sayiment is @179, 67, The Danco Ilipotecavio report states the

. ! - P
Joan o curvent! There appear to be & 8l unf; cont nurabeor of mistakes in this
Pl
repoit,

The manager took the position with me that there arce undoubtedly errors in the

s s

report, but that is in view of the fact that the CAREI veceives its payments’

prompily, CABEL should not be concerned. (Sce Chaxt IIT on this report), He
also stated that hie did not know 3f the Bank could scll an §0% or a 100% interest

in the collateral loans to CAREYL, but he would be happy to investigate, J1

took the position, on an entircly friendly basie, thatif the documentation wes
|

to be rmeanineful it should be maintained accurately
(&)

A rough cstimate on roy prrt suggests that approximately 16% of the collateral

o

}
h
‘ 2

Joans are daglinquent four poyments or morc,
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I ie my reconnmendation that nlare

e hoak and that o «ffort be made to buy

results in hankable paper based on the

above,

JOMNNHUIAS

i

hY
D

(63

Twve Joons were made i Hoanduras,

‘This 1o the na .;fmﬂ IOus

Laeon aisler
|

’ . .2 ' . .
Ta attompling to undersia

SRR )I)v' 1[ \”\/'”

ing agency.

scAd to it aceo:

~y 2
2

TR ETIN

Ging to Chart 15,

nd the present dispogsition of t

secoundary rnortghgn

these. loang i
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activity cli TINNies

such acyguisition

Guatemalan pilot investigation discussed

CLS 540, £00 of a CAS 1,500,000 loan hos

¢ balance of these funds

{
] .
!
and all o'.']xm.: funds of the Hoeme bona Department, I received five sheets buoken
{

dovm by cov -m vics,
re6 3o set {orth below:

5 e BPancos con

e T D

Recuperaciones
Depositos C, C.
Productos de

Inversiones

Restriccionss

13,157,868
11, 700, 00
25, 963, 69

—— Y-

Depositon en Roancos Sin Resiricciones

Denouitos & P)avo - Con

Depositos Caentas Corrientos 5,431,715

™ . .

Raesielcelon 1¢ ¢

];ondm‘...

8/"/ 500, 00

Valoren Re mita Wija . Con Restricciones

PRTIy—".

THVA - ‘Al])"’OOJ
Produeclos Inversionaes
Total Honduras
Nienos:
' l-"c:z:xc‘.ientcr.: Dz
.al INVA
| Digponibilid

1

Tondos Condicicnados

100 000,00
4%, 000,00

il i e

500, 000, 0C

semnbolsan

459,200, 00

- I N et

oy o

[ e}

This cash report as received by me in Spanish for Hondu-

847,500, 00

.

1 () E? ,'7 Je 3521

959, 400 00

P g R B SMO Fhghelt

“O J¢ "x&

b
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A T ouderstand the above, TAS 590G, G0 in 5o an intevest bearing account (45

)

te L, %) end i cor~mnalied s the aco sAital foxr the first savings end loan
£

,.r( 4¥)

that is Jormed i Hondavag,  CAG 459,200 is available to INVA fox the produc-

tion of 1ore Mmortias

The lonn docwnontation follows the usunl putican, The June 30, 1968 collateral
Toen veported by INVA weflects o collateral Joun balanve cutstanding of
CA% 332,990, There appenrs therelore to bie @ collateral shorta ge of approxs

imutely CAS 275,800, The delnguency portion of the seport appears to call

a Joon "eurrent! pryraent was made even though one or rmore prior

payrneats have been missed and not paid, Loan Mo, 33 fox cxample, is indicat-

ca to be curyent yet the present loan bulance i CAS1S5, §98, 93 and the original

Joan Lalunce was TAS 15, 200,
1
]

Jt 5 cleaw that the weport fovm should be chianged, I also recommend that idle

funds be put to work by buying wortgeces, In the case of funds car-inarked

forw secd capitan I sugeest that an waderstanding be sought with AID to provide
the sced capitel funds to CARLY as fresh funds and that the CA$500, 000 no

longer be left in cffcet idle,

Therc appears to be twe groups contemplating forming a savings and loan

association in Honduras, The opportunily appears excellent provided the law
is adequate, | Although I did not atiompt a serious economic study of the

feasibilit y of a savings and loan association in Honduras the following may be

reported (hedrsay sourcesn
D, ; b
1
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1. The Donduren Government sells ax exeinpt bonds redeananlile on
\
. roa . . - o
dernand af par and Jékabeg O Interest, Jihies sold T 21, (00, 000, *
- . : . . e 5 X .. . .,
2. The bunks in Honduvas poy from <% to as muach as 57% on te deposit,

1Y

The inferent 3s temable. Lo 42,000,000 is oa tiine ceposits, The veacon given

for the bonhs ability te obidn these funds is bocnusc puople can only oblain corn-

. : : Lro. . RPI | o Y 1 e
smercein) end personsd financing i ey have good bog:ling relations,
H

3, Swevings and leans will be allowed to poy 19 over the maxinuom rate

4, So called mortcoss bonds are inerchardizeable in Central Americen

coantrice.  Without oing into detail, since itis beyond the scope of €
rapori, in HNondures these ave baing marketad at 7%.
5. Monduras does ot huve an A,
6., Onc savings and lonn group estimates ils Jirst yeoars growth at approx-

fmate Yoo 1,250, 000

7. One cavinos and lonn groun considers present legislalion adequate; the

hed lar
&

other group believes o siight change may b dusircenble and forthcoming,

. e

&, INVA hao collecied 1.00, 009 in favings at 5% interest which it will turn

ovar to the 131. Csnvines and lenn zasocintion which is formed in Hondureas,
[

-~

CONPAY DI SIGUROSL IN'TE ] }\'j'. .\u g /“\'.»",

e ek = e e e A 58 # A S 4o b 4Se e ¥ e S 4 Ve g e Y

The otheyr CAPBEI Joan is to an insurance company. ltaggregates CA$250, 000,
The loan docwmentation followad the usval prilern, The Junc 30, 1948 collateral

salance of | CA 52,34, 919,54 wihich would

1LJ)O’

ISP

% O;I(‘ JJL,AI)‘IIlr. Caw s (.l:s: O, 5() " L]A(l::’ 0. 50

b7
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o
suppost @ Jonin of @ pprommRiesy 46165, 000, The collites al, thexelore, 15

-
o
)
[a
{
—
-
o

obviously inadogustae, ve lomas of the 35 lonna appany Lo nguent four

puyrachis or v, Cre 4o wine payments delinguaent; one, fouricen,

\ 1

Poth, INVA an¢ Seguros Ttepnracricana coused houses, to be built by a builder
Misban', Al houscs arc in the same axed. Althovgh the quality

. .

.
FNOW Gl

and ohnwincter of projects is nobt oy domsin I would suggest that (the commit-

]

¢d to avoid ot least two of the problers;

i . N . h
yacnt dutier appronch ¢ ould booul

which exist sn the FHasbun projects, The houses arc in fact quite nice, but:

o
=

|, Strects hove siot boen complete a. o npoave complaining.

2o 'J"]'x::_\vz\‘\cr sonrce consists of four wells owned by Jashon, No water
cate contracts have, I ar told; bewn entablished, and the strenght and quality
of the walls is not known,

(\While ca the topic projesis, T connot hielp bat convnent how Linp"(.‘u.;JVu the

TNVA Colonia Kennedy projectind Mondurns is. Fox onc making a visual ins-

- . l'
peetion the ander CAS 4,000 wnit wncn commbined with the pride of ownership
that the Honduras hosae purchasers bave dermonstrated makes it a show place),

In Floaduras the simple truth is that other than INVA there appear to be no

regular housing 1morigage smstitutions and the great need for a savings and

Jonn association appenrs obvious,

The Instituto de Ja Vivienda an of December 31, 1965 hand CAS 1,799, 686 in

N X TR S, PR R IS K1 ian Al e e ,,1.0,
sosets, It accepts saviugs frowm {he public ond is poy % and 5%,

bt
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]

w

Scouros Toteramericann was founded ) 35 ]9‘”/ 1t had CAGY, 074, 669 in assets

i
as of December 31, 1665, It ainnde 27 Jomae in ) 965,

\)J A u\l) s

CARES Tunned e banco du le Viviends CAS2, 000,000, This is a governmaent
insiiiniion, L also sewves as i Central Dank for the savings and Joan sys-

1

(o, Mg sndicated previously, T did not go to

N

Yicaregus, I have been told by

cavin s and loan peopls in CGuntornnla and i1 Salvador that Nicara

succossful savings and Joan systenm and that the person to contocet is Enryique

Poyeiva, Presumably there are three 2os ociations oporating in Nicaragua but

) J
CALIEL has not worked with tharm,
Lanco de Ja Vivienda had CAG 17,034 429 3 agscis on December 31 1966,
) 1 !

(C/51.00 = Cordohns = SCH 7,00

I am cdvised that the agroement Jellow ¢d the usurl pattern,  The Danco de la

Vivienda June 30, 1968 collatorit raportl is IDM produced. It reflects

CA%2,2171,195, 40, Since the principal balance outstanding on the loan wag
,

CAGY, 934, 847,83 under the agreement e loan should Le reduced by CA§106), 091

or alternativaly, thc co].t.r-:"' incrueased,

The delinauency situztion in this porirolic can only Lic descri vs appalling.

4 1
Over 2$% of the portiolio is delinguent four payroents or moxe., This represents
approximately CAS 662, 600 in principal of collateral,

This institution should bz given sixty duys notice to submit additiona) and subs-

titutional qualifying mortgages ox to reduce the balance of its loan or a curn-

b1
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w
W

bination thereol,
i

.
Possibly cume pyransarant Cin b worked oul to transicr the account to @

savings and Joir 3f o worpo Laible sovings and loan is operabing and willing to

Locomme involvad, Lo ay event e oniter reauives lwnncdiate attention and
prabelly injtielly should be Landled by a personzl visit with the head of the
Panco doin Viviende,

e ?

It s situation is nojcorrectsd & demend for payraent in {ull of the unn‘c loan

. P . P— P AN r.
should besnnde and the fact

Yat CADET is prepaved to go to this length should

-

Lo impressced upon the Danco de la Viviendo.
i

¢ On ] ./l J{lC {fk

PRI

Two loans were made in Costa Rica, aguregating the usuil CcA$ 2,000,000,

FN&SRU | O \\MC!U\

e At ¥ Memctn A L S e T e R ® St &

10 \’1\7"“ DA Y

e R MR e O (INVAT)

Cre vwos to the Institebo Mz cionnd de la Viviends, As 5 the name suggests

funciion is to altend to national housing pr obleins and to assist  in the planniug

and development of Costa Rican ¢ ties. As of September 30, 1966 its asucts

cotadled CAS 28,200, 213 and its "Houging Investments' totalled CA$1LE, 838,353

(CA%1.00 = Colones ¥ § 6. 65).  The loan agrecrnent follows the usual

paticirn.
fis of June 30, 1968, the collnicwal loan repont reflects a principal balance

of CASS44, 144, The collateral shortage, therefore, approximates C£:$200, 009,

Six loans had not had a payrment since the February payiment, Twenty loans
hied ot had paymoents sinco dho Mavceh pryment,  The seport is not fall

cd but the situation does uo:'a‘.ppcmr a5 oat bihand au it does in Nicarague., *

Attachment 3 - Pa.ge 37 of
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l
Two doans are aclinguent i

. : [ . . e .
aten in 1907 and forcclosure wonld appear an

-

e

osder on these two properiies,  (Morcalosure, of counse, is not CHLEs

problaim,  CARIT should simnply reguire thet these two movrighycs be rermnovaed

cithey Ly INV U substivting new gualifying loans o by reducing the balance

owed Lo N .).

-fx J’..‘C /‘

The oiher lonn was Lo (he Danco Necionsd de Costa Rica. It too, of course,

6 govermmint instituiion since as previoasly indi cated, @1l banks in Cosie

25 e have been nadonadized,  (Phe present President of Costa Rica favors, 1

:‘

. L) , N 1 »

wm advisad, roturning the bunks to private control, e docs not have a major-

|
ity in the legislatuee and the guasiion of Ceniti onalizing the banks will be &

l‘ v

.

raaior dnsua in the 1670 cloction, Apparently theve i an intevest in creating
R) 7l J

n

private savings and lonn associafi ons).

The Danco Nacionz) de Costa Rice has CAF 113, 940, 635 in asnets as of Dec-
crober 31, 31, 19066 and CAG B, 285, G08 in housing mortgages,

Its Junc 30, 16468 colinteral weport (I]A'.JM) indicates CA$ 1,188,400, This is

.

within C/4% 5, 600 of supporting the CAG G55, 761,85, The delinquency situation

is detailed su Costia Rican Colonzs as follows:
Delingues Armount No, of %

PRy s

Loms .

Moxre ﬂh_]l 0 dc.y 1,073,905, 59 33 13,2

90 day 723,140, 00 2.2 9.2

- 60 du.ys , 7686,111.3¢ 29 10,0

30 days : 3,655,839, 22 110 45,3
Cuirent 1,652,075, 00 49 20,

B Ty e e e A LT T b

et e r

Totalisiseris (, 903,012, 20 25 100, 0%

The need to Hmprove the delinguency cituelion is obvious.

L7
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35
o B - |
NITCOMMEE DA IO Moo HOURE ! |
Aceepling (he existing Qocwimnaniniion @8 i, a major housekeeping job ghiould

jrmnoedictely he un Qeviodion and erriicd ovt, ‘o ba coverced include

P

the [ollowing
1, Send payment notices to the institutiong et an ecarlicr cate and indicate

that payioents it the future raost ba ynade prompily on the last days of ea ach !

i
sepoiaal late puymoent situation allowed to

quie.ier. There appears to e

Y
3
—
<7

(
-

asiat, ‘

2. Preparve a standard fowim for the ¢ variewly reports on the (:Oililtel‘i.’.l,

3. Prepave 2 standaxd form for monthly seports on delinguancics and
requive mosthly roeporting on the delinguent loans. (/+ standard of three or '
four payments delinguancy rather than the two sct forth i CABEI's norms may

o o approprinte ot Cthis famne ) ‘

e

4. Reqguire that the collateral be maininined et a proper fgare in accor d-

ance with the 125% » e,  Advise 2l institutions that the December 31, 1968

repost must indicate adeguate coantor? 2l and that to the extent it does not the
bulonce owaed to CALBIT must he reduced Hy Jenuaxry 15, 1966,
5, Require that 2]l collateral loans which are, say, six months delinguent

ox rnore, be c¢linnnated from the collateral portiolio gither through replace-

Cment with o qualilying loan or a pay down of the bLalance owed to CARIEL,

Fy

CA BIY showld advise o)l borrowexrs now and indicete that the situation must

—te

be covracted by Decomber 3J, 1968, (In the casc of Nicaragua jt appears that
an mmediate meating sheold be hald so that it ie clear that CABEI il necesszyy

wil) demand payment in-Jull in Janua £y )
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)

' !
i
|

h

6 Watabliah o fomn fer the hoad of e Dome Loon Depurtiment Lo wlilize
' i
i ownking wonthly seports to the Prosicent, Vice Peesidant, and others, This

o3y should cover colluctionn, anonat of collateral in relntion to loens, deline

I3

R T [N
gquaeney Lt LU" QNG S0 A0S0,

7o Eeatallisl o fomm {or veporiing oa Mormc Loan De partiaent operations

to the Yonnd of Diveaeactors,

2]

. stablsh end maintain cash {low projections,

.

RATIONS -

B LI e}

—

CNDATION WU CROWIVIE .o ruunk G

vem O e ot P e e et O

P N A )

There hae proviously been reviewsd @ program {ox Drmpiroving the currency

Jenge ageeement and @ program for aticmpling to raise additional funds

froyn private sources ¢ither based on the cxisting docurmentztion (which I have

indicated 1 belicve to be inadeqont te) or on modifying the existing documantation

5

through the parchase of morvigages,  The purpose of recommendation number

five 3o to oullinge the oncrational goula fhat I belicve TABEL should scek to attain

and to sct forth with scme degeee of specificity the approach I recommend to

atinin these goals,

Jt shovld always be the effort, it sccns tone, to Luild on existing institutions

12l structures, Jiis for this reason, for example, that I have

-
—
sy
—
—
()
P
Yy

recommnended that CA BT cuplore borrowing funds from a private ba nk \Vlth-
N l (%)

out changing existing documentation,
It is not wy intention to re 5 w0 well steted by the Deelaration cata-
Dishing CAD £1, and so well set forth ju the Noiins znd Operating Plon

Pocument-DULE3LD-2),

b7
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o

Deing Suirly spocific, theralora
J. CARYI should bhuy mostgires on an bmrosdinte delivery basis and

L

5 oengh flow, cowwmii to bay morigages pursuant

O, bnsed o enticipating i

o 17 oiaonth coihoont Juiiors,

2. Choese mortpnacs shouldd thon e viilinaed by CADEL Lo waise mowe
o J

ands.

3, hccepiance of the approsch of CABEI's buying & 100% interest in
morigages sheuld Lo sought,
4. Where there is a Joea) FHA the Joaus should be insured under such @

progearn i the projrem s sound,

e

P
_.4
~

e
o
el

5, Whese there 3s no WIS agoeney, wiless

| .

and extremely sound institution (an example wight be the Lanco 1lipotecario in

stitution is a large

| \ / 1

1 falvador) the additiennl guarantee of & local govermmnent agency (the Housing

Agency ox the savings and loan suncrvising agency or the Contral Pank) which

hoo financiel strength shonld be reguirad,

6, Salcs Prices of houses should altimately be restricted to CAGH, 500,
A ceiling of CA%H, 500 on mozigages appears pra eteal at this date. (The pattern
i Latin Americen countrics arong new savings and loan &s sociations tends to be

that they make loans on wpper middie income housing in the beginning, This is

.

unde .'.',;mnd;‘.'l.\ile becauss it 1o probably safer and cesier. Since the number of

faimilics in the more cxpensive category is Limited, however, the savings and

Joan associations {md {heir rmaakets moving lower and lowey in price rengce, The-

!
! 4

Guztemnzlen faerke! appeszs to evidence this paitern and the swme will probably

hold truc t;mc in ¥l Salvedor., Nicaragua will do like wisc in ray opinion),

%y ttachment 3 - Page 4l of
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. On CHART 1Y there appeers the job descrintion of the Home Loan
Pepurtooat an cupplicd 1o e by the Acting 1Tend of e Home Losn Depryi-

1

mcni, e progrom sugeenited cbhove is followed the sladf 5n addition to

socvcianvics woll consint of oo oo snorc rortpape men and one or MMors

,

f Gocronenintion bzecomes & neceessity then during

cocovntiate, W oconversion of

the period of hindiing (he firsl purchaosor of Joomns in cach country and the writ-
ing of the fivet commitinent Jetters in cach cowntry,e full time attorney

- oy mve - " s e - P T TR e - P o e o0 PPy
mey be neaenatry,  Thoevealior o rend cstife atiomney on a consulting busis

should suffice. The "overhead structure' (personnel, facilities c.nd relatoed

cnpeases bul not Snterest exponse) once the volwme of mow cpape ownerahip by
CAMT hos Sneveased to, say AL 15,000, 000 chevld be such thot CABE] §g
satisficd thal 3110 bovrows ot 1% aud lends 2t 8% it bas no problem in mect-

g its overhend requivements margin,  Obviousdy as the Home Loan Depari-

ment growes his figure hao to be reexamined,
o o

.

., Uho insttabions with whown CJ»LLl trangacts tusincss chould be

L o)
2

reguived to pprform as many funcltions as possible so as to hold the overheand of
CLEBEL to a minimurm, o exarple, in<connection with commitinent Jetters

CLBET mseht depending upoa the transaction reguire the. selling institution to

pay CAREI's legal cxpense, 1 CAHBEL could have 2ll selling institulions ulilize

LA

IBN programing cards and many already are CABEL itself conld hove its

Horae Loan Departiment portfolio computerized, This could prove very

advantageous .

9o Lm Advisory Iooxd consisting of one or fwo representatives from

cach country .,hou]d be established {or the l]omc Loan Pepartiment, These

L7
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CHART IV

or I3l

25 T3l

JOUL D

P e

TON

R PN

.
CLC S

control Depnriment's

12013

..
]

owvurnendntions Lo higher

relationohip with same, and with other ofiices

Danly, es well as with local and International 1

and cocperatle v

¢ Fouo judgments to bighow 1
PP, DU . S
mendanons,

d, Meole avy

angemnents 1o

¢.  Supcrvise the ctiment's personned,

AL ANNALIST

SOOI YRS

PINANC T

P

a, Prepore {inancial anelysis,

Audit

Contyol and supervise guarantees

Contyrol dizbursements

Supervisc and conlrol Jozng to uscrs

f Flaborate amoriizaetion tobles

$Xd

h. Control aynortizations and intercst payments,

authorities of the Dank,
‘

P b PR o e ) e, 1
awlinorities ang mase

Attachment

s TORCIK

i P T

and depa2rtments

with e Bome leozn Department,

thie necessa

the ela bu"'ul(‘ul of ..-l:\:ma] studics

3 - Page 43 of 47

and maintain

P

of the

wlio finance

Y recorn-
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Yage 2

ey

b,

|

=2
i

Supervise and centrol investuacnt of funds

Supervise projecis, including the laying out of land foz building, and

coutyol cosis,

NANCIAD, ANNLTAGY

At e Avmeesretm

Lccovnting, fipnncie] and sietintic work ralated to loans made to the five

T U ey 2o, N TN e aynan NN .
meinlor comitrics, and coopuraie with Financial Annalist in the contys ol
cad cnpervision of sucloloung, '

Divicl rononunnbility over contyol ond recording of operations 3 accownting
cidevlug, Donaciod p:-:ojc:c'-..i oo, and anonthly wepovts to CALEN s Adminis

[P I R R TR P I SR I TP S o E o, .
Tricir oy, 0o HAGIAY IR il ';1)-'..2“1,'.0.. ol the Moo J.onn D(‘ll....- timeoent iy

S TS U TR S Foen AIEF L ; -
J:L‘.G;;-’."« IpasaCiod Dol L, G Giirewent 'A'»ld?‘, ]w'nu]m” of dishbursce-

P
)

3
Lo periicinating fntitutions fn coordinntion with the Winancinl Annalist,

Cnte

1 PN [T SR DR SN R I AR PN P—— O N .3
bretrhe:n \:.:.-,;::,:.--.‘.:-.;;,:.,.\ ranacription and dyping of Aetin

Y

Al

..... . ." . N . g .r - re Py S “ . d
COwsrGLpondanea, 3,0, STl ondiy, notes, veports, studics, cte,

VIite notes and monorandh of ruoline nilure, accosding to Chiel's ingtruc-

-

vobulation and typing of statictical graphs,
72 1 o 1)

Divecal vespousibility over files,

s}

vy of correspondence, reporls and documnents,

Dictation, transcription and typing of correspondence for other HLD's
functionzvics, :

Receipt, distribuiion and delivery of mail,

L7
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B NGUAY, SNCRMTARY It

A
; fhanish), tranceription and typing of the corvespondence
]

& Dictation (Mralish-Fpn )
For MM funclionnsics, end in some instances Sox the Acting Chief of 1D,

b, Maintoing Attendence Recoxd
Tabulation and typing of statistical graphs

d.  Necoipt, distribution and delivery of mail
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yoen sheuld Lo persons whe are aeiively engrged in

Guaiciosdy, tho trade assesiaiicn should be wWiliznd

Attachment 3 '~ Page 46 of

the homao raortgage {icld,

. ..,.~‘—"~ N e e R Nom Treia Vi wn . PN AN . 3
I approp inte trede annoointiaas coial puch a5 o Donker's Association in

I have received strong

and cordin) endlasionm Jor e coneupt HORSHY n” of the moyigage 1an T taldlee

cd 163 Contemade City, Son dzlvedor. T eonsider

ant recomnoncotions,  Lhis Advisory Boawd would

2
w

cn {or CAREL Troparly handled it

4

thig onc of my rnoat irapori-

. -

be utilized in adviging at the

1

wlevel, The snen coraprising it would be an outstonding source of infoxim-

hias dwomy opdnion imany advantageont. It

would aid in uniting the region and standardining forms.,

10, Funds ave not worked hard cnough,  CABET .,now A roguive that it

voccives funds no Jater then the date due,  Sech funds beyond a minbmwin

’

,

chaeking account showdd be deposited ina fashion which yield maxivmun intercest

from dnte of depogit to date of withdrawal. An erc

compensntory bulances on 2y lonn, CAHBET should
o« f

havine o mortgege supply available tod

-

it for fmmedi

eption is funds required for

plece itgelf in a position of

ate purchnrse (F11 approved

by CADET end ready {or acquisition) so that as cash is available (mortgaget azc

purchasd, In part CATEL should anticipn e cash roceipts through the waiting

.

of cormmniiment letters as described above. CABEI's Xlome Joan Department

can realistically make two ycar projeciions which

RIECOMMIENDA TION NUIvi SR G - AID LOAN -

P e s e “hemsmr B e e el P A T 14

CABEL has prnding before AID an application for a

are fairly accura te.

CAS 16,000, 000 lozn

puerantec,  This application has neither been acceptcd o rajectad,

47
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UMMARY

P e LR R A T T

CALET S Horoe Lown Deprvirment 38 opevative, It needs baproving, The v

J" 4
varous borrowers from CAREL shiowld bo cducated thot CARBRI insists on
prormpt payrent, on coilateral that cquels 125% of the araocunt owed CABII, and
f holding the delinguencices in the collaieral 1r,..n., to thwee payraents ox Jess,
CGALET ghould invest its Home Loan Depurtmaont funds promptly and in order

e L34 . v B R SN SN T L T
Ao do s a2 cach flow ¢hort is necesooy

shouwld investigate whether

its procent povtfolio iz bankalle and if not the poréfolio showld be converted to

bankable Jorin, Lasty CABED should croate an Advisory Boaxrd to ¢

Py
]

he Home

Lown Dapartraent.

N

WIKGanhm
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The oo Guarentes policics oad procedures have |

g ite prosent application 42
fa 3

.-
Laccordnace with

1. Make os the now cules aad policizs raquire.
Zo Vrile o lottor (0 A1, 00 indicating
hovschocpig end Joliow v s lotien and w
redecting the chnnges ot have beon ceoon;

S e e s [P Y e e Toiney yn ey ey s .
{his e & ]\\;) to tho obinivdae ol @ Loan canue Jk\'L:)_-
2 . .
e ud]),( ettt A, 1,0, s AR
]
i
P PR e Lyea s N - D
I part Tonn suarantes funds oand

A Ny e de
oW COnu

4o I view of the lo A ol e necestnyy to comy

Jele

on AHID Tiomn

f\

N}
-
"

A

‘ NP v vren Ve Al L T | P UL SO AP . . .
Czuf‘“.“h\ Fuanding end bured o sy Mecaciion” (for iy work did net include a

Iy e NY e .

.- PP RN N B I R Ty . W reea e .
Spest et the Loan Guarantes thel be sought be left at

duction,  CABIELD could probabiy

.

buy CAG 4,000, 000 in qualifying miorigages today dn Guatemala end ¥1 $alvador,

It conld (.'l.,o place cormmitimiont Jetters {fov several million more in these Lo

countries,

b, CADBXI should sequest commmitmaent { to provide Ysccd
)
piisdY Jowa savings end Joun arsedd i This chould o o separ-
'

bl Chs g

© contraci, Sce discussions above concerning Faiduras
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The Central American Bank for Economic Integration
(CABEI) is an international institution created by an
agreement that became effective on May 8, 1961,

The member countries of the Bank are the Republics
of Guatcmala, 1 Salvador, Honduras, Nicaragua and
Costa Rica,

The objective of "the Bank is to promote” the”
economic integration and the balanced economic
development of its member countries.

Smamm me e e . e et et e

. —

. I
UNCLASSIFIED.
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BANK OFFICES

The main office of the Bank is in the city of
Tegucigalpa, D. C., Republic of Honduras,

Edif, Banco Central
7th, Floor

Phone 2-22-30

P. 0. Box 772
Telex HT 103

There are offices of the Bank in the capital cities of
the other Member Countries:

=y

Guz::cmalz.'. Nicaragua:

Edif. Banco Central
14th, Floor
Managua

Phone 7-2441 )

7a. Ave, “A", 9-30
Zona 9
Guatemala

* Phone 6-5722

El Salvador : Costa Rica:
Edif. Banco Central
6th. Floor
San José "

- -Phone 21-53-77 . ..

