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PAGE 1 T
, 3. PIIECT NO. 2. AL FOR RENIQD: i 2. COUNTTNY 4, PA'C 3, sAL NO.
| L20-15-810-039,10 11/72 o 9/73 | HOMDUEAS 74-1

2. PHOJECT TITLE

MUNICIPAL OTVELONNINY

é. PRUJECT

v 17.0ATE LATEST PROP 6. DATE LATLIT pip

9 DATE PRIOR PAR

DURATION: Beyan FY 23 Ends FY__"2 | 11/3/72 11/3/72 /A
10, LS. a. Curvlative Obligaticn b, Current FY Estimated <. Estimated Budg~t 10 completion
FUNDING Thro Prior FY: § 110,000 Oudger: § 1544 000 Altar Conrent FY: § 90 000

11, KEY ACVION AGENTS (Contractor, Particicating Agency,or ‘folunicry Acency)

a. NAME

b. CONTRACT, 454,01t VOL., Af, NO,

Gibtonev, Schouten, Zallman

"SCs

AVECI

Vanaziela Firm

I, NEW ACTIONS PROPOSED AND REQUESTED AS A RESULT OF THIS £YALUATION

A, ACTION (X}

8. LIST OF ACTIONS

C. PROPOSED ACTION
COMPLETION DATE

W3sIoNIAl.O/ WY HOST]

X Review arrangements with Peace Corps for provision of

PCV's to BAHNA October 15, 157

X [Complete processing of reimbursement by AOH to BANMA for

technical staff costs. October 31, 197
X Complete initial survey undertaken to compile baseline
' data October 13, 197:
A Revise PIP September 30, U

X Peview and approval of PROP extcnsion for additional pro- .

ject funding. Nctober 31,1973

S, HEELANNING REQUINLS K. OATF UF MISSION HEVIFW

ACVYIIKOD O NECW:

Dvnon @n.p E]uuo»e Dmo/v rjmou: Dl-m/p .

PUIILCT MANAGIEN. TYHI DO HAME, 8IGHF O IHITIALS,AND UATE

Kenneth Johnaon

Edward Maraseiulo
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AIC 1020-221(10700 Pm:uc,cjl"nc. PAKR ©Oit BRIGOO: COUNTRY PAN SLILAL NO,
PAGE 2 PAR 522-15-810-039.1G{vo0 11/72 - 9/73 HMINInAS

. PERFURMANCE 0OF KEY INPUTS AND ACTION AGENTS

- > AUCE AGAINST I4.AN C.UBGRIANCE FOR ACHELVEIG

A. INPUT OR ACTION AGENT U" P:"mw ACE AT ou.,j PHOICCT PUHPOSE (X)
NSATISG ¢ )

CONTRACTOR, PARFICIPATING AGENCY,OR VOLUNTAKRY | FACTORY | SATISFACTORY |47ANUING {|LOW 110U HIGH
AGENCY 1 2 v 4 s | = ¥ ] 2 3 4 3
- PSC contractors . X ' X
2. AYEer - X hd
3

Comment on key foctors determining roting.

Conrractors have had superior understanding of project purpose, technical qualification
relations with cooperating country nationals, and utilization of particinants. Plan-
ning to achieve project purpose and arrivals of wall qualified technicians have ecccurred
without problems. Onlv negative performance factor has been due to late submission of
contractor reports which has recently been corrected by contract ronitor. The contrac-
tors are vital to reforming the Bank and putting it in a position to successfully
utilize outside capital assistance which is the key to its beroming a viable source of
financial and technical support to the municipalities.

. 8 ¥ '} ? 1 2 ] L) -"!
A. PARTICIPANT TRAINING X b4

Comment an key factars determining reting. \

Participants are on the job and makine positive contribution to BANMA vaform. progran.
The pavticipants Form the core of a now staff vhich is orienting the Bank towards an
active role in municipal development. T

3, COMMODITIES

Comment on key fectors determing reting,

M/A Mo commodities " .

1 ) 3 ry ’ ] 7 ' 2 3 « s
o’ PERSONNEL X £
¢, COOPERATING
COUNTRY —%
b oThHEm X X

—

Commant on key factors detesmining rating, .
A.Importanc to the project's success is the willineness of BAUNNA staff to accent
chanre of {nst{tution poals and methods of operatinn, Althnush staff has accepted in
superior manuer, recomnsnded chanees have been inplemented behind schedule in impeviant
areas,  Hoat Covarnment could have helped change implementation by more vigorous support
of nroject,

B. The Central Bank has not playad tha supportive role in the rroject as orizinally
envizfonud thaoretore BANMA has procecded to seck support from the ministeies represent-
ad on its Board of Directors. The delays thus caused have st Fhe projeet hehind
gchedule but have not altered chances of success., