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The
the

attached reports, consisting of an evaluation of
entire CREDICOOP credit union system and a finede

cial analysis of CREDICOOP, were prepared by two

private consultants, José Arroyo and Ralph Miller, and
B.W. Allen, an AID/W Financial Analyst. These reports

have been reviewed by the Mission and the following
action decisions are considered appropriate. This
submission substitutes for a regular PAR covering the
reriod from July ), 1975 to December 31, 1975.

1.

2.

3.

5.

Reviev the fidelity bond progrem of CREDICOOP to
ensure that.all rural credit unicns are covered
by such a dond.

Develop & strategy to improve the delinquency
problem and provide intensive training on how to
carry out the strategy.

Undertake a wide reaching education program by
CREDICOOP for its affiliated credit umions as
well as for its ovn staff,

Continue placing esmphasis on the expansion of the
overall credit union system for constant growth
in membership.and share capital.

Credit imion leaders should cbtain and analyse
farm operation dats, such as expense and income
possibilities, before deciding on loans.

Dec. 1976

June 1977

Open

Open
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6.

7.

9.

10.

11.

CREDICOOP should prepare a marketing plan accepte
able to AID. This plan should show that CREDICOOP
will have adequate fimancial and mansgement re-
sources to carry out needsd marketing services.

CREDICOOP auditing procedures should be stream-
lined to permit coverage of a greater mmber of
cooperatives a$ reduced cost.

CIEDICOOP should separate the promotion fumction
from the financial department.

CREDICOOP should prepare cash flow projections on
a yearly basis.

Efforts, probably through training, should be
made to get more timely and better prepared
reports f.om the credit unions.

CREDICOOP should begin to prepare quarterly
consolidated financial reports on the credit

unions for information and analytical purposes.

Dec. 1976

Jan. 1977

Dec. 19'6

Dee. 1976
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REPORT ON FINANCIAL ANALYSIS OF

CREDICOOP

USAID/PARAGUAY

1. BACKGROUND - INTRODUCTION - SCOPE OF WORK

| USAID Paraguay initiated a credit cooperative program in 1970.
In May 1973 the, ''Central" or CREDICOOP was legally formed under
Paraguay law. Previous t? the formation of the CREDICOOP the
USAID had not only :::::i;:ﬂ funds but disbursed and accounted for
the fands. Beginning in May 1973, CREDICOOP set up its own
records, began handling its own funds and prepared to begin
disbursing of USAID grant funds. In June 1973 CREDICOOP
issued its first financial statements. In July 1973 the USAID dldvanced
CRZDICOOP funds and CREDICOOP ek became responsible
for the entire operations except for contracts and seme commodity
procurement that of course must continue to be administered by
the USAILD.

USAID, early in the life of this project, contemplated providing

a loan to capitalize the establishment of credit unions and the
CREDICOOP. In December 1974 a Capital Assistance Paper was
prepared and in June 1975 the Loan Agrgement was signed to
provide $ 4.7 million for CREDICOOP Capitalization ($ 3) and
UNIPACO ($ 1. 7) for marketing. Subsequently it was determined

that UNIPACO was not capable of ¢ontinuing operations and this
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along with other questions which had, develoPed caused the loan to

be temporarily withdrawn before disbursements began. This,
then promped further review of CREDICOOP to determine of it
was a viable organization and if the loan of $ 3 million should go
forward. This paper is being presented a8 a part of a total report
prepared by a three member team which concluded ;:,.CREDICOOP
~ was a viable organization and that the loan should go forward and that
certain recommendations should be implemented it order to strengthen
not only CREDICOOP but the total creditcooperative organization.

‘This financial ;nalysis was cé ducted by review of finand al
statements and iniormation available in CREDICOOP, preparation
of consolidated and comparative gtatements, review of the CREDICCOP
loan portfolio and preparation of an exhibit showing the portfolio with
delinquency information, obtaining)and reviewing and presentation of
loan information pertaining to delinquency of the various member
credit unions, review of CREDICOOP actions on the high delinquency
rates of member credit unions, reviews and discussion with
CREDICOOP personnel concerning the adequacy of audit activity of
member credit unions, review and discussion of adequa}a-;" training)
" competence and need of CREDICOOP personnel, review of financial
and management reporting, and probably most importantly the review

of revised combined financial projections and cash flow of both

CREDICOOP and the total of the credit unions in the same manner
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II. CREDICOOP-FINANCIAL STATEMENTS

The Balance Sheet and Income Statement of CREDICOOP were
reviewed from inception through November 30, 1975 and put
into a format for comparison as presented in Exhibit ﬁ |
(Balance Sheet) and Exhibit ﬁ (Income Statement). It is
felt that too much emphasis should not be placed on what these
statements might reveal in some respects because they might be
misleading since CREDICOOP is a new, developing organization
which is a lending/service organization depending upon capitalization
in order to lend and perform services and it does not yet have
sufficient capital to perform these functions except in a very
insignificant manner.

A. Balance Sheet

Review of the Balance not only shows the normal expected
grown in the est-blishment of CREDICOOP but the following indicators
are established:

L, Currcnt Ratio (Gross Liquidity)

current assets including inventory corapared to current
Liabilities including USAID funds on hand.

Current Assets - 6,995,578 - 2.92
current Liabilities 2,393,267




2. Acid .Test Ratio - (Liquidity) - current assets mndenslivegy

excluding inventory compared to current Liabilities
including USALID funds on hand.

Current Assets - 5,130,590 - 2.14
Current Liabilities 2, 393, 261

3. | Working Capital Ratio (Liquidity) - Current Assets
minus current liabilities
Current Assets 5,130, 590

Current Liabilities 3 393, 261

Working Capital Zl 737| 329

Again, these ratio's do not mean a great deal since funding has
primarily been from donated funds, however, it is believed that these
indicators,since they are very acceptable, show that management has
been and is managing the available reasources in a competent manner.

B. Income Statement

The income statement, as has been prepared by CREDICOOF,
in itself is very inconclusive since it has not heen including operating
expenses paid by the USAID grant funds. It has only presented income

and payment of expenses of not covered by USAID from that income.
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Exhibit __L prelent"thil information showing the net profit as

carried in CREDICOOP's records # then includé‘d' a total of
the USAID contribution as a reduction of the profit, Itis evident from
Exhibit _F,  that CREDICOOP has whmmeaa? not had an opers ting profit
after providing for reserves for depreciation, Aad debts and legal
ragserves. Of course, after including operating expense granted by
USAID'has sustained losses of $ 61,293 for 1974 and $ 74,276 for

1975 through November before provision for reserves. It is

estimated that the totd operating loss focr .1975 will be less than

$ 90, 000 which is no more than hud becn estimated.

C. OBSERVATIONS/COMMENTS ON STBTEMENT AND FINANCIAL
RECORDS.

Review of the records and financial statements and reports reveal
that CREDICOOP has not been preparing adequate financial statements for
use of Management on a monthly basis. All that has been prepared is a
ngrial balance'' of the accounts month by month, which has not included
operating expenses contribqted by the USALD nor acerued interest payable
or receivrole, nor reserves for depreciation, ltad debt s, and other reserves.
Balance Sheets and Income statements including proper accruals and reserves
were only prepared at year end. This is understandable at this point in the
growth of the organization since it is just being organized and certain

expenditures continued to be made by the USAID until beginning of



-6-
calendar year 1975, however, the organization has reached the
point in its growth that financial records and statements must be
complete,accurate and provided to Management quickly and
in such format and manner that they can be interpreted in a
meaning ful manner.

Review of the accounting records themselves fevetled no
significant pfoblems in how financial transactions were handled,
however, there could be improvements made which would
result in more zccurate and meaningful statements which has not
been that important in the past but will in all probability take on
much more importance as more funds are chanelled into

 CREDICOOP and the organization grows.

At the present time there are two employees handling the
accounting records and financial transactions under the supervision
of the CREDICOOP Manager. They appear to be reasocnably
competent in their jobs. However, as the organization grows and

v expands and assuming that the loan is granted, there will be need
for a Controller. It appears that";:i'me has been reached when
gerious consideration should be given to adding such a position

to the organization in the very near future. Such a person should

e
be experienced enough to not or.y handlieg the accounting, but be
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able to ascume management duties that the Manager, CUNA advisors or other
personnel may now be doing as well as expanded activities. He should be
part of a management team.

Do HeQUMYENL- TiVNG.

As a result of the roregoing,t.ho following specific recommenda=
tions are made:

1. All incozme and expense that is received and expen.led by
CheDICOUP from whatever source should be merged into the normal accounting
records. ULpecifically, Ucall and other contributions for operating expenses.
These incomes and expenses should be accounted for and reflected in all
financial statements and presentations.

2. All appropriate income and expense accounts should be accrued
u_g"._k!g', taken into the accounting records and properly reflected in the
tin@;;cial statements. Ypecifically this would include interest income,
interest expense, depreciation expense and reserve, had debt expense and
reserve, other expenses and resorves and ot'.er miscellaneous expences ‘md
ascounts payable.

3. Prepare complete and separate Dalance Sheets and Income
Ltatements on a monthly basis to include the total financial acsounts of
the organization.

L. Prepare comparative financial statements on a monthly basis
sucn as compirison to tudgets, comparison to previous months and/or years.
This can be ecxpanded or :ontracted as necded and certain comparisons may

not be needed sach month.



5. Cash flow projections should be prepared on a yearly basls
with at least quarterly comparison reports and possioly monthly whon
activity warrents the use and need.

6. Monthly report on Loan Portfolio with aged delingquency repori.

7. Monthly Accounts Receivable report with aged delinquency report.

8. These various reports recommended abnve should be presented to
Management, Board of Directors and USAID with necessary expl.—;oat:l.onsIlt
needed on a monthly basis.

9. Consider hiring a Controller in the near future,

19, Consider MI in an expert in cooperative accounting to
assist in establishing and implementing the above recommendations and train

Chie Maost tone ,rl r‘do

the staff to use and apply = efficiently.

140, PFINAUCIAL RilORTING OF CREDIT UNIONS TU fCUCP

Keporting by member ‘\dredit. ti‘!nions to CarllCuOP is minimal. The only"
required report is a monthly "trial balance" of the:r financial accounts
for the month and accumulated for the current year. On the back of this
report is a reconcilliation of the Loan, Share and Depo'}it. Accounts with
the subsidiary ledgers, an aging of the loan balance as well as other loan
information and other statistical information pertaining to membership,
gavings, =tc.

his report is not received in a timely manner. September 1975,

reports are presently the last monthly reports which hzl—been more or
less considered totally received and analyzed with statistical information

c 1
abstracted for CHsUICUUP use., Uut of 35 Credit ¥nions, 28 reports had
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been received for Uctober and 23 reports for November and of course
Decesber reports had not had tima to be prepared and transmitted., OSome:
éredit Unions apparently have a hapharzard attitude about submitting
reports While others do not fully prepare the reports. One of the
problems in getting the reports submitted to ChkDICUUP appears to be poor
methods of being able to transmit the reports, however, it would appear
that this may be an excuse in sone instances.

No other information or report other than this abcve mentioned
report is required on a regular basis. AnYy other information needed or
required is outained by special reyuest or the CHEDICOUP employees nake
trips to prepare the information themselves.

For an vngoing, thriving, well managed and financed organizstion
the information sutmitted would be sufficient and in most respacts it
probably has been sufficient due to size and activity of the preserit
organization. owever, with the contemplated loan and the recomuended
financial expert, it would be well %o review this area of reporting and
improve the system.

Upon receipt of the reports from the zc}edit l;nions, personnel of
Cius[2LGP reviews them for problem areus on which action should be taken
and a statlstical report is prepared for use of CRLDLCUGP Management and
CUMNA Advisors. In order to get a bet.t.orm:’:fl financial pic&ro of the
complete organization and to be able to pin-point problem areas it would
be well to periudicaily prepare consolidated statements of all mesber

dredit dnions. A great deal of analysis could be aceomplished from such

a report,



REQUMMENDATIUNS

A. Lkfforts, probably best through training, should be made to get
more timely and better prepared reports from the ﬂ'redit. ﬁnions.

B. The racommended creditcooperative financial expert should review
thiis 1'-": and make recommendations for improvement.

C. CRLDICOUP should begin to prepare quarterly conanlidated
financial reports on the @redit Ynions for information and analytigal

purposges.

1V, LOAN DELINGUMNCicS

Delinyuent loan rates have been and is a matter of grave concern
for the £redit Ynions and in fact is one of the major, if not the major,
problem at the present.

A GHEDIOUOP LuAN DnLINGURNCY

exhibit C has been prepared presenting the total loan portfolio
of CHEDICUUP as wel! as showing the delinquent loans and including various
‘delinquency rate computations. These various delinquency rates have been
computed to give a move complete picture because of the iany arguments
which can be made for defining what constitute~ a delinquency rate.

If the assumption that tue total amount of the unpaid loan
balance becomes due the moment a payment is missed (when a loan is
amortized by more than one payment) and this is the assumption CitEDICOOP
uses, then two metnods of computing the delinquency rate constitutes the
norm. Une is the ratio «f the total delinquent loan amount to total loans

whal,
made over a period of time which Ls computation A. in Ehibit C'.’and" shows



that the delinuuency rate is 10.8%. The other is the ratio of the total
delimuent. loan amount. to total loans outstanding at any given time which:
i3 coxputation o. M=l . whish shows thab. the delinquency rater le-
1328

1f the assumption is made that only the Hayments which have not
been made coﬁstit.ut.o the amount that is delinquent then the ratios to total
loans made and total loans outstanding is 1.7% and 2.3% respectively.

Al: of these methods are indicators. However, in this instance
it is felt that computation A. is the best indicator since it covers a
opecific period of time, roughly two years, and meets loan requiremsnts.
It is not believed that computation B. will ever be a good indicator for
this total organization since there is not., and will not.'bo)a static loan
outstanding balance over a period of time to develops a reliable ratio.

Lven though the ratio is high and over the long t.em unacceptable,
there is strong evidence that it is decreasing. CRaD1CUOP x fully aware
of the problem and is taking steps to combat it. Thne rates haver ased
dus to payments having bean received in January.

In addition, at the final analysis CicDICUCP has some leverage on
the ¢redit Ynions, to not make additional loans when a gredit )ﬂnion haa a
delinquent loan and could recover the loan. through reduction of the qredit
g'nions shares. irom another stand point the amount of delinquent payments
1s only & 179,845 or 2.3 of the total loans outstanding with payments
constantly being cullected, vnerefore it is relt that there should he
1ittle concern for what appears to be an unacceptable deliinquency rate

at this time,
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B, ChiwIT UNI: N_Losi_UeilNSUeNCY

The deiinyuency rates of the nember tcfredit. I‘l*nions are much mors
\erious than those of CuDICOUP. The Bredit Fntons will in all probability
suffer a high loss rate, at least over the short term. txhibit D. presents
the total figures by member gredit Jhiona. The presentation for the K;;edi_.t
.l.niona is different from that of CHEDIQUOP due to nonavailability of complete
data. However, ‘t.ne sare overall picture is presented. ''wo methods of
computation are shown. First, the ratio of delinguent loan balances to
total loan balances outstanding which is 48.1%. Second, the ratio of
delinquent loan balances to total loans made which .o 17.66. Again it is
felt that the second method or a 17.6% delinquency rate is the better
method for the reasons previously stated, although recognizing that it
i{s clearly unacceptable.

There are various reason*which 3: contributed to this unacceptable
de)'nquency rate.

1. loans heing nade hy the bank to the €redit I!;x‘.on whan they
already had delinrjuent loans and against advise of SRewiCuuP,

2., Faulty lending practices on the part of the Zredit Iiﬁim.

3, Llack of training in good business practices.

Lo Lack of any or forceful collection practices and procedures.

5, Credit Ynions having no control over crop harvests.

There could ne more listed, however, these are probably the major
reasons.

[t is celieved that these rates will decrease since forceful

action i35 boing takon by CheDICUWOP to collect the delinquent loans and the
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tredit gnionu have seemed to realize the seriousness of the problem. The
following actious have been taken by CREDICOUP.

1. m of the memoer fredit ¥nions have been denied further loans
until thay have drastically improved the ir delinquency rates.

2. The bank is now accepting CREDICLUP's adviss on the granting
of loans.

7. An Attorney has been retained by CHEDICUUP to collect the delinquent
loans and he has had considerable success to date. iHe has already put soms
cases into the courts and there is a consensus that this effort with and by
the Attorney will prove to be sucessful, realizing of course with the
magnitude of delinquency there will still be a heavy loss sustained by
somo (~edit !i'niona.

Lo According to findings during visits to some éredit Ynions, the
Munagers and Board of Virectors have been made much more aware of the
problem and that it must be corvect-1.

5, CHrDICWP plans intensive training on the subjecc of the granting
and collection of loans and overall management of the @redit k"f‘nions.
rven though the nign rate of delinquency is a serious problem, it has been
recognized, and intensive, and in cases drastic action, is being taken to
prevent Lt in the future and to correct the present situation to the maximum
(zg.':&;t. Therefore, it is believed that this should not keep the loan f{rom
going forward. Projections which have been revised will be presented in a

later section and will reflect a different assurption by incraasing loss

rates over a period of time out continuing to project a viable project.
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To asoist in the financial evaluation of the viability of the
Lredit i:nl:ms and ‘CSeDICUCP in view of events that have taken place and
additional experience gained over tne past 18 to.24 months since the
projections were made in the CAP, the CUNA Advisor prepared new projections.
These projections were made in the same format as those in the CAP for ease
of comparison.

These projections wers reviewed closely with the CUNA Advisor as well
as USAID Mission personnel. [t was the consensus that these projections
were very conservative and practical while the CAP projections were
possibly more optimistic than what in reality was the case. These new
projections have taken into consideration the events which have actually
come to pass and those which are knu“for_ the future and are intentionally
very conservative. There is also a consensus between the CUNA Advisor,
the USALD Mission and the Financial Analysist that in all probability
the real results of ope:rations of CHEDLCOUP and the &/redit gn‘mns will
be somewhat better than evidenced by the new projections and in actuality
be somewhere between the CAP projections and the new projections.

The new projections are presented in <AHIBIT _E _ and the original
CAP projections are presented in AHIBIT _F__ for easy comparison.
sxplanation ot the revised assumptions concerning “he revised 'prdject;ims
are presented ac part of raHIBLT _E .

EadIBIT _E  with its revised assumptions are generally self

re.
explanatory, however, the highiights of the revision a3 as follows:
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Operating lncune of urban credit unions has actually ip-reased in
1y8) from the cripinal projection of $11,534 to 345,111 and in fact
shows projected profits in excess of the CAP projections except in 1973
and 1978, whereas they were originally showing losses or barely breaking
even in 1978 and 1979 they now show substantial profits in 1978 and 1979.
Therefore the urban credit unions would appear to be in much better

condition than originally envisioned.

be | 0y Union

The revised projection for rural credit unions show a &R less
optimistic picture than for the urban credit unions. They do not break
even under the revised projections until 1979 whereas the original
projections had tne: breaking ®ven in 1977. ilowever, with a delay in
the disbursing of the loan of one year, that means that they are only
one year later in breaking even since the loan was to be 50% of the
borrowing. uventhough tne breake"en point is in reality delayed one
year, the credit unions are projected to suffer sub.st.ant.i.al losases
through 1978. This to a great extent is caused bir}'ﬁ‘.gh loss rats.
ilowever, in tne opiiiion of the CUNA Adviser, no more than two credit
union®wipht have Lo ccase operations due to decapitalization as a result
of these losses. Ln addition to this optimism one must remember that the
loss rates in the future will in all probability be less than has been
projected since much greater caution is being exercised over losses as

discussed under other sections.
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CrebiCUOP under the revised projections does not breake‘en until
1980 rataer Laan 1473 as oripginally projected. Apain the year delay in
the loan is pritaridy responaible for one vear whiie a general overall
slow down in notivivy sad a sloacr loar alscurserent rate would account
for the losy of another yaar in bredking eyew o Considering that t.he
revi sed projection ig the minirum wiich can be expectad, it is anticipated
that the projectod 1083 will be less than projected and that 1979 will be

much neacer-the brdakeaen zoint than now shown «
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vhod lueD Y CHEDICUOP TO CltDIT. UNIONS

| [

The “ResdOUUF as a "lentral® for gredit Unions provides audit services
to member fredit ¥nions on a recuest basis and these gredit ;ﬁnions which
horrow funds. {rom SbICWCY tan beo audited unilaterally by CKREDIZOOP as a
rejuirement under tne 10an apreement.

At che present time sHeliCuOP nas two auditors and the Peace Corps has
provided two volunteers to work with them. 1n CY 1975 nine audits were
performed on nine different Jredit Unions. These auiits were reviewed and
they appeared to be yuite comprshensive in their coverage of all Credit
Union.activities. ‘The reports were of a prof‘esslcnal qualiity and guite
polished. In tact considering the coverage that ¢eULCOCP should be making
in their auaits the reports could oe considered too comprehensive and
polished. Not -meaning that a zued job shouldn't be performed.

in order to increase the nucoer of audits being performed each year,
probably at least twu more auditors or needed on tae staff as well as soms
internal changes in audit procedures and meti.ods to zet anywhere near tle
coverage needed.

according to di:.cussions, LHEDICCOP is only reccvering or charging the
Credit Unions approximately 10% of tne cost of performing an audit. The
ostimated cost of performing an audit is appruxinately $4L00 or §.50,000.
Certainly CiwbiluuP cannot continue to perform audits and absord a 90%
loss of this magnituce even though under the circumstances it is realized
that some break: must be given, especially to new organizations. In the

revised pm_ject.ims'consideration is given to increasing the recovery cost
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to 200 or $:.25,000 wanich would amount to a.pproxinm\.ely 50% recovery of

co‘t .
RiQUAKINDRLIONS
additional

1. In view of the avove, Lt is recommended that one

ing can be made available and consideration

auditor be hired as soon as fund

be given to hiring another within one year.

Nethods and proceduress of performing
he view of cutting time reyuired toe

audits and publishing reports

2.
perform

should be reviewed closely with ¢

audits in order to increacse the number of audits performed.

3. Charges to

gredit ¥Ynions widch are in a financial position to
absorb higher costs should be charged more in order to lower the loss to

CHeDICUOP for performing the audits.
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A detailed study of however, in discus-

personnel was not performed,

sions, dealings and review of work performed an opinion was formed of the

overall attitudes and competency of the CREDIOUUP employees.

opinion of the Financial Analysist that the pers
of carrying out the intended

It 1s the onnel of

CREULCGWP are competent, dedicuated and capable

functions of the CReUilwP. The same opinion was formed of

purposes and

the present CUNA Advisors.

ses,or in areas wher2 weaknesses may ‘dovulop’O

where thers may be weaknes

further training should be provided.



111, Sonclusion

It is evident {ron the furegoing that the credit unions have problems
which in turn reflects vacx to CacdlUn P, Nevertheless, the foregoing has
not only attewpted Lo discuss sore of these problems but also to recognise
that intensive effort has been and is being devoted to solving these
probleims. ULince ChrilUWP itaelf appears to be a financially viable
organization over the snort term of its existence and that it also appears
that the problems of the crudit unions have Leen recognized in time to

keep them from decapitalizing themselves, there is no reason for not

proceeding with disvursement of the loan.



‘ASSETS

ey

Current Assetly

3. Cash In Banks

6. Advances

Fizxed Assets

c— LBCCER lof2
lance ! ﬁ- Dhheet
tu{(_nulaliv. ;z /13
7/[/73 to -’/ 31 .

1273171327 37317744 6/30/74 _9/30/73 12/3}/74  3/31/15 &/30/15 9730778 11/30/75
1. Cash k Checks jn Transit - - - . 97,255 118, 724 - - . - 4,250
2. Revolving Cash Fund - - 100, 000 - 50, 000 54,613 50, 000 . 50, 000 ' 50,000
28,815 124,579 20,817 197,007 153, 364 157,878 734, 434 1,135,778 2,441,590
4. Bank Savings Accounts - - 443, 055 343,087 572,624 450,836 i45, 687 300, 420 330,410
$. Acceuats Receivable 237,034 225,846 337,237 400,043 848, 988 876,412 2,503,261 2,462,478 2,197, £20
- - - - 13, 850 158, 00C 21} . 57, 014 106, 320
Total Current Adsets: 265,849 350, 425 901,109 997,992 3. 057,550 1,097,758 3,603,623 4,005,650 8,130,590
8. Oifice Equip. & Machines - - - 1,747,699 1, 747,699 1,798, 666 1,798,666 1,558,078 1,863,078
9. Furniture & Fixtures - - - 331,720 432,520 . 432,520 432,520 432, 52v 432,520

Total Fixed Assels:
Other Assets

11. Loans Receivable
55. Intereat Receivable

12. Unpaid Share Certif. Subscribed |, ISl 000

13. Required Bank Deposit
14. laventory

15. Shares-Certificais COLAC

16. Shares-Banco de Trabajadores

Total Othsr Assets:
Total Assete:

- 2, 079,419 2,180,219

2,231,186 2,231, 186

2, 290, 5938

2,295,598

_Jﬁnkcn from CAP-All other from statements.

- 105, 050 305,00 3,687,238 1,911,024 «¢,402,028 &, 386,175 3,679,430  7,4%4,220
- - - 17, 960 17,986 17,986 17, 986 -

991,933 6,18 518,241 958, 859 275,650 149, 650 410, 150 249, 000

- 8,000 8,00 8, 000 8, 0U0 8, 000 8, 000 8, 000 K, 000

- - C 1,009,358 ° 2,255,L31 2,518,756 2,108,257 -, 036, 5318 1, BG4, 738

- - - - - - - 126, 000 126, 060

- - - - 10, 000 19, 600 10, 000 10, 000
1,151,000 1 w4 933 T eAiD 5. 222,837 7, 152,100 9,232,420 8,680,008 10,288,114 9 7=z, 208
1,418, 849 | 3G 6 300 248 11,389,869 13,161,343 14,514,877 16,584,402 17,178 396




1/1/73 te

32/31/73 -'-’3[31/74 y 6/30/78 30/74 2/31/28 . 3/31/18 0/18
Liabiliti¢s & Net Wozth )
Current Liabilities . L. )
17. Accounts Payable - - - 17,317 ‘146, 489 638,118 1,80 . - 423,733 405, 207
18. Salaries Payable - - - - - - - o - T %%,201
19. Social Security Benelits - - - - - - - .- ‘118, 456
20. Fidelity Bands/CUMIS-Collect. - - - - - - - . 47,177 48, 487
21. Retention-Marketing Expenses - - - - - - 290, 769 831, 649 941, 834
72. Jtilities-ANTELCO - - : - . - - - - . - 31, 254
Total Current Liablilities: - - - - 77, 311 146, 189 - 638,118 292, 569 1, 702, 559 1,061, 439
Other Liabilitiecs .
23. Reserve for Fidelity-CUMIS - - - - B - - 14), 876 144, 276
24. Loans Payable - - - -’ 1,220,000 1, 820,000 3, 252,000 2,213,008 1,952, 000
25. Depreciation- Filld Asscts R - - - 58, 263 58, 263 58, 263 8,263 58,263
26. Reserve {or Bad Debts - - - - - }!/ 125, 545 125, 545 129, 945 125, 545
27. Other Reserves - - : .. - - 22,153 $8,753 58,753 58,753
28. AID Payable-Contributions - - - (22, 241) 618, 159 199, 446 390,072 560, 934 731, 822
56. Interest Payable - - - - 10, 295 10,295 - ) - -
Tutal Other Liabilitics: - - - (22 241) 1,906,717 2, 205, 702 3,884, 632 3, 160, 060 3,070, 659
Nat Worth
29. Suspensec Account - - B Jeo - - - - - -
30. Subscribed Capital 1,173,000 1,180,500 1,180,500 1,603,500 2, 433,500 2,560, 2,627,000 2,987,000 3,126,000
31. Donated Capital 237,034 259,218 3,389,856 6,624,660 b, 755,465 2,617, 7,746,006 8,507,518 ¢, 040,418

Retained Ea raings
Proi. & Loss 3/
Total Net Worth 3/

Total Liabilities &
Net Worth:

6,815 15, 640 {40,614 16, 958 147, 69&1 79, 994 35, 330 227, 363 279, 880
1,416, 849 1,455,358 4, 530, 242 8,245,118 9, 336, 663 10,257,524 10, 337,676 11,721,783 12, 446, 298

877 1(, 584, 402

L
}-/ 3.2% of Loans outstanding at 12/31/74

1/ Taken from CAP-

All other from stalements.

2/ Reserve for Bad Debts and Legal Rcserves (Other) required by law established from this total figure in 1/75.

3/ Profit & loss and Ne¥

Worth does not reflect the USAID Operating Expense contribution, however, the figures

would not change since Donated Capital does not include theOpcrating expcnse coatribution cither.
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"/1/73 VIV AL .u,,, T s 371745 "-,“/,, S THVICE

_ 3/ w0 3/ e s to to:
s:lucouz 12/31/73 3/31/74 _6/30/74 9.30/74 lzlau’l-: 3/31/75 ' 6/30/75 u;gLs 11/30/75
1) :
32. Printed Materials 237,034 33,434 - - - 5,596 8, 945 24,876 23, 971
33, Office Equipment - - - - - - L " 39 39
34. Agrlculture Impiements - - - - - 191, 000 211,422 229,622 247,422
33. Containers - - - - 13,360 - - 168, 381 168, 381
36. Seeds - - - - 9, 500 - - 43,125 43,125
Total Seleis: 237. 034 33,434 - - 22, B6O 196, 596 220,406 - 465, 843 488,938
Other Income ) )
37. Intercst Earned - 1, 209 2,135 14,033 32, 757 12, 372 iZZ, 598 147,037 . 169, 741
38. Commission on Loans - 750 750 5,509 6,149 25, 330 ‘30,733 - 30, 948 41,623
39. Audit Fces Earned - - 48,452 65,179 82, 559 22,602 65, 741 120,495 152,997
40. Fees-Education - - 8,400 36,900 46, 700 21, 200 25,950 36, 600 53, 490
41. Duas - - - 71,700 308, 120 e - 183,285 279, 245
42. Fidelity Bonds Commis. - y - _/ - - C - s . Ce 8, 327 8, 567
43, Other Income 6,815 7,924 29,323 55, 827 94, L8 3,9%3 41, 885 78, €54 105, 152
Total Othe. Incomes: & 615 9. 6879 69, 060 250,748 570,933 . _ 86,477 286, 907 612, 340 310, 325
Total Income:’ 243,849 43 313 89, 060 250,748 . 593,793 283,073 507, 313 C b, 078, 187 1, 294, €63
Expense '
44. Bonus paym(s. to employces :
oa toea fgom other Agencies -- - 34,000 11,000 - $9, 000 198, 000 330, CUO 418, 00U
45. Travel Expenses of above - - 85,820 189, 811 293, (40 97,098 211,203 316,795 394,675
46. Represcntation Expcascs - -2/ - - - 860 3,105 6,605 9,155
47. Other cxpenss 237,034 33,434 8, 800 8,800 35, 318 6, 121 13,076 17,076 17,076
48. Intirest oo Loans - 1,054 1,054 1,054 11,349 e 106, 259 167, 348 167, 827.
49. Comulf 2% ae on Loans - - - - ’ 24, 400 - 13,000 13, 000 13,000
51 & 52. Misc. Exp. not paid by AID -- - - 23,125 23,125 - - - -
53." Depreciation Expense - - - SHhdbd -. - - -
Total Expenses: 2,17, 034 34, 488 129, 674 233, 790 4406, 095 203,079 - 542, 643 550, 824 " o9, 783
50. ( Net profit {Loss) Exclud. ) ' :
AIp Centrib. to Ojn. Exp.__0t,815 8,825 (40, £14) 16, 958 147,698 79, 7°8) (35, 330) 227, 365 215, s o___
(s 54) ($ 70) (s23 ($ 135) C(§1,172)  ($F395) -($ 280) (5 1,804) (¢ 2,221)
USAID Ccntrib. to Oper.Exp _Q.LI, 372,151 3,634,979 5, 301, 931 - 7,870,6¢1 2,035,633 4, 275, 20 s, 134,074 q, (-Jc, 35
Nt Profit{Loss)uclud. - )
UGAID contrib. Exp. - {1,362, 326)(3, 6 7 ' : 310, 660) ®  (7,910,709) (9, 358,705)

(s 74, 216)
Miscellaneous unidentified services to credit unions.

Costs of sales to credit unions.

Taken from CAP-All others from shatcments
_Not resiily available.

elew)
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ELlasd FILTE A2

INCEPTION TO !22::2 5
3

CEEDICCOP

f”"ttf a tef2

FRIE g S i iy = 4

e ——

1 2 4 3
Total
{2 + 3) (4 ¢+ 5) Amount Bal. not
COOPERATIVE Total Louans Amt. Paid Bal. Due Delinquent t Due Pwmits. Due
Loans Receivable Equip.:
From 1/2 to 3 yeats
. : " ) M L
Cnel. Oviedo Ltda. 112,000 38, GO0 o4, 0U0 ©4, 000 23,000 41,000
Yaguarén Ltda. 70,000 13, 000 57,000 57, 000 57, 000
Del Norte Ltda. 112, 000 15, 000 37, 000 97, 000 82, 000 15, w00
Cnel. Bogadd. Ltda. 112,000 30, 000 82,000 - 82, 000 - »
Pararuar(l Ltda, 196, 400 15, 600 181, 400 181, 400 1ob, 400 15, L0
San Pedro del Yucd M. Ltda. 151, 4U0 -!b, [il+1v} 1 3>, +V0 - 133, 100 -
San Ignacio Ltda. 67,000 18, 000 349,009 - 49, 000 -
Yuty Ltda. 112, 000 17, 000 95, 000 yS, 000 82, 0uo 13,000
La Rousarina Ltda. 151, 400 18, 000 133,400 - 133,400 -
Carmena Ltda. 67,000 18, 000 49, 000 - 19, 000 -
Juan E. O'Leary Ltda. 67,000 18, 000 49, 000 - 49, 000 -
Gral. Artigas Ltda. 105,500 - 105, 590 - 105, £00 -
La Barrercia Ltda. 105, 500 - 105, 500 - 105, 500 -
Ypané Ltda. 10, 045 - 10, 045 - 10, 045 -
Quiindy Ltda. 21,105 - 21,105 - 25,105 -
Sub-Total: 1, 460, 350 228,000 1,232, 35C 494, 400 3, 991, 350 141, 000
l.oans Receivable-Varivus:
From 1 hit. to 3 years
v/ Y,
Itacurubf Ltda. 433,740 - 434,740 413,740 392, 640 41,100
Coumecipar Ltda. 830, 000 315, 000 525, 00 - 525, 060 -
Cnel. Bogadu Ltda. 348,037 140, 087 207, Y50 - 207, 950 -
Carmcfia Ltda. 276,361 185, 027 91, 334 - 91,334 -
San Ignacio Ltda. 965, 380 419, 380 546, 000 - 546, 000 -
Quiindy l.tda. 69, 000 20, 700 48, 300 - an, 360 -
Mburicaé Ltda. 105, 000 44, 454 w0, 54b - 10,546 -
RNeembucd Ltda. 315, €60 126, 660 189, 000 - 189, 000 -
Coé Phajhi Ltda. 175,469 - 175, 469 - 175, 469 -
San Pedro del Ycud Mandyyd Ltda. 348,370 - 348, 370 .- 343, 370 -
Universitaria Ltda. 308, 000 92, 001 275,999 - 275, 999 -
Sub-Total: 3,245,017 1, 343, 309 2,901,708 433,740 2, 860, (LOB 41,100
Loans Réceivable-Agr. Production
6 mornths
Cnel. Bogado Ltda. 1,072,503 886, 093 186, 410 - § i, 410 -



http:41,0010.01

((I

£
1 s 3 - 3
Total
(2 +5) (4¢5) Amoum Bal. not
COOPERATIVE Total Loans Amt. Paid Bal. Due Delinguent Yet Due Pmas. Due
Luans Receivable-Admin.
7 years
ftacurubi Ltda. 240, 000 30, 000 210, 000 - 210, 000 -
Carapesgua Ltda. 240,000 - 240, 000 240, 900 210, 000 50, 000
Cael. Ovicde Ltda. 240, 000 30, 000 219, 000 - 210, 000 -
Yaguarén Ltda. 240, 000 - 240, 000 240, 000 210, 0060 30, 000
Coé PyajhtG Ltda. 240, V00 10, 000 210, 000 - 219, 000 -
Del Norte Ltda. 240, 000 - 240, 000 - 240, 000 -
Cnel. Bogado Ltda. 240, 000 - 240,000 - 240, 000 - »
Paraguarf Ltda. 240, 000 10,105 229, 895 229, 895 210, 000 19,645 =
San Ignacio Ltda. 240, 000 - 240, 000 - 240, VOO -
Yuty Ltda. 240, 000 - 230, 00 - 240, 000 -
La Rosarina Ltda. 240, C00 - 240, uLl - 244, 0u0 -
Carnmicia Ltda. 24u, 0LO - 240, 000 - 240, GO0 -
Juan E. O'Leary Ltda. 240,000 - 240, 000 - 240, 000 -
San Juan Baulista Luda. 240, 000 - 240,000 - 240, 000 -
Ypané Ltda. 102, 480 - 102,480 - 102,480
La Barrerefia Ltda. 102, 480 - 102, 464 - 102,480
Quiindy Ltda. 51, 240 - 51,240 - 51, 240
Mburicad Ltda. 217,000 - 27, 000 - 235,000
Santan{ Ltda. 51, 240 - 51, 240 - 51,240
Gral. Artigas Ltda. 51, 240 240 51, 000 - 51, 000 _—
Sub-. Toial: 3, 745, 680 100, 345 3, 045, 335 709, 895 3, 5¢.5, 440 79, 845
o TOTALS: 10,523,550 2,557,747 7,965,803 1 038,05 3,403,808 2il, 295
uts. made to Bank prior to reflection
in records. 62, 100 {62, 100) (497, 740) (82, 100) (82,100}
Ad!'usted Totals: 10, 523,550 2; 639, 847 7, 883,703 _ 1 140, 295 7, 621, 708 179, 89S

1}/ Paidinto bank prior to date of cutcring records,
2/ Collectcd in January - Therefure, with these payments the del

A. Dclinquency rates cstablished assunung

B. Due to delays in banking systein records

Dclinquency Computations:

A. Total Delinquent Loan Anmount
Total Loans made

B. Total Delinquent Loan Anount
Total of Loans Outstanding

C. Total Payments Due -
Total of Loans Made -

D. Tolal Payments Duc
Total of Lozns Out.tznding

- 1, 140, 295
10, 523, 550

10.8%

1,140,295
7,883,703

[0

13.2%

179, 895
10, 523, 550

1.7%

179, 895
7, 583, 103

PR

2.3%

totid amourt of remaining luan tally Jue

may reflect a delinquency when

therclore, these amounts not in fuct delingaent.
igguency Jates will be evelr

«when: wene payment i delanguent.

Lact, paymuent has ba v nade.

jess thun

the Leluw calualation.

See fb‘alnvls_‘;
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LOAN DELINQUENT REPORT
_ RURAL CREDIT UNIONS
as of Septembar, N?S

——

Delinqu~nt _l/Delinquency

_2/ Deling.

Race pu

Total Loans  Loan Loan rate pfLoans Total
ne of Cooperative Granted Balances Balances Outstanding Lem Cxzo: !
Cuel. Bogado 4/ @15, 343,000 & 17,067,000 d 2,000,000 28,3 13,0
Itacurubf 30, 821,000 9, 103, 000 618,000 6,8 2,0
San Pedro 3,979,000 2,153,000 226,000 10, 5 5,7
Cnel. Oviedo 39, 256, 000 9, 770, 000 2,195,000 22,5 5, 6
Yaguarén 16, 439, 000 6, 564, 000 1, 668,000 25,4 10,1

Paraguar{ 19, 726, 000 5, 605, 000 259,000 4,6 2,4
Coé Pyajhd 5 26,018,000 11,975,000 6, 030,000 50,3 23,2
Carapegud 4 15, 027, 000 6, 747,000 3, 000,.000 44,5 19,9
. Promocién 4/ 38,040,000 10,951,000 8, 000, 000 73,0 21,0
. Del Norte 4/ 9, 506, 000 3, 853,000 1,241,000 32,2 13,0
. San Ignacio 4/ 51,491,000 21,862,000 20, 000, 000 91,5 38, 3
Yuty 11, 183,000 4,207,000 2,429,000 57, 7 21,7
Lo Rosarina 4/ 5,043,000 2, 226,000 1, 800, 000 30, 9 35, 7
. Carmefia 4/ 12, 152, 000 2,936,000 800, 000 27,2 6, 5
. Ypané 4/ 1, 406, 000 539, 000 141,000 26,1 10, 0
 J. E. O'Leary 4/ 12,768,000 4,310,000 2,392, 875 55,5 18, 7
. %an Juwn 8. 959, 000 3, 607,000 2,207,900 61,2 24, 5
. Acrhay | 1, 182,000 721,000 290, 000 40, 2 24, 5
. ia Barrerefia_4/ 2,660,000 966, 000 225,000 23,3 8, 5
. aatanf 3/ I, 236,100 1,137,000 Mot reported - Not z2dox
Aeal. Artigas 4/ 1,453,000 432,000 163, 700 79 11,
.. “uiindy 1,412,000 220,000 30, 000 12,6 2, 1
TOTALS: ¢:316, 101,000 & 115, 814, 000 ¢ 55,..5,575 &/ 48, ) 17,5

This rate iecomes less useful as loans for crop produc
remaining balance due distorts the actual situation.
sj* 22 has only 3 delinquent borrowers and collected all but

i1, 412, 000 made in 75.

! 'The inversc of this rate provides the percentage of 1
The average life of all creodit unions is around 3 yrs.

icade.

* ot used in totals since balances rnot reported.

/ epresents amount reported as delinquen

to B. N. I

tion ave paid off and the

A credit union such as Quiinay

'_," Amount rzported as of Cctol.or, 1975 by the cooperative.

/ 1l ox most all of the loans making

this total are mature loans & ar

de¢linquent duc to non pi vment of a due payment.

@ 20,000 on loans of

oans recuperated out of all loans

t when cooperative submitted loan applicaticn

e not considered

Y



EXHIBIT Z
Page 1

eV e e AntUMETL NS

The below revised assullptions are presented in the same format as
those in the CAP. only thoee assuwpbions which cause a relatively ma Jor-

change in the projections or metiiod used are discussed.

PAET Ao 1 Pribunglel Ul UF ChuDIT UNIUNS

The 74 and 75 flgures are actual figures and very close to the
original figures. towever, vepinning in 1976 the number of credit wfions
added each year & veen reauced so that by 1980 the total projected has
peen reduced from 70 to 5¢. Howeirer, note that the rural credit unicns
have only been reduced from 4 to 38. This reduction in the pace of
opéning new credit unions has scme about in order tc be able to consoli-
date efforts in inproving uality of the Zredit. ¥n.ons and being able to

make sure that they can operate efficiently with less problems.

ParT Ao2 EludaClid uiulil oF Vel bilLHIP

The prolected srowth of credit union membere i3 reduced significantly.
fhis is caused by sever;iL ifacters primerily tne slow g::%“in adding credit
unions and being mere salective in membership.

The important fipure in Lhe projection is tne reduction in the number
af tarriers gqualif tea for ioant. T3:5 also is causrd vy several factors:
(1) slow du:o in pace of openins credit untors, (&) being more selective
in making loans (3) decision to sizple slow down loaning process in order
to conso!idate the credit unions and ChuDICuG?'s position and (4) most

ingortantly the disuyualification of ten credit unions to oorrow until

UL Faue ca.
their Julinguency rates ware accertable and they had‘ show they oo:&

Best Available Document
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XHIBIT _E__
Page 2
mar.age their loaned funds. This reauction in members is reflected in
1975 and is carried throughout the projection. 1t is felt, that in
fact, oix of these credit unions will again becoms eligible to oorrow
funds within one year, two more within two years and two probably never
will be eligible. Thercfore if these members do come back in as
~ contemplated the situation will in fact be ccnsiderably better than pro-
Jected. : .
ﬁ%&%&“&:ﬁz unions :&40 also changed since criginal projections
| contained data on credit unicns that were not members of CltDICUOP which
Ls still reflected in the 1974 figures. In 1975 znd onward these figures
are elininated. Also the projection was changed to increase existing

credit unions membership by 70 per jear and add 100 per year in a new

credit unione

PAKT b. PHRUJECLED LAVINGS

(g.1) ‘the urban credit union menber is now assumed to save $l0 per
year rather than $8. New menbers are gtil) assumed to save $25 his first
year.

(S.Z.b) This item of savings of new borrowing farmer merbers was

dropped trom tne new pre jection since it has proved to be insignificant.

(be2.d) CAP
(Be2.b) avised

The projection was cranged from that presented in the CAP, which was
corplicated and possibly impractical, to the borrowing farmer saving 10%

rpre

of his loan amount thru i and 54 of his loan arount thereafter.



PAKT C. ULobuiiib pun LoNo

EXHIBIT E
Page 3

Bazis for projections has chmtgejlittle in this section except that

the number of

The numer of hectares per farmer oorrower has

norrows alfects the total demand.

oeen decreased a

ssall amount so that by 1720 the nuaker of hectares per borrower is 4.9

rathier than 5.

PART D, FUNUING AN uPeRAT LG 1:1CuE

(U.1.b; This item which stated
needed for repaywent of borrowing or
able for lending the tollowirg year.

assunption and assumed that it wou ld

i ANL sahiwlobos

URBAN CR.LIT UNIONS
that operating profits which were not
were not distributed would be avail=
The new prnjections eliminated this

ce used in tne credit unions for other

purposes until the pmsitions of the credit unions were much improved.

However, this is a general assunjption because Some credit unions are already

in a position %o g9 alung witn the ariginal agswnption.

Nevertnelass it

ig not cousidered 4 swurce of funds in the new project.icns which intensives

the copnzervau.ve aspact
(Yiew.b)
it w98 por year is incorreat..

reuner.

(De3eites 40 OTLAINAL veojections the
Al
separately, however, cons.

{;ne Ues aike
(e eit) AP

(I1ee ca) Ievised

Prie revised projections roflect tais

w24 in%o total interest

ot the pr':',jectinn.
SP ANl oro.ection that dues to credit unions per member

This is a one time payment per new

correction in D.2.Ds
21, loan commission was shown

~ate in'new prajection
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EAHIBIT _E
Page 4

Interest cnarged by credit unions has been increased from 12 percent
plus two percent cormisstiorn to 146 percent plus 2 percent commission.
Not. all credit unions have yet went. to this increased rate, however,
approximately 0% have and it is anticipated that the other 50 percent
will within the next year.

(Veheco) Ca¥

(De3e@.) KRevised

The original projection assumed operatirg costs of 4,000 per year
thru 1980. The revised prajection assumes u,000 per year plus 5%
adiitional cacn year beginning in 1975« This takes inflation into
consideration plus possible expansion.

(Del4ods) CAP

\De3.f.) Revised

The original projection assunsd loss on uncollectable loars at bl J
of the value of loans allowing for a one year la'g.

The new prujections provide for a 3% loss and is taken in the same
year of the loan. This new rate is high, but probably is more closer to
reality since the urban credit uniong loans are consumer type which do
not procuce any revenue.

(Celieeosj UAT

(D.1.de) atevised

Inere was aifficulty in determining basis for original projection
of ittt and srducabtion fees. llowever new projectiorns are $200 per audit
tor 504 of the ceediit unions per year plus $500 cotal educatinn fee each

year.
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Fage 5
\:J-ngolh } Car
(D.3.He) Mevised
vividends to wenvers was changed from 4b during 1973 to 175 and

assumed to be nothing., From 1976 to 178 they were assuzed to be 1%.

N oPeltaTiln calidlol RUBAL ChedoT UNIGNG

f

Fail oo
(sol} Prclit and lost aqain i3 not considered a source of capital
funds in the new projections ac they were in the original projections.
(we2ece) VAT
(Lelecs) Hevised
In the originat projections farmers were assumed to vepay loans in
the calendar year after they were made and the average loan was assurced
to be seven.montha.
I1e new projections assumes farmers will repay loans in the same year
luans were made 3ince tne projecticns are changed from a calendar year to
a fiscal year \7/1 to 6,30) and that the average lcan is for 1l months.
The loan time .3 eytepded %o mare it vetter fit tne yeariy cycle and it
takes the additional tine for crops to oe harvested, marketed and pay-
nent receiveds
'(u.é.e.) LaF
This a¢ umption is eliminated. The loans are no longer perpetual
secause CHaDICUCP has an exemption (rom the stamp taxes of 1 1/2 b on loans.
(itebeba) wA?
(Leb.b.; hevised
Uues are nou < .38 per nemper per year, out ¢Z.38 per new member,

one Lime only.
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Page 6

(zebece) CAP

(Lob.a.) nevised

Interest 2;'countsslon has been revised from g total o 16%
total and is assumsd Lo be all paid in same year borrowed .

(e7ebe) CAP

(£.7.b.) levined

vriginal Frojection was $4,000 a year for operating cost. New
projection is $4,000 per year plus 5% additional each year veginning in
1y75 in order to meot inflation and possible axpansion costs.

(B.T.c.) CAP

(ze?.d.) Hevised

The original projections assuned a 1% had debt loss each yeare The
new projection has taken into consideration what has agtually happened
and revised its projections upward drastically. Tne losses are now

assumed to be s follows:

197 - 15 &
1975 - 5 %
1)1 - bb

1977 & 1978 =3 %
;979 ¥ 1980 -2 #

LG DG s e - rse are extreamly high and to a large extent
are responsible for the aredit unions not reaching a break even point
much quicker than they are pro jected to.

(mo7e0) AP

(b.?oho) i(evlsed

22
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Pare 7

The new projection is that Autit and kduzation charpes or $200
per au.dlt. of 504 of the eredit uni ns plus ¢4 A for .ducation per year.

(be'lede) CAP

(beTecs) Hevised

Tae orir.nal inter-st pa Nt s Lo Lt 1" wepe a3 umed at DA X}
be paid nall in t.r.é jear of the loan una ha.: tae - .ilow.ng years

Tne new projection assuaes 2% plus 1/2 »f ane -eprcent comuission all to
be paid in ine year of Lue luan.

(ee7) CAF

The original projrotions a.oumed pament U AR 1iv- 'end on saving
peginning in 1479, T rew proiections Jo o astune an”’ divident payments,

nowever, is:ie Apadit urions nAY very well ne it Lo RA Ji vidends.

PART 7. FLLLLRG alt o ceAlING Gt e MDD wi zeais s Ch _[ZP

S ———

Tne ~rumLtal §1ove, st s poresentad thre ten.s ani i nad different
assumpbiony, hewever, hen Lee e Wad autl roze “ilm " was the plan
neede Dasicaiiy LK Sap an6 Loat Celd oo Joul: ree ive srccessive
distursements ol Al CLan funids uie to the fu.1 disharser »nt of the

3,000,000,  Line v jg wonid be pagsed by oo e to «DICCOP with no

R TTRE S LT B Rt T -ation, it is btae

agmmiagion . L Ul REPERL
a6 . UEpLiLL . ettt A b onew Do LN
Phap: (e 0 eh o YL e ip bl Lo nmLien Lons of :ourcel

of sapita’ Punan e o foTume s Chat ie agt - .f e .cai tery in “AnIBIT é

ap then bopo teen b W e PrEVLLS ot rmoLae Same Y 1

et o Coloean

Best Available Document
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(Feksco) Interest income on AID deposited .

Funds Qgstéuanued from a deposit period of four months at 6% annual
interest to one month at 8% annual interest. This is due vo credit union
loans being changed from eight to eleven months. The change in interest
rate is an ustimate but probably more nearly correct.

(P.5.5.) This interest expense is assumed to be on borrowing by
ChDICWUP to meet loan demand in 1980 over and above funds available
from the AID lnan and other available funds.

(Fojec.) CAP

(F.5.b.) Hevised

The original projection assumed a loss on delinquent loans of 1/2
of one percent. The new projection to oe conservative is one percent.

(F.5.a.) CAP

(Fohede) Hevisea

The cost of operstins, personnel and other, was increased 10%

e joar ove toe crigl 1 oenr S privide T inflasior  possibly

e canang G, eyl e R B 5o snnae

Best Available Document
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FINANCIAL PROJECTIONS ]REVISED!CREDICOOP & M
N EQUIVALENT U. 8. LOLLARS

PART A- MEMBERSHIP

A e e e

EMBER CREJIT UNIONS: 1974-1980

FISC2L YEARS RUN FRCM 1 July to 31 June

Exhibit E Page9

74 75 76 17 78 79 80
1. Numbers of Credit Unions & Precoops 30 37 38 42 46 51 56
a. Rural 18 24 24 27 30 34 38
$. Urban 12 13 14 15 16 17 18
2. Credit Unions Members
a. Rural _ 5, 543 6,725 8, 250 10, 500 13,090 15, 920 13, 060
(1) Fakésy Members 3,033 4,125 s, 550 7, 530 9, 520 12, 320 15, 100
(l.a.) " " qualified {/loans 3, 000 2,000 2,000 3,050 4,500 6, 300 9, 000
(2) Non farmers 2,510 2, 600 2,700 2,970 3,270 3,400 3, 360
b. Urban Credit Union-Mecmbers 6, 800 4,600 %/ 5,600 6, 680 7, 830C 9, 050 10, 340
c. Total {a ¢ b): 12,343 11,3258 13, 850 17,180 20, 920 24,970 29, 400
EART B - PROJECTION OF SAVINGS
1. Annual Savings of Members of UdmaCU's _
a. Existing members $ 10 per yr. p/marh 44000 46,000 ¥/ 46, 000 56, 000 ve, 00 78, 300 n, 00
b. New members (first yr. 1X$25 p/ marh. 45,00 - Q) 25,000 27,000 28,750 30, 500 42, 250
c. Total (a+b 3 c) &, 000 46, 000 71, 000 83, 000 95, 550 108, 500 122, 360
2. Arnual Savings of members of Ruxal CU's
a. non Farmcr members
{1) existing members $ 8 p/yr. 19, 728 20,080 20, 800 21, 600 23,769 2(, 160 Zo, 50U
(2) New members $ 25 p/yr. (1st. yr. ) 1,100 2,250 2,500 6,750 7,500 §,250 2, GoU
{3) Total (1)t (2) = (3) 20, 628 22,330 23, 3C0 28, 350 31, 260 34,410 37, Bul
ff INCLUDES ONLY MEMBERS OF CREDIT UNIONS WHO ARE MEMBERS OF CREDICOOP-73, T4 FIGU ks INCI UDY “iont saFs:e TR AT

Q). ADJUSTMENT FOR ELIMINATION OF NON MEMBER CREDIT UNIGN S.
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Eshibit £ Page 20

" FINANCLAL PROJECTIONS gm-:vxsz:nlcasmcoop & MEMBER CREDIT UNIONS: 1974-1980 '
(IN EQUIVALENT U, S. DOLLARS)

(Loans to farmers) Cld.

b. Borrowing Farmers
10% of loans through 1977
5% of ioans thereafter)

c. Total Rural CU's

Cumulative Savings

a. Urban CU's

b. Rural Ci's
(1) non farmer members
(2) Borrowing Farmer Members
(3) Total

c. Total (a +b+c)

PART C-DEMAND FOR LOANS

A e e e e s

1.

Farmer Demand{Rural)

a. Hectares p/farmer Borrower
b. Loan Demand p/Hect.

c. NAof Farmer Borrowers

d. Farmer Demand(axbxc rounded)
e. Loan R epayments

8/ Includes only members of Credit Unions who are

rn emcanbhaw Aata .

S
™

also members of Credicoop. 74 figure includes

74 75 76 71 78 79 %
1377000 600000 1000000 1730000 2875000 4540000 7060000
137700 60000 100000 173000 143750 227000 353009
158528 82330 123300 201350 175010 261410 390800
1974 & prior yrs. '
505000 500000 ¢/ 571000 654000 749550 858350 980650
133328 155658 178958 207308 238568 272978 3.0778
241706 311706 411706 584706 728456 955456 1308456
1375034 467364 590664 792014 967024 1228434 1619234
860034 1997364 1191664 1476014 1746574 2116784 2629884
3.5 3.8 3.8 4.1 4.4 4.7 4.9
125 131 131 138 145 152 160
3,150 2, 000 2, 000 3,050 4, 500 6, 300 9,000
1377000 600000 1000000 1730000 2875000 454000 7060000
228002 895313 800000 1181687 1830000 2875000 4540000



74 75 e 5

2. Non-Farmer Loan Demand

a. @Gumulativa Saviags (B.3.b.1) 133328, 155658 1o - .o
b. Demand: (150% Line ci. 3) 199992 100000 20T Lruses
c. Repayments (1) Loans made same
year (. 36) 71997 36000 L R
(2) Loans made previous yr. {(.57)* 64125 113995 Sl Te e
(3) Loans made 2 yrs.prior (.07)* 3500 7875 Y 3uyy ti
(4) Total : 139622 157870 1T
d. Available Savings (B. 2. a. i) 20828 22330 .
e. Total Supply (2.c4 + d) 160450 180200 S
3. Urban Demand
a. Cumulative Savings 505000 500000 37
b. Demand (150% c.3.a. ) 757500 750000 .
c. Repayments
1. Loans made same yr. (. 36) 280275 270000 N
2. Loans made previous yT. (.57) * 342000 431775
3. Loans made 2 yrs.prior{. o7)* 35000 42000 v
4, Total 657275 743775 T
d. Available Savings (B. 1. c.) 85000 406000
e. Total Supply (c + d). 742275 789775 B

Best Available Documen:



74 75 76 17 78 79 80
Supply and Demand of Funds
a. Loan Demand (3b) 757500 750000 856500 981000 1124325 1287525 1470975
b. Supply of Funds 742275 789775 859865 970865 1194432 1281844 1464443
c. (Borrowing) or Scviugs ( 15225} 39775 3365 { 4135) (4893) { 5681) (6532)
Cperuating Revenuces c.
Intercst 18% on repayiaents line 3.6.4. 15150

a. 1974-75 2% of demand + 12% 78873 89253 141996 160896 184299 211148 241586
b. New member joining Fee $ 2.38 4284 - 2380 2570 2737 2904 3070

Total 98307 89253 144376 163466 187036 214052 244656
Cperating Expenses
a. Due per member . 32 2176 1472 1792 2138 2506 2896 3349
b. 1/2 of 1% of Savings 75 onward-Euae T - 2500 2855 3270 3748 4292 4903
+. Total Crediccop Dues 2176 3972 4647 5408 6254 7188 8212
d. Audit & Educ. Exps. p= 228 1800 1900 2000 2100 2200 2300 .
e. Operating cost 5 1000{F5% thereafter 48000 51600 617°0 69458 71792 86787 96486
f. Loss on Dclinquent Loans 3% 27725 22500 25695 29430 33730 38626 54129
g- Intereston Borrowed Funds 15% 2284 - - 620 734 852 980
h. Intcrest & or Dividcnds to Members - - 22840 26160 31582 34334 39226

3% 7€-80af line C.3.a.

Total 75413 86844 121469 1354184 158446 177175 139545

Operating Profit or Loss 22494 2409 22907 24982 28590 36877 45111

PART D - FU

NDIKG AND OPERATING INCOME AND EXFENSES

URBAN CREDIT UNIONS

Exhibit £ Page &2

Prolit is assumud saved in Credicoop
to meet capitulation rcquirements
and maintained in checking

accounts. (i.e. these funds do

not produce extra income for the

C. Unions).

B
oo
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*
7. Operating Expeases
s Capitalization Du.s - 1./2% one percent of
saviags -
b. credicoop Dues .33 pir weaber 17473
Co Cocst 3 1,000 + 5% per yS. per | 720400

d. Loss on deliquent lcans
15% 193k, 1975 56 7-bs  7-78=3% 75-30=0% 236519
-L

e, Intorest o ol & Uscailuvs iLine & © pR LTINS
£. .:'.fdi‘. & Sduection § Z0O0 eer audit 1,/2 of o0

SUs valance = fsucailaon 76 owwazxd jr =5 -E:’-a
§e total L 0y48

8. Ugcrating Result: Profit or Loss

9, vividends - ier.e -

Tha credit unions cay huweser [AY interest to attract cavings at les

-

23¢37
21452
108400

350,00
Zinakh
15400
24005503

(20151450) (140104%3)

»

2953
26440
14058440

507437
711

25400
2.£18411

(721301)

zhivit _E

n

39¢60
33460
14250410

612429
1--;610(75

30,400
3,576¢33

(528¢69)

Pl F - FUUDING AKD UpHoATING INCOME AHD EXPENSES: CREDICOOP

1. Ccurces of Capital Funds
a. Sapitalizaticn and other dues

t1) Yrbun CU‘s 21476
(2) Rural 17473
{3) Total 39449
v, savings of Crodit Uaions 21425
(1) Urban 2,54 of savings e of loans 7461
{2) Rural 2.5% of Savings increase 39463
(3) dural 55 of loaas 1,50
(4) Total 69:99
c. 3orroving of CR:DICOOP -

39472
44,89
8L 461

11,50
20:58
40¢00
72498
15839

L6447
55593
102340

17¢75
30,83
250¢00
258458
1459902

8,017 06

v}

L8
e
14458260

969,86
2¢5H9 8
3¢90
54103517

(30hs4h)

s goat than other borrower fundse.

62¢5H
90423
152477
23489
2645
W3¢
yat-lyed
788,84

13,433439

o
24036,€0

150523
552240

45,00
94651¢58
1,063

141 (9%



2 o i)
2+ Uses of Funds
ae Locns to Rural CU's 530,50 300,00 53,0024
b. Depcsits in barks & other misc. uses 141,30 27338 21338
3, Cumilative
a. A1l ducs 59449 14i1410 2L6450
D. Savings of all CU's 151481 253489 552447
c. Borrowing of Credicoop 15339  4¢61h¢hl
d. Resarves grant fully invested 750,00 700,00
e. Availuble for loans to rural Cu's 2t1.30 1,113438 64115438
f. Luaos to Rural CU's 1C 00 gU0.,00  5,900y00
4. Operating Acvenues
a. anncil Ducs F.l.2.3. 35,49 84y61 102,40
b Progras Revcaues (Audit & Education)
21; Urbeu CU'c 2.2 18,00 1500
2) Rural CU's 5¢C 15,06 __ 25,00
(3) Tetad 7:28 33400 54,00
c. Interest & Commissicn Iacome from Rural CU's - 706500 437450
d. Intecest on Deporited AID funds 1/12 cf yre
1 yr. lag. - - -
e. Tctal Opcrating Revcuues (arb3+c) 46,77 1874€1 £83;50
5« Opcraticg Cest
a. Interest ccst AID fuads - 15t 91y40
b. Intercot cn other funds &% X 1/12 - - .-
c. Lees cn Delinguent kozas <01 - B;00 20400
d. Perccnncl and Specind Tducation
15.600 75 - 76 1012425 1:420400  Ly54700
e. Total 1,012425 1h25s5k 14083430
6. OJperating Results (565,48)  (14241493) (1,105400)
¢ Includes 73 ee Cost of BHF funds 75 only.

Exhibit E
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£,E50,00
213438

373478
11053!13
121631‘“7
70000
1“1?63u33
144530400

(0:8439)

28

14,375,00
213438

—~

526455
1846457
700400
Z9gL35 430
e8¢925,00

15277

1257482
5802
1,52h;61

(3467
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143475
1,‘690{37
2410279
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730479
54677436
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7G000
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REPORT ON 1HE SURVEY AiD EVALUATICY OF CREDIT GOOPERATIVES

IN PARAGUAY

I Daclkgrownd

1.1. Credit cooperatives in Paraguey were develoyped undor the CUNA/AID
program in Latin America, starting in 1970 with a full tire adviscr attached
to USAID/Paragucy.

1.2. As of Decerver 3lst, 1975, 37% credit cooperatives had been
organized and chartored; with e total membership of 12,057, end.?s. 123,222,000
($977,000) total savings. (%Cne credit cooperative withdrew from the program
in 1975.)

1.3. Besides the promotion and organization of credit cooperatives,

a central or federation sccond level institution wes formed by the credit co-
cezmacras TO Trovide Finomuinl epd Lechnieel Asaixhanan So the affiliatad
unions. It is similar in nature, scope, wad cbjsetives e +he oredit union
lcagues in the United Sﬁates, but for legal rcasons it is chartered as 2
"eentral” and not as a federation or leaguz.

1.4. ‘'he centrul took-over the functions of the CU'A/AID office in
1973, assuminz the restorsibilities ofthoe-luvbew., under the neme of CREDICOOD.

1.5. Operotiona. budgets of ‘he central. end credit unicns have peen

Pyl e

subsidized by USATD, with o total irput of $7_Q_l_9_;3 swese tneir inception until
Decémber 197  The current buiget is $255,000.
LJ:-—“‘”
1.6. The ProAr wder consideration by USAID/I"..ra.;uay w34 provide a
grant to c,o;r;r budgesary experses wntil ¥FY 1977, ot least et the present level,

which is $301,000. 2% these figures include SUHA/AID contract.
b

W\
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1I. Loan Agreemdut

2.1, On June 30, 1975, & 10an agreement was signed between USAID and
the GOP to provide ¢b 7 millions for seed capital to UNIPACO and CREDICOOP;

.uv."

the latter would use $3,000,000 for 40 years."é."é‘ 2 percent for 10 years a.ndaf"
3 percent for 20 yeoxs.

2,2, 'The loan vas processed as & package, with UNIPACO es the second
party with intermingling conditions that linked to somne cxtent the operations
of CREDICOOP to the operetions of UMTPACO.

2.3. Later evaluations demonstrated that UNIPACO was not 86 efficient
and. viable as it had been reported, casting serious doubts as to its capacity
and responsibility as well as its role in the marketing picture of the loan
anens ' wroduetion.

o4, The loan venv tnrougn e wual mobions ia She Vapaguayren Guppress
that 1must ratily the GOP guxrentee. There it attracted hezvy tire from ¢different
«ngles bhecause it would be the first loen to & private cector componeut to be
guarcateed by the Government. That was the gituation 't‘;; late Noverker, wnen
it was ‘withdravm froam further discussion at the reguest of USAID/Perague.y.

2.5, This action caused a fury and up to certain point. embarrased
those wno lad been fighting for jts epprovel. CRYDICOOP leasders werse anncyed
and frustrated by \Wwﬁéereg “wilaterel decision.b';‘ .;,*.1544"*?,":«"" M
TIT. Stwiy Team

3.1. The stuly team consisted cf M. Jose Avroyo-Riestre, expert cn
cooperative financ ing and naanagement on leave from 1LO; Mr. Ralph Miller,
privute eonuoltant on asriculiurel ovredit and rurel deyeloprent; and

1o Rouerl Allul, financial annlyat, !‘.1’?,".~.':zs!~.ingtcn.

¥3
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3.2, Mr. Arroyo-Riestra arrived to Asuncion on pecember lst., virtie
Mr. Miller arrived on the 29th, and Mr. Allen on the 30th. . Arroyo-Riestre
and Mr. Miller widd depa:t“on January 9, 1976, yhile Mr. Allen will depart on
Jonuary 15, 1976.
Iv. Purpose and Scope of Work
4.1. The principal purpose of the study is to review the progress of
the.AID/CREDICOOP project o date and to assess the project's prospects in
order to make recomnendations regerding its continuation and for rengructuring.
4.2. Among other things, the team revicwed the following:
(a) Loan procedures
(v) -Credit objectives and policies
(c) Interest rates

anmde

a) Ikwn :c;;;;ti::: aciieirn wnl Aeld punened FERISE

(e) Accounting prectices, boon a2t the centrel and affiliated
cooperavives

(£) Internal avdit ard control proceduras end practices

(g) Budges and. casb flow

(h) staifing and personnel regulatices at CREDICCOP and affi-
1jated cooperaiives

(1) Loan portfolio

(3) Physicol sonilities and otier S gtanderd indicators arplied
to evaluate a rurel credit cooperative

(k) Loan regulations, reporting procedures from field staff to

men&gers, committees, and board of directors

Dest Availabhle Document
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4,3, Analynln of lonz-run profitabl ity and net worth. This included
wnong other things:

(a) Current assets

(b) Current liabilities

(¢c) Het worth

(a) sources of Tunds

(e) Uzes of fuads

(f) Income

(g) Fopenses

(h) IMNet ewnings

(Q LenLzrsiip dividends

(3) Cost-banefit wnnlysls

(4} fwiwievions wrlerly Ling Tinancial roicelivis jeeluding et
when ceredit wnions end CRLOICCOY could becole & sell-cufficien
{finenciedly
V. Helnoiosow

5.1, Meebings with COIDYCOO? steif, USAADy Ieeronany Director end ofitivli:

R e * " . ‘Y -y e g J “e
sonanened with ruras cavaronmant tnd coorer iwas.

5.2, Trberrd en wiih ~EhTCCoP steld to diseuss their jeb deseripiicn
dubiee wmd sesponsiniliivira. inose were lovg ipbanvices Sn order Lo esesIS

Lheir abilities to understand their cssig wod Lz and thelr awledge of
thedir specific arens of WO,
2T

5.3. leelings with she Staniing Commitiee of CRESLTATP snd freguent

Atseussions with the momajer onad CUIA/AID ndvicors abcaxd,

Best Available Document
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5.k, Visits to the field and meetings with managzers and field assistants,
members , board of directors and other committees.
5.5 The following affiliated cooperatives were visiteil:
(a) Coronel Bogado
(b) Roseiia
(e) Pnraéuari
() Yaguaron
(e) Coronel Oviedo
(£) Santeni
5.6. Two exercises were undertaken with all the staff and officials of
CREDICCOP end advisors with Mr. Arroyo-Riestre acting as moderator. Forty-two
indicators were given and applied to gwenty-four rural credit cooperatives
during vhe Tirst cxcrcapy; “he sceond one gconosInen Int aspacisy of Lun Tleld
units to absorb and utilize inputs of financial assistance with minimua gdditionzl
training equipment and persdnnel.
(a) The 24 units were divided in three categories and given
A - B - C categories according teo the priorisy thet the grow falt they descr
wpplying the indicaters previously w rked out.
(b) Eleven were grovped under priority A with a capacity to wic
5. 100,000,000 (4759,000) for production and 4s. 67,0C0,000 for eguipment and
wechinery; cesegory B included eleven uaits trat could use ds. 45,000,000
(5357 ,000) for production and ¢s. &,000,000 ($63,492) for equipment ard fsam
machinery; and finally category C - that some time later can use ¢s. 15,620 ,CCY
($12.9,000) for producticn and ds. 8,000,000 (453,h22) for machinery. The totol

- o . o, - o wons Y o - 2 - s Iy
pends Tor Lue 1970 Llanbirg, Suasdi, aceording o «uiz groorficial estimete, o=

b o
oo aaal

1Y
h‘.\' LT o BT - - . - ~ 11y e
rouch fls. 100,50C,000 (+1,275,%99) for produstion end £i3. 105,500,000 (§ehi,aT8s

for light uquipment avd gprn machinery. (41 = ds. 126) . uITIR “E"
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vi. Pindings and Obgervations

6.1. CREDICOOP leadership was struck and its morale heavily damaged
4ith the withdraw wal ot the loen ratification from GOP. For all of them the
loan is dead, no matter how much erphesis was given to the presence of the
teem as the best evidence of USAID interest in it.

6.2. Prodlems affecting the central now are only an extension of the
problems affecting the affiliated cooperatives. Since the central is & compendiwp
of all the componcnss, or 2 netural outgrowth of its parts, the basd cooperatives,
therefore, vhstever problens hit the bases send problem-aves to the central.

It & '/éfl’c:al »pther anort life hes not given tiwe to build up shock aobsorovers
to insulate it froa thie negative effects of this closed relationship. So to
apniyze i%t prahieTs i+ 45 dvmerstive to annirze Eh2 originel source of Liren,

6.3. Aftilistec aceperatives are comlntfuJ rulonoinous in Laeir
oneratiors and dec. tgions; their legal binding to the central comes from the
latter 's by-lawe ad {won 2y cortractuel cleus? arising froa business reletionshiz”

6. s41iesel cooperatives are complotely free Lo carry on their
operations as they dscn best, provided they are not vioiating the central's 9y-
liws or Some concrzct. Thus, the leverage thie central mey neve to guide theix
Gocisgions ic limite ¢4, Gzoending mostly cn the gocd will gnd loyalty of the
lcecal leadership towerd the centrala- ! ¢’ o

6.5, To wuild up the loyelty from the affilintes to the centrel, there
i3 only one effeci.ve way: intensive education at zll levels, concentrating in

the ureas of typical wuakness of this type of institution.
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6.6. Education and troaining in the pasl years focuscd or only the busic.
for a community gavings and mutual help institution, elementary Bookkeeping,
human relations, reporting anid cooperative legislation, ond government veupalatd L.

6.7. lanagcment as such, budgeting, cash: £low, inctitutional weporbing
to the decision nuking level, planning in i3 fullest meaning, finencial accovitl.
legal aspects of the entcrprise, axd many other elements for & rational adain-
igtration of & cooperative a.re hzlv‘ins in their educational experience. eyne
viuey have been postponed until the people graduated from the mers doctrinsire
and pbylosophic.e.l aspectc of coorperatives, but it is evident theat {the afore-
mentioned clements axre not present in the thinking and docing of the cooprrasiven
leadership.

6.8. The poor cxperience of the affiliated cooperatives in hanéling

.
spm3s fo inddc

Lol
dnd b s W

productive copmat tn ST wmrioue phed : ko that thry wars
extremely iguorsnt o2 the businecs side of cooperatives or naive reperdiny N2
behevior of small fawmers wien left to %heir wishes and whims after thel sed
all the inputs for producticn. In various jnterviews in the field end ITroll
reports from different sources, wanzgers and board members expressed Lhadn
aigcomfort &nd {russration because joan users did not come up to pry on Tl
without any Jolila-uD vrodging, O formal request frox the credit CouS YTl
‘fhey accep’ the bleas end feel ashamed of being SO optiriistic, not only in

roprcd to the crod regulis, but alsd in the recpense cf the fellow memnars

tovard their om tpstituvion.

est Available Document
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6.9. The staffing of she affiliated cooperatives, although lacking in-
depth experience in manegement and other entrepreneurial gkills, is adequate
to starv handling funds from sub-loans, grovided tney all receive intensive and
up-to-the-point treining previous to any disbursement of funds from the lc2a.

6.10. Nevertheless, internal sontrols are quite lax. Of the 2l erfiliated
cooperatives, only six have a full time accountant or bookkeeper aboard. It
means that 1ri 17 of them the manager 1is doing all azcounting, including financisl
statements, at the end of the business crcle. This gituation is accepted by the
central althouvzgh it is completely avare of the risks involved because the low
volume of operations and low gross income ig not .enouzh to cover additional
expenscs. Nevertheless, this arrengement cennot te accepted efter they stert
SR . R s e LT

usstigg Sub=icaus Junds. ot

- o o S

6.il. Aren managers ComS from the wanii and file of locel membershis,
thus providing to the wemvers & touch of confidence in the men to £i11 their
expecl.ations of honesty end integrity, whatever that means to them. So, in
many instances, they pref'er thelr peer jinstesi of sbme outsider with @ oetuar

ergpicusay,  Therc 35 pot a chanece for the time being for the ceniral to g2v

- et -

somebndy fired ov “O ipfiuence coenly and directly in the selection of the gooll

6.12. An assessrent using 43 basic indicators performed hy the Lechaicnld
staff of the centrel, the. two CUNA edvisors, gnd team marber Mr. Arroyo-Riestya,
gave the follcving picture, & sort of X-Ray diagnosis of the credit unions

aituation.

9
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(a) They all follow the standard accounting gystem recomnend il
by CREDICOOP; 88 percent or 2. of the total prepare the ‘qr:\.al baluance or &
wonthly report within 10 deys after the end of the month; the totel ol use
receipts and passbooks in an orderly mann ‘ "“
1 (b) Using & 10 percent\ra.tio as an acceptable one, 11 or 4d pevic
of the total vere below that level; 41 percent or 10 of the total were above;
with 10 around the average und three hed no delinqucncy tecause Luey wWars Jus®
gtarting business. Under the seme theme, 23 of thkem hed some delinquency Iolict
up procedurc, but only 66 percent or 16 of the totel were getting some rasulis.
(c) 1In relation to their out.;te.nd:x"' debts with the centrzl,

10 or 43 percent hed no Gebts from any source with CPEDICCOP; five were in
84 .

. A H . I ' ~tias oo ’ > - = s
pmponme AN Gneln sivee Deremne, sharas BES A00H SGSUD SN2 Soun nad losng BN

i

shores pending payente.

(@) Menegers - of the 24, only seven or 29 percent were pSri Tio..
4& hed enployicent contrac’;s eg prescribed by local lebor lews; 17 were makiry
less then $110.02 monss Ly seven vere caraing between 3110.00 ard $140.003 R

only twwo were moking oved 3u-0.C0 montily. 1T was aonsidersd tiat 91l el

in {uWl charge'of oparaiions, hed JjooO jescriptions and clepy crorking howrs ..
schedules.

(e) Internel controls of funds: the mancgers Leep the cisch
boolk: all the tiue ‘ax:d also receive the banks monthly statemenis or ary oti:o
"document releted to the pank account; in 15 ccoperaiives +h1e manoger Was Ll
only ocerson making deposits +o the bank while three used messenzelrs, and in
gix it was either Lhe mentoor Or & mesRenger. mselve or 5O percent oXf The Taids
deposii daily end 12 deposit evaery two dwyZ. wome of the 28 hag w salws, "o

or vault to keep furds or other voimble docunents; 16 keep the monies b BRCE
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the premises until next deposit and six teke the monies out of thes premises
under the custody of the manager. A petty cash system is used by 23 of theu
and the manager 43 responsible for it.

7 (2) Morketing: ncme of the 2l is reported as heying enousn Hut-
capital to toke full charge of narketing the preduction of their members; Rk
access oY pogsess their own warchousing facilities; they also claim to huvre
personne]. +ho cen handle the maxkciing cperations, they all have access o
transportation equipment and all sort of containers and bags for tileir neels.
yhe 24 have accepted & racketing scneme througn CREDICCOT.

(g) Toen procedwres and policies: &lllah nave clear load T2t
lations quite similar to those of CREDICOOZ; 20 or 83 sercert soply thesn
peinanoienss in .j_j.,{.._oa.‘ #aam the creldds committee have Deomsd ineatingl ‘;;-.:',;,; .
Joan applications thrcugh & stendard preceaure end xeep minutes ol the =it

(n) lozn erd rick protection: none of the rurel acoperative: i
covered witn the standzrd CUTA mutusl loan ppd shares insurance, plthoush .
contral is rec;.iy' to provide zhat service.

(1) Fremises und squiprent: &1l ol have o private place Lo u o

Lheir trapsactiors elthouch 18 of +tlien aore coasidered inedequate Iron thne 2l
angle. Three own the buiiiing and land; axl otyers pey rent. Sixbeen 070
bagic equipment to vretect, to sume extent , dncuzents and Lo periorn taell

operations with bure comiort. Souwe of that equirment has teea pauid witl . -

from the central.
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(3) Humen regourcea: twenty or 81 percent have in their own group

pecple that can replace the manager in case they have to, four do not have anyboldy

that can do ’a. gimilar Job.

‘ (k) Budget and cash flow: seventeen prepare an annual budget; it
ig & legal requisite that the General Meating approve & budget, although in most
cases members nave no idea of what they are discussing and approving. None of th
ol ever prepares or uses & cash flow.

6.13. Credit objectives and policies - The whole credit objectives, policies,
procedures, requisits, colateral, guarantees, terms and jnterest rates were discussed
in-depth, starting from the wetual docurents in use as of now.

(a) A new set of guidelines, covering all the ai‘o:;ementiome(t iteus

v..3 Beon propered MY Mw, Dover A FATT) advisor, Tu uns paviewed LUy dMe. SXTEC

.
280 Vet [P o se wAmm -

Kiestra and the 4+uo CUA advizors. A Pinal dreft is reedy for submisalion to the

general nanager and the standing comnittee of the boerd. =~ iidiIs hn

(v) ‘Tee teem's specific recommendations in this area were secentald
and incorporated in the guidelines thas now reflect the unanimous thinking cf =i2
team apd CUNA edvioers. Copies of the docunent in Spznish ore attached hexrswiil.

(¢) Interect rotes pow in force, nine gercent on wnpeid balanoes

i3
(&)
3
o

o+
'. '
<
©
[
™
i3
b)

for production ioeng irom the centrzl to the 1022l coow nd 12 percznt ZuiZ

e loeal to its menbers ir considered peclintic, in cooordance with the movhes.
for those seme DULECRCS. “1ese robios ol COVEE shminirzeoative conts. grov.izi TLi

volurte of operaiions rener-ted bY the suvo-loans waachos the bresk evel point in

the first two yuars.

Best Available Document
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(@) Icens for other purposes than production, thab ia, consuner's
loans, should pay 2 higher intcereet rate. Credit unions chaxge 18 perceat that
can he increased Lo ol percent per ennud to members: the ccntrdJ.should charge ne
less than 15 percent per eunuml to the affiliates, if they heve enough liquidity
to upply funds for consumers' neecds.

6.1+, The loan colloction policy, both at the central and local units,

has been weak and not clear for all concerned, Now thae picture has changed lor
goo

(a) The ceriral hag contracted the services of legal advisors to
hoifile all aspees of posth o Gl ~or the affilistes and tha centenl.

(b) A cempnlin ig wleeway to bolsber collections. Writtex

jpetrnesions hove basy eivesiadad oo manerers ~nd dlrectors with cpoelillie

slanall W
and (etal led ansurvarions o Of wrn w0 QU WU ue Refie atsitis o LILLE disd
the rate of deliaqueuey .
(¢) Lezal aotion hae brought & higl responsed in one instance

40 yercent of those members in arrenrs with the credit wnicn pald the rirst letszz
of the atturney. If they do not answolr the cttornsy's eopeal, their cases wre
takzn to the covrt which in most instinces deéiﬂes without 3 preliminaxy avdiance
Af:c» that, it .is 2 quasticn of cetiirg o pergitle asoeu iﬁ.property of the der*
to forclosure and sé 14 w0 cever L debt.

6.15. Accounting sostem ang.Toacticas - ine syotom Sn the centrel nrovid
basie information, but it ~=n be jivoved so as Lo provide 2 daily bolonce sheat,

if nceded, and ially infec. ~vion to the manidser in repied to the ersh aveilabiliny,

. ast Available Documenr:
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loans due on that date and anv other financial informotion to help the managerent
in the dqy-to—dﬁy decision making task.

6.16. Auditing services to cefiliated cooperatives - Fourteen of 2k h‘wg
signed contracts to provide auditing services LY professionel auditors. During
1975, nine audits were performed. An analysis of the audit reports evidenced
' that the job done ig highly professional and éqvers not only the accounting field
but.also the Loard of directors, manager, credit commnittees - performances, internal
organization ond businecss preactices. Compared with similar audits in other
countries for similar activities, these are far superior. The reports provide
first cless information 2or follow up, sunervisgion, planning of +raining and
educational cetivities, and tirmely detection of tfouhlcs.

5.17. comperstion wiia $UF cumipzian = Litervaess with Lhe Minadte? oF
Agriculture, the Direclor of the Eysension Service and President of Develcoment
Bonk dispelled any doubt sbout their wnconditional support 0 CXEDICCOF.

(a) The iiinister of Azriculture, a staunch supporter at the
hishest level of the loan cgreement velieves that if the ozn for CREDICCT?
only is senbd pgain for ra i#icetion, he can pilot it =g2in if got on time for
the next planting cseascn shat will stert by nid year. Ea promised to appoint
the replacement of the technician pttached to CRESICOO? who passed avay 25T
month. Tat technician is peid by the Ministry of bgriculiure, but attached
rull time to CRFEDICOOP.

(b) The swne comnitment was gronted by the 5F and Cooperative
pPureau in regexd to their resgective techniciaus dépluyed permanently to the

central.