Edif, Banco Hipo-
tecario

San Salvador
Phone 23-48-55

T



BOARD OF GOVERNORS

PRUSIDENT
ALFONSO ROCHAC
MINISTER OF ECONOMY OF EL SALVADOR

ALFONSO OISES BEATRIZ
PRESIDLNT OF BANCO CENTRAL DE RESERVA
DE EL SALVADOR

JOSE LUIS BOUSCAYROL
MINISTER OF ECONOMY OF GUATEMALA

J. FRANCISCO FERNANDEZ RIVAS
PRESIDENT OF BANCO DI GUATEMALA

MANUEL ACOSTA EONILLA

MINISTER OF ECONOMY AND FINANCE OF HONDURAS

ROBERTO RAMIREZ
IRESIDENT OF BANCO CENTRAL DE HONDURAS

JUANJOSE MARTINEZ
MINISTER Oi° ECONOMY OF NICARAGUA

GUSTAVO A, GUERRERO
PRESIDENT OF BANCO CENT KRAL DE NiCARAGUA

OSCAR BARAMONA STREBER
MINISTLR OF FINANCE OF COSTA RICA

OMAR DENGO OSREGON
GENERAL MANAGER OF BANCO CENTRAL
DE CCSTA RICA

B i T I S PO R I I

Infrastructure
Carlos A, Erazo

UNCTASSIFIED !
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BOARD OF DIRECTORS

[
|

ENRIQUE ORTEZ COLINDRES
DIRECTOR - PRESIDENT

JORGE ARMIJO MEJIA
DIRECTOR - VICE PRESIDENT

ALBERTO FUENTES MOHR
DIRECTOR

JORGE SOL CASTELLANOS
DIRECTOR

CARLOS MANUEL E“CALANTE
DIl - CTOR

-

N

EXECUTIVE OFFICERS

Rodolfo Silva Vargas
Executive Vice Presicent

Treasury
Rolando Quirbs

Industrial : Legal

Neftall Alvarenga

Housing
Rafacl Callejas

' Operations
' Fernando Jiménez

Economic Research

Juan Miguel Meﬂa

Sccretariat
Antonio Membrefio

Accounting
Mario Castarieda

Internal Auditing

and Promotion

Ernesto Somarriba

.Olivio Dom(ngucz

e e e e i



BALANCE SHEET
As of December 31, 1958
(In Central American Pesos Note 1)

Cushin banks

Short-term investments

Loans outstending

Accrued interest and
other chizrges

Lend, office and

SCA 1147112
16 471 233
54 981 456

1776025

trensportation equipment 507 260
Giher assets 585 GG7

’ $CA 75 468 303

Liabilitics, Reserve and Equity

»

Accrucd interest and
ccecaunis paysble

Long-term debt

Reserve far employee

* SCA 483856

50 GG5 407

benefits 239864
Liabilities and reserve 51392 127

Authorized capital (G0 000 000) B

Suseribed -
Uricalied portion

40030 CGI
{20 000 0CO)
20000000

Dorated surplus 2 1G5 162
General reserve 1248765
Current year results {Note 2) €62 740

Equity 24 G735 G76

MNotes:

1. The Central American Peso (SCA) is & monetary
unit of account equivalent to the United States
Dollar,

2."The fiscal year of the Bank ends on June 30,

e -

JIICLASSIFIED
. Attachment 4
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FINANCIAL RESOURCES

To fulfill its {financial objectives within the process of

econcinic integration of Central America, the Bank «

has the following resources:
Capital Resources

The authorized capital is SCA 60 Million of which
$CA 40 Miltion has already been suscribed and the
rest is now in the process of suscription, Paid-in
capital amounts to SCA 20 Million and, recently,
SCA 12.5 Wiliion has been called for payment.

cxternal Long-term Resources

The Banl has received significant assistance in the
form of loans from international financial institutions
“anc from friendly countries, as well as valuable
cooperation from central american and forcign banks,

_as detailed below:

b

Millions of SCA

Agency for International

Developrnent 82.5
Interamzrican Development

Bonk 42.2
Spain, Mexico and

The Netherlands 18.4
Bank Syndicates of France,

Ialy, Switzerland,

Belgium and United Kingdom 36.6
Private U, S, Banks 2.2,

181.9

The Bank s carrying out negeciations to obtain
additional resources from some of the above
mentioned sources, and to establish financial
agreements with other industrialized countries in
oruer to further expand the diversification of its
sources of financing, .

-—
[}

S
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FINANCIAL RESOUHCES AT THE
END OF EACH FISCAL YTAR
{JUNE 30)

l- ! Capital Resources

]

External Hesources
Negotiated

e o) e

W (A

FINANCIAL STRUCTURE -

The internal financial structure of the Bank is divided
into three funds.

Ordinary Fund

The resources assighed to this fund are primarily used

:0 finance industrial projecis and pre-investment

"
SluGIes,

Central American Fund for

Econoric Integration

o
The resources of this fund are used to finance
regional infrastruciure projccts wh{ch are selected
according to priorities of the integration program.

Home Loan Fund
niome 1,04t e
The obicctive of this fund is to develop a prograim of

middle-income housing, giving assistance to financial
housing institutions operating in the area.

e 4 A

UKCLASSIFIED _
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ACTIVITIES OF THE EANK

The {inancial assistance of the Bank is channeled to
projects of the governments, autonomous public
institutions and private firms of Central America,
These projects must be economically and technically
sound and must contribute to the development of

balanced economic growth and integration of the
arca.

To provide this financial assistance, the Bank may:

-Authorize loans to cover the cost of feasibility
studies

-Authorize loans for the implementation of
projects

-lnvestin capital stock of companies

-Act as a financial agent in obtaining loans and
guaranties

-Give its guaranty to credits obtained by public
and private concerns

-Authorize loans to investors for the purchase
of capital stock of private companies

Also, in order to stimulate the implemantation of
projects, the Bank prepares reports on investment
opportunitics existing in the area and assists in their

" promotion,

There are other ectivities carried out by this
muitinational development institution, such as
participation in the making of studies of important
gconomic sectors of the area, procuring the necessary
coordination with the corresponding national
institutions and integration organizations. -

.

R
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‘ !
APPROVED LOANS ;
. Up 1o December 31, 1968 i
(Amounts in Thousands SCA) = - !

Number Amount
Pre-investment Studies 50 5644 : Y
Investment: _ .
Industry 134 53713 .
Hotels ) 9 2995 i
Electric Power 7 3678 ,
Highways 21 74290 ?
Housing 12 “" 10000 ;
Other ) 9 3 544 !
1927 7148220 ___._
. Total o242 _ 153 764 !

One of the signiﬁc..m ﬁ_]UfLS in the chart above is the
financing of industry, vehich at first was concentrated
in traditional indusiries {primarily textiles and food
products), to be broadened later o intermediate and _
metal-mechanic industries which permit a better basis .
for the industrial growih of the area,

Another ou:slandinq fiqure is the financing of
highways; in {foct, in this sector, tha Bank has given
priority uo wie constriction of the Central Amcrican
Highway System which has creat iniportance for the
aperation ol the Coramon Market,

The Tinancing of pre-investunent studies has Leen an
imporiant iocior in Celuiadning the icasibility of
indusirial p"c‘c 5 oof significent impact in the
economics of the area, as well as integration hig! wWays
and other infrastruciure pro,’uct; of regional intercst
such as the Central American T Telecommunications *

-Network, the Regional Grain Storage Program, !

projects for ¢lectric inicrconnection .zinong Member
Couniries and pr01\ct, for the construction or ;
improvement of major ports and airports, !

et A natandiE LI R U U

Attachment 4 - Page 6 of 6
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LA HEENOS T S R T IN 6

1970 - 1974

LOME LOMAY DEPANTIAENT

TEGUTIGALPA, 11, C. JURE 1969
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co Iwiebidiario sre the private bunks that
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1

Livio couvatyy 1/ Boneo do Oceituniso
reeonlly dniiiaied ohe finzueine of heves.  Crodito urnoteconio Naclonal, a
cod os of Docenbern

G0, hua coxcied cut 11,602 opovatioas for a totel of S$CA 20.0 millicn.

e Lneti ol e ac Yo Vivicada, oo cutonomous orsonination, have

-~ 3

Dincneed sround §,000 homse for o totel of S04 23,0

Llion in Guatoemala

-
Iy

c 100012568 period, the amouni

finmnead by puiveie asd uakions) oo tieuiiens wus S04 116,0 wiilion din

are cstinnted at SCA 24.6
Yha tetel dnvestiwnt Fou that period weachod S5CA 154,0 million in
appresierzely 30,000 Licies of uhich it ie cotirated thet 2,000 vere built

b

vith othizr {unds, ot a cost of $CA J1.0 1illion.

LOSCS 3.6 vilidon prograi adeindsicrad by Duunco Granal & Townson is baing

develepod in Guoier

with AZR's Guesenty, and has been included in this

bank's operations, Sec Chart Ne 1,

(%)

1/ These banie axe now commzreial banks, but act as Savines and Lcan
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v,\'-

Wik

EfereR : ?,()()3

Fivsueed

iputecario Haclonal 11,252 20,31¢,405.,00

603 4 ,041,1¢

de da Viviendo - IVE - 6,647 22,945,047 .00

28,660 118,117,352,

1/ 2,600 11,236,400.0

30,060 155,653,752,

1/ . 264 ,660,000.,00

TO8: Bones do Cvdu &, IHVL, ¥.h.A. and other credit
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i
[
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with §0A 2.0 midliou. See Chart IS 3. )
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soving Compandes, VI, Guesa Y Proguan and other fineacing institutions

s
L

dwiing the 1900-1550 poeriod, wae &Ch 43,7 willion for 4,900 howss coiple~

1
¥
renbed with §CA 17,7 nillion [row borrosers contributions .,

Tie anouat dovested during thisc sane period io cstimnted at $CL 68.0
million for approximately 12,000 hotos,  Deallines built wich other fuads

vere estinzted ot $6A26.0 nmillion.  Sze Chart N2 G
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Iv thic country Chove wro wo loves videots dncoiivtions Jdedicoted to hone

” [
fivrecives The seticn: D bacha, only ergeainoiions by the Hation-
sl Pactiug Syolen's Low te yoecive a pelits, grevi lons term evedit for
bowme Tivencing thiewh cheds Povigous DoparNeant.

The Institulo Nocicennl de Seouros and fhe Tasiiento Hecional de Viviendo y

Urbaaiun o, tuve aulonomung fustisusio

, . Crant loanz, for vediuws housing
the Livet o, end prinenily to les incows foviiios (he | laticer, The Caja

1

i
Costaryidongn dn sedal grantod hows Loeons untcil 1866G; subsequently,

miag were chonneled ¢hrough the Institubo Nucional

n LR, A ey e A
The oount Fincuced

duriivg tho 1960-1048 periad, dn this cose mainly by

nrilonnl aeencics, totolled $CA 68,0 willica ia appronimalely 26,500 homes:

the borwewers contvibutions ware of §CA 15,8 willion aud the cost of hones

bulle wilihout arp

this sui poniod weached $04 90.6 willion for a total of 20,000 howzs, Seceo

Chart B* 5,
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INVU

Urbendsws (KHVI) 9,450

Sociall 1/

11,735,192.60
3,625,367.00
5,077,751.00
, 200 ,085,00
21,062,262.00
2L, 453,012.00
2,056,000.00

n 4]
2,500

68,320,069.00
15,897,113.00
€,400,060.00

29,009

0.617,782.,00

to 1906

rican Bank's cztimates
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Boaved e the dnvectigotions ponfero ad, a6 wes detormined chat Trom 1660 o

Veot, o toted of nppvesdicvcdy $CA DEFL 0 pillicn vos duveseed in the

cuntGlirvation of iy ool feawden, which wepresents eu avor-

age of B0L G000 wiliion por e Witidn thic toiol, the natiosal housing
votitutions financed 10,07 the sovings and loen systons 11,49 the borrew-
Crs ccntiihuﬁiOAa cwdoolier fundn dnvested du housivg 26,672 and othoer

£in .'i.; instituticns 43,07,

sowabey Ll r.on the policien

fAnsneing, ranes between 5%

O, fwenoene countyy to esolher, deponding on whother the berroweyr buys

¢ hon e oo butldds on hils owa lard,
woemount finaaeed by the eredit dnstdputions Levein relerred to during
the 1560165508 poeviod was $CA 364.0 rdllion for the censtyvuction of 105,700

howns,  This vopvesenis approximately 724 of the total iovosimont.

to point out that this part of the analysis refers te a

i Also, the bovsiug finencing covers all levals of family

incoie lucluding suboildized bousing.

Chart N 6 provides a swwmary of the finaacing and investment in the

2]

region's wlna hoveing during tho 1950~1960 period,
4
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AU P ANCED TOLAL TREVESTHERT
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Jirs AV

TOTAL CnilaL AERLCA

o

[RINERYN

Lo

30,000 116,137,562.60 15%,653,782.00
3G, 300 107,523 ,205.60 138, 134,000.,00
16,600 59,524 600 GO ¢6,060,000,00

04

,00 43,720,016,00 68,200,000.00

‘/lf/ ;\I”"/‘ f (Jg) () /LJ’) ﬁo

ILH,"L

300, 04 54100 536,605, 564,60

Indicated in the corrvaszponding Charts
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Cirduwsn 1

The cotinnte of posuneinl housing derang dn of b er huldn to dekenmvine the

.

re

elfvetive denasd, 18 the Onte o fovildy dncon: distribution doas not define

the needs of nach shrotva, assioning & volirs to the units reguired, basad
orotinn foct thol thoere dc vidlingoens oad chility to aeavire a howa. Unloriu-
neiely, dn tho wosion vl aro nn adigunic wnd dotnilad sbudios on dncora
!
PR | ’ “e DRSNS | .. LI R 1 TR TR gl 1 ey crayrs 1Y e e Varnyey e
CLORLLOA DON AMGerl oy Do Ui Lol nciadatioly, and the conous did 0T covr
{
|
oioer thive cuployient aspocis, i LLOsdn o vha populag won, frow the cco-
i
i
nerie poinl of Logivdy of rals vatuee io oo regionel neccssity aud

Consiirtobes a very dnpoviant and coubly endeevor, very saldow found in the

Seeyienn Censinenc., 7o licu of sueh atudy we hove doeided o VO with

resoarvehon dunnng previous yioars i difforent Central Azcrican. covntric

-

o es

as stated an the Intvedeciion, octablishine (Lo redce in ducouwe during the

annlysed poriod, as fellous:

secovcing to socisl cocuricy statictics J Lt Central fuezrica, the labor rerts

.
ab oot which vary betvesn 47 and 0% per amue,  In

ineows have incren:

this case ve hove opplicd o vuiforn st of 47 whieh is adequate for family

incons at ¢ long tone., This ds o consevvapive asswmption, but the salary

infornation alone, eould involve structuvral changes thot wvould altor the
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e . TR T e Y . I .t . N T . g H
Ouy arsldysio 3 baued on oo cowdy of the Lasticoto deo Toiinko de lipotecas
o c eyt ey T, o N T iy Y L R S B

LroGhs pieid e G dupasny 8T wider che heading npreciations on

the Pecusible Fouvsing Murhot din Gootenols City".
\

8! rC‘f'l'\""'L‘,V thore is B T i o Lo LT I i St B T ey e ol I,
BrOnornaiely, thare s no dote fov othey citics and urban arcas an Guirtema~
1. TR PP A RPN Ser et e v 2v . B H M H
Ly therefowe owr study de Limitad to the coputal eity. Tevever, di io

Ampertonl Lo wote fhnt the othey citics eod wEban aveas Go nnt preatly

inﬂnmwytmulmmwm.