Best Available Document
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will be signed in the next few

gupoort in the agronomic

(¢) M agreement weeks whereas the

Extension gervice will coordinate and provide field

o users of cooperative credit.

agpects U
Staffing Pattern -

€.18, Credit Cooperatives This 4res %as thoroughly

ir actual gtaffing and organization is

roviewed by Mr. Arroyo-Riestre and the

acceptable for the prese
(a) The professional

nt needs. See paxrt VII.
gtaff is academically qualifi
rg are enrolled or aearly

ed, with wost

ed higher education; the othe

of them having complet

finishing their carecrs.

(b)  There eyists a clear procedy eveluete,

wre to select, place,

uud promote personnel. Dossiers are up-to—date.
() Oogomiostd anel chartg o orgunigrens provide for a streng
hignhly centralized Lan~genen’v. That is the way it should be in & small unit
1ike this one, providirg close supervision to cll activities from the menegar's

office.
(a) After tlie financial cotivities take off substantially, €02

adjustments are mandatory o place tne Lest peorle in sctivities ralated

airectly to the loan department and intern2l controls.
(e) The 2bsence of credit-trained personnel 1s anderstandatle

redit unions promotion emvhasized mutual or self-help jnstitutions

gince ¢
own in the country. Tke

attitudes; besides, personal credit weas aliost unkn

{cultural credit for smali formeyr

s or producers is a Gevelopuent of the

agY

57
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last few years. BEven the cooperative tradition, 8O well developed in Argentin&
apd Southern Brazil, is almost alien in Paraguay.

6.19. Growth and development - There is not a definite plan with an
approach for horizontald. and vertical growth. CUNA advisors are working in a
plan for promotion and organization of regional cooperatives. New developuents
are limited to & fow cases vhere cducation .and promotion wvere alreudy f£inished
and the groups were ready to request ite legal chﬁrter from authorities.

(a) Reasons given for halting the promotion of new groups ere
mainly for the weent need to consolidate and raise the quelity of wnat they have.

(v) The reglonal concedt is a feasonable one, if the gociologic2l
pattern of the arca supports it. Otherwise it cen be beautirful cn the PAREY,
et ih couun dereloy into @ Yip £LoD.

(c) The promobion anl incorporation to the system cf new co-~
operatives and a steedy flov of new members 1is vital to the outcone of the lo2n
purpose. So, it is of utmost importance that tue working plan in.debtaids
to accorolish the gozls set an should be reedy to be implemenﬁed by mid yesr.

6.20, “erkebing tharoush cpeprccor  The centrel hondled some of the
production of the cocperative merbers in 2975 acting as 20 azent oOr broror.
ith only one nerson in charge of that opercticn they man2g2d to merket

74ly tons of covton, nine tons of tobacco, &83 tons cf rice end 36 tons of
soy beens. I stions Lor 1976 horvest are &= Tollows: coctten 3,600 tons.,

soy beens 2,000 tons, viea 2,000 tons, and tobacco 30C tons. Another orficial
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joined the gtaff on Janwary 7th to increase that activity. 1t i3 important to
point out thut, glthourh there is alweys & great risk in vicw of the charzes
in prices, in‘vereu‘;; ond handling costs, the possession. of the phynical cowodlty
ufter the horvest 18 the vest guorcntee of repuyment ofA production loons. P.\;t
1{ also meand that local wnits gtalf must be troined jntensively in all the

phases: of werchousingy convrols, weighting ond measwring, clagsification and

nll details jnvolved in & marketing scheme. _,____1___{,_‘:_‘1

6.21. Marketing outlets - comnodities like sugar, tobacco, cotton, and
rice have establisncd K% ot ing chennels {thet follov ¢reditional ways of £ixdr3
prices and. controlilind weciuction in the crees where ghey have been esteblished
for many Joeryte The wo £lSO MM of local wsente who are gdvanced sone fands

und who wvroviae LppnapC: 2RLOM ] Ln some insvonces inbterin wexehousing. With

2 ade Yetied -t T A T O ead d. oo 2 A - I LI WS e deV o
R INdeth X RICI IR certe B A (RVIRRUL LI, A T I 4 i IR X RN LR
b

cONDPYATIVER Lo vy %O wanlace L onlyr o teboncive aivention, ovtsmariing
X } . : N 2
their oifer und close fia2ld gupervision can eounereatives spke over the prod.ubtion
{hey have Tinaaced.
VII. Conzlusiong and “apcnsaeniosicns

Lear.az s DR VR e ey

7.1, Iae foraring penciuzsiong urd yecCraeniavilels cre boazi on %
brosd view o npe wholy plotwre o tne oredll cooperatives o8 sutonoious unisi

oS

gnd the cenbrid (enEn)aniP) es ea azsension of the Irmer. The central cennos

fafill its zouls or €V - .guegeed &S & virkle esgonomic onbesprise iF it does

not prove its -;orth to vaz a0rit{zbed wnits by providing skilled technical
- -

ugsistance cn toc epot  profess: oral guidence in The 1ending (oanking) buslae.s

riedd cupput WO help .avie gobdvuios, MOPeL N q reractices hindering the

Best Available Document
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modernization of the pr; cruarion CCOnomy. T4 mest live wp to the expndt;ti:ns
of itm owners the uffilinbed'cooperatives,

T.2. CREDICOOP ghruet must be to proveke ckanges; wecople do not neced
morns of the seme old st r,  Another intermidiate lending institution toking
moncy from one source and trensferring to small farmers sO that they can swrvive,
and indirectly teaking ove wne burden of trad;tional milddlesen, does not deserve
even & thought, has not Justificaiion at all.

7.5. An cfficiens self-control rurcl sovings instituticn, with erchasis
in production to improve ui:2 ~tandesd of living ol the small tovms awl rurel

dwelers, nust be the uliii k2 gorl. An abundant a2nd good life throuwzh coonerabives

7.0, Tu order to waed thal roold lozal credit cooruiabives muct chonge
frem the infovsel self heh pepenize LLTNS, which thoy ave notc, inve sexias and
‘JGuding dymermic DUBLNESLes, pacomir-, in the lon: run the cemire of econonic
activity in the area. Their imege and reality nust be one ol confidence, secwrity,
eficiency, nodernism, kec ing the balance vetwoen o sound socisl imstitution end

1 officient firancial cntorprise.

7.5. Fhiucetion in itc peonncr meaning it the oy “on change., Tae numes
rezowrces are there, they can be moleied inte a crgable tosy of administrasers,
sccountants, execuvives, and produsers-consiiers.

{a) A specific reczcumondation in this cren was discussed wiih

CRIDICOOP maneger, Yx. Mimizl Aegel Rivarola, ond with toe. Oliver L. Sause

Dircctor, USAID/Peraguey. A raguest from CRZDICIOR has been forwerded to AD

.

Best Available Documen:
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asking for & gpecial grant to pay for training and education for 309 persons
during & two year period during 109 working doys. n pNIRIE B
(b) Itis recommended that the central, with or without the

USAID grant, puts forvard at once the training program discussed with education
'dopurtmeht officials by team member Mr. Arroyo-Riestrd. The themes O subjects
for the training 1isted in Exhibit No. "B" , will cover the areas of major
weakness as detected during the review. The plan must focus the business szide
of & coopera.tivc society and provide for developing monegerial skills and other
related knowlecge and skills needed for +he smooth operations of this ty2e of
socicty.

7.6. Cosv ccnsciousness must be developed at all levels. This is
guive aisficuit ©o achicve in & groun whosd expenocs hve noan taken enre of
vy & third party, in this ctse, UsalD. The central, &s vell as the jocal uileszy
rust develop throuzh intensive treining to their staff the bug iness attituda.
Buaget and cesh flow und gheir reticmal applicabions wu3t becore & rvoutine in
their busiress agendo.

T.7. A good secownting systen is the Heart o rglieble financial in-
forreticn. It is recoracnied thet en eypert in cooperavive financial ACSATIN T

v

be invited under oY 237525310009 ro estoblish 2 bauk-type_accounting gysten SR
twoin the stasf to use wnd apply it efficiently. A raguest has been subnmitosd
to USALD/Paragudy {o provide & gk ,000.00 grunt to invite 1, Gonzalo Zuritis
Cormer auditor of the Cocperative Benk of Ecuador, to ccr2 to parcguey and do

that job.
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7.8. Internal crmanizetion and staffing watborn, althowsh acceptable,
con be japroved. e institution necds a contioller in fll charge of the
necounting dopartm: nt Lo strensthen internal conirols ard to feedback the
manager vith finencial wnd other information. (Exhibit Io. "CU )

7.9. The finance or loan depertment iz noW mized with promotion. Since
the lending ogerations up to here hove been ratia lov, that set-up was acceptaole.
ose operations must be seﬁara.ted, trensferring promotion to the educahls
depaxtnent.

7.10, The finance or loun Gepartment must deal only with matters relatad
+c loane applicetions, en2lysis, eyslustion, oud 10ans £ollow Ud. Tt must
be a highly technical swull with Yesice Praining r:.nd/o:e college educcticn in
hiaher aeooih AT |

oo e e e e .o o . .
Toelle GrOwLN Jor el J.‘.JC.L;_I.'.\.‘.I'(: Lastiowd LT i v.;:DICC::‘? 1, o nz=d o7

1life or dealh. Tpey koch Grov ring cons antly cor tiey sexieh, Growii in this
crse nmcaus U consbant riow of .';z':\i:'::js onG @ conriont inereease in pesoershiy

o the bose rayvel or local mwmite. A wotsonel wnd pronifle ¢3 increment of the

- AY o ;0.2 . - .
pirare capitold (s garinns) nd q meshopnitin [pepplujroinet &3, Aimiss o Thes?
L]
fipnncind rorouwrees Ve VA Gwy oe nanieve Lo vwatlonal yotd of 50,000 meubers
in the rural.cector ipteuroted in ono more whav, 75 lestiol it fn.tan YeCGTS.

7.12. Gool farn plonning o2 attiny Tortl asil.aben cnd incoms poszibiis. -3¢
Carm and fomily ozeratin € senges and marsin ool loun Siyents ere JE3LC

to a good cre 4it preogror.  LOWN aorvicers wd cradit conmlutees canndot nele
sound Judgmen’ on louns pnLicLiions githout ~is Sywe c:7 informesion. ails
et en eftiesvs din an ubeeovaluntion. oxe voice oz one oF

fhe majer cogien Dr Eres s aeolinamianey.
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7.13. From the results, it appears +nat the loan collection procest in
a cystematic wuy has hardly existed in the pact. Sowe gtrong measures Bre being
tuken, including legal action against past due loant users, which should be con-
tinucd as an institutional lcasuxre. To prevent the .recurrence of delinquency in
the future and Lo crusc thro ia the becks as fully os possitile, it iz recon=
pznd-d that @l narties c¢ s sarned wich Shis sarious problen should come into &a
int - 3ive trainisg frmedizi=ly Lo Aw. SR stratery, iralvsing the best resorting
pyatod, O IGEC ayerybedy o 2¥e of i morsal danzerd o delinguency. A craosh
pro:oam shouid faler b oo . Levels. aontoul and aneslizsted.

7.0,  Dobtibcr CO venlou I n fwaividend cnd exndit waion loars evaluations
jo secded bl coadit, v LLEvmE HIREARIO WA Y KRN funinios csedis unions Lroli-
cat.ons ohd CRiSL TO0CR.  AculAY o e inogvidonos or consanking 1 nstructions

YRS YN A Cood vroimm blLee
BB ¢ ' l‘. t meod & W -l e wo WO e L.

in handling fucas from the Aani; toe jntter aLq won cAke guout CREDICOOP'S
gvaliation or Just 4id pot zsk for their 1inicon, althousn CSEDICCOY was giving
the {ield sacvices.

7.15. CREDICOOP shinuld continue with itz policy ¢f not peving cehatas, 8wt

!

if they heve net incors aile their budzel is weing swositized by UZAIZ. fla

net incore should &0 into o edntangaacy posenve or any ouney saserve nol svojed
40 Gistridbution 1o members wndel any for:a.
VILL.,  Swemery

8.1, T 35 the cer wlusion of the ponm Lhne, adver wodzhting ell Hlon-
mation aveilobls, wopisten ¢ 0 worhal, the USATD r~hould aamslnue with th can

Agr:.usent to e vide figwr ol nusisiiace Lo COF 0D w3 1L ves or*g.n"“" plantc

Bt Rvailable Document
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e UNIPACO purt of the Aen) showld bhe withdravn. There }slm'gng\ce that the
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