Avcording o the above nenticas

¢ stedy, i M08 Custemola City dnhebited

N LA B - Al o - s PP DA N e gne et : Y
LOU,500 frmilizg ond have hzd a Guarntuieal grovtlh of 5,44 poy anvnum,

Based o the ebove Disurcs, ve have estdnated thiot in 1G9 there ore 141,330

crtion of the populsatica's

ancor woohovn uted tho 1964 distribetion, projecting it to 1969 os indi~



VA e el
( e

~7

Mate

S

) N
SR A Sy e '

B T TP .

MUMSEY, OF

Pagé 21 of 54

e

b

LCCULLLL N

CATEY

"TID

50 - 1GD
N0 - 150
TR0 - 20y

EXETs
oonthe

L ESTAY Biste)
VAN ° ISR RS
o - AT

v bar

GGD - 450
450~ BUO

700 - 20D

Y Cuatonala

1 Lt Yo
, ]
v ; ot
oy el . .
\ 1.) Loy o ~ e
| N

1 Ly
D T R A
JEDULTY ., o .,
!

31,000

e ves

1/ /7l/

o Tiees

oantihio Vi
CaSubLlo hous J‘l., ot ried

32.00

22.50
14,00
6.50
3.00
3.00
1.5Q
1.5¢C
1.00
2.00
1.00
1,50
1.5C

G,00

160,07

in Custeua

o ouay e Taee LV e 3
sonrn Cvidin Tasmurance

32.00

54.50
68.50
75.00
7G.00
&1.00
82.50
84,00
85,00
87.00
83.00
€9.50
21.00°
103.00

Inatit

la City®

ulie







b 1). J -

Attachment 5
Page 23 of 54

WOSC L e PRIGELR O vy 7 4 LCCUAULATLIR

2SN AN
2L - 500
200 - 356
RIS EETI

e iy,
liia o ol
[RENS e e
Ul 0T e

YO T oA L

1/ City of Sen Salvador

e
J. , oul!

~oere

viu

24.00
34.50
14,50
&.50
4.50
2.00
1.60
L.00
.50
0.50
2.00
1.00
1.0G

Aaallad

Conces~ Danography of 1

24.00
53.50
73,060
£1.50
85,00
65,00
E2.GH
50.00
0.5
91,00
£5.00
94.00
95.00°
lQ0.00

Yl A Ve 31 2% e o
\-'.’.‘.‘.L'._':'\.u‘ U.."."s:l‘ e

<

1869 cnd the 19467

3

lea




Attachment 5
Page 2k of 5k

e ety Nen st
K RUERN TN

17,0

Mol
'-‘.;(\:t‘ / 1.]:-,r:|;.¢ \.U‘_n,._.,-., NP e . e,
ahalade [ER VS I ANN § X3 1.'1:.\.‘.];.(.."4_) /: A ACCUL‘L'JJ.’;TEU
'
L, (4 core .. .
G 50 53,500 28,50 26,50

o0
(%)
Lo
O

. [ e e . .

ha . 100 'l)\"//‘L'(‘ J/;'i){)
JoTe - )i Lo, G 13,50
250 7.00
AN G610 4,50

Lo G B o T S
W (S W G
= = La
< < o

ATIVIRERR Y , N 3.00

30 e BEG 3,470 1.0

O~ (254
=N
=2

+ .

H :
: A -\
in
-~ O~
Lo
(¥ I K
o O
. .

L S ]
e
AS I Co }
N
. -

D s
< -

L

f

&
-
~
s

%

i

=
-
<
\>
e
wr
o

LU0~ GG 1,470 1.c0 94.50
O~ g 735 0.50 95.00
707 - {00 ) 1,470 100 96.00

4 G0 106.00

100 .04

GO QT WOt

YO0 A L

3/ Locluedes:  Son Solvados

gl Son Viensue,

S T TN ~,. - -
RTINS Uy GLna Lo

chining,

vothe Ingtite

LTSy NS N




Attachment 5
Page 25 of 5k

IO I S A O A RN AT
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G o 506 Le,1ed 72.00 22,00
HU e 30 24,500 22,00 54.00
AP 534 17,685 23,00 77.,G0
IHQ - 203 7,600 10,60 67,060
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TV AN Ry 0,580 94,50
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ST AR ORI : RULGER OF IPUTLLes 4 4 ACCUMULATED

0« 50 14,200 21.36 21,326

A0 = 16D 32,8706 30,36 57.75
Jeo -~ 150 17,485 19.37 77.12
150 ~ 200 6,258 7.74 84,85
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2o - 5300 2,171 2,40 91.07
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CENTRAL AVERICA - Central American 2ank for Zconomic Integration

Section 222(a)

The A.I.D. guzranty fee will be in an amouni consistent with fees
previously charged for housing guarantles authorized by the Administra-
tor in accordance with the powers delegated by the President.

Section 222(h)

The rate of in

t ible United States investor
to be 1resc1‘oc t b

e less than one-half

of one per ¢ rrent rate of interest applicable to
housing uwortgag a”cd by tne Department of Housing and Urban Develop-
rent and it will not be more than one per centum above such rate.

Section 223(a) and (c):

The "investment" and the "eligible United States investors" shall be
such that tney are wholly within the included definitions.

Section 22u(a):

This project meets the intent of the Congress.

Section 224(b) (2)

The sponsor of this project is a credit institution in Latin America
engeged indirectly in the Iinancing oi home mortgages.

Section 22L(ce):

1. The total face amount of housing guaraﬁules issued will not exceed
$550,000,000 including this project.

2, No payment will be msde under the guaranty for any loss arising
out of fraud or misrepreszentation for which the investor is-
responsible. '
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AGENCY FOR INTERNATIONAL. DEVELOPMENT v

s Washington, D. C. 20523

UNITED STATES CODRDINATOR DRATRT
" ALLIANCE FOR PROGRESS GUARANTY AUTHORIZATION

Provided from: Investment Guaranty Funds

CENTRAL AMERICA: Ceniral American Barnk Tor Economic Integration

Pursuant Lo the authority vested in the Deputy U.S. Coordinator,
sllicnce for Progress, by the roreign issistence Act of 1961, as
amended (FAA), and the dclegations of authority issued thereunder, I
hercby authorize the lssuance of & guaranty pursuant to Part I, Chapter
2,-Title TII, Section 22l of the FAA of not to exceed ten million
dollars ($10,000,000) sceuring against losses of not to exceed one
nundred percentum (100%) of loan investment(s) by an eligible U.S.
Tnvestor or Investors acceptable to A.I.D. Tor the long-term financing
of morigage credit imstitution housing projects to be constructed in
entral America. ' :

Tt
"

1is guaranty shall be subject to the following terms and conditions:

H

& cuaventy: ~The guaranty of the loan shall extend for a
of up Lo twenty-five (25) years from the date of the
tiv

. The rote of interest payable to the Investor(s)
to the loan shall no
cribed by the Admiis

of the FAA.

3. TFee: The fee of the United States shall be payable in dollars and
~hall be onec-half of one percentum (5%) of the outstanding
guarantied amount of the loan per annulm. '

L. CABNI Guareniy: The Central American Bank for Economic Integra-
Tion shall provide its full faith and credit dollar guaranty
of repayment of the loan.
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5. 0Other Terms and Conditions: The guaranty shall be subject ;o such
other terms and conditions as A.I.D. may deem necessary.

Deputy U.S. Coordinator

Date
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DRAFT LETTER OF ADVICE

Dr. Enrique Ortez Colindres
President, Central American
--.—.Bank for Economic Integration. ...
Tegucigalpa, D.C., Honduras, C.A.

Dear Dr. Ortez:

We are pleased to inform ‘you that on the basis of your application
dated September 12, 1956, as revised end amended March 28, 1969, and
the discussions betwcen our respective representatives, The Agency

for International Development (A.I.D.) has authorized the issuance,
within not to exceed one (l) ycar from this date, of a guaranty protect=
ing against loss of one hundred percentum (100%) of a loan investment
of not to exceed ten million dollers ($10,000,000) by eligible United
States investors (Investors) to the Central American Bank for Economic
Integration (CABEI) for the long-term financing of housing in Central
America. o o

The contract documents will more fully describe the purpose and method
of utilization of the guaranty. ' o

The authorized gueranty shall be subject to the following terms and
conditions: ’ '

1. The guaranty of the loan shall extend for a period of up to
twenty-five (25) years from the date of the respective disbursements
of the loan. T T '

) 5. The rate of intérest payable to the Investors, with respect
to the loan, shall not exceed the allowable rate of interest prescribed
by the A.I.D. Administrator.

3. CABEL shali provide its full faith and credit guaranty of
dollar repayment of the loan. )

L. The fec of A.I.D. shall be payable monthly in dollars and shall .
"~be one-half of one percent~(3%) per annum of the outstanding guarantied ----
emount of the loan. T -
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5. There shall bé submitted, within sixty (60) days nereor,
evidence satisfactory to A.I.D. of a firm commitment for the long-term
mortgage financing from an Investor or Investors acceptable to A.I.D.

. - 6. There shall bt submitted, within one hundred twenty (120) f
days hereof, a draft contract of guaranty and related documents.

*T. CAEEI shall utilize the proceeds of the guarantied loan invest~
ment only to purchase participation in eligible mortgagces except as
A.I.D. may otherwise agree. The percentage of participation shall be
no more than 65% unless otherwise approved by A.I.D. Eligible mortgages
are defined as: o o

—

a. Mortgages vhich are placed on dwelling units the construc———
tion of which was completed subsequent to the date of the Contract of
Guaranty; and vhich was comaenced and perforred in accordance with the ™
technical standards of (CABEI, ' ' '

* b. Mortéages which are placed on dwelling units having a
sales price, including land, not exceeding $6,500. '

c. Mortgages which have terms of not less than twelve years
nor more than 20 years.

d. Mortgages which do not exceed 90% of the sales price of
the housing including developed land.

All participations in mortgages so purchased by CABEI shall be with
recourse against the selling institution, and the selling institution
shall obligete itself to replace mortgages which are delinquent beyond
the standard establistied by CABEI and approved by A.I.D. and shall agree
to provide mortgage servicing in all cases. .

8. The funds disbursed by CABEI Ior the purchase of participation
in eligible mortgages shall be in local currency in the various countries,
which CABEI borrows from the respective Central Bank while simultaneously
lending dollars to the Ceniral Bank; all in accordance with the agree-
ments beiween CABEL and the Central Banks. '

9. CAiBFI will purchase participations in eligible mortgages only
from the eligible institutions agreed to by A.I.D. and CABEIL, unless
otherwise authorized by A.I.D. : ‘

10. ‘While allocation of funds to each member nation in CABEL
-will be based solely on demonstrated need, demand, and capacity to invest,
CABEL may, with the approval of A.I.D., offer to reserve a specified
amount of the investment guaranty, for a period of not to exceed 12
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o -

months { t tc of thz guaranty contract, for utilization by any
member nation(s) not immediately able to demonstrate capacity to properly
utilize the investment. In such case, CABEI shall specify the steps
which must be taxen by the member navion in order to provide such demon-
strated capacity, e.g., the enactment and implementation of legislation
‘ereating a savings and loan system. o . '

“1l. CABEI shall, prior to execution of the Contract of Guaranty - -

by A.I. D., have established an Advisory Committes in accordance with
Section 2.3 of the Home Loan Department Norms and Operating plan such
_Advisory Committec to be required to meet regularly for the purpose . ...

of advising, through the Board of Directors, the management of the CABEI
.Homb Loan Dbnurun“nu on lending polle

12. CABEI shell asgree to utilize, to the maximum extent practi-
cable, its otuer financial and adminisirative resources to further:

a. reduction of the cost ol land cevelopment;

.b. standardization of building materials;

¢. dmprovement of organization and methods in the home

consuruction industry; '

é. lending to home builders for modern construction equipment.

13. CABEL shell cgrec to retain long-term technical assistance by

a recognized expert in 1¢ of mortgage banxing with special
reference to secondary mort el inz. The costv of such assistance
shall not be borne by A.I.D. The duration of such technical assistance
should De not less than or

e

1h,  8ABET shell
the face amouni of
of the Contract of Gu*
to 1lssuc such merig
CABBI and A.X.D. ove
supplenent the proceeds
reserve liguidity within
ments.

coree o nave desipgned o mortgage bond issue in
illion within twelve (Ii2) months of the date

ranty, and shall agree to usc its best efliorts .

5 in incremcnts 1o be agrecd upon between

pecified period of time, with which it will

of the guarantied loan invesiment and provide

the context of its own regulations and require- -

~15. CABEL shall agree to offer to borrow fron pr1the sources
OUuSldL Central America (without an A.I.D. ~uarantj) an amount of at
“least $1 million, utilizing as collateral & bleok of mortgages, mortgage
parcicipations, aﬁa/or Dledneo of collateral sccurity, which CABEI now -
holds in connection with its sub-loans from A.I.D. loan 596-L-003.
This offering should be in general conformity with recommendatlon

nuroer threc of the Glikbarg report.
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6. o concentration of more than 20$ of the sub-lending by CABEL
shall be made to any single eligible institutlon without the express
prior approval of A.I.D. ‘ :

"17. The guaranty shall be subject to such other terms and conditions
s A.L.D. oy deem nccessarj.
Tt is not intended thet any information about the terms of the guarantj
be released to the public at this time, We shall be pleased to coordi-
nate with you the release of such information atv a later date.

Should you have any cuestions concerning this letter, the guaranty, or
the program, please feel free to contact this office or the A.I.D.
Regional Office for Central America and Panama, in Guatemala City,

atepala.

Sincerely yours,

Peter M, Xium
Deputy Director for
* Guaranties end Enginecering

Housing and Urban Development Division





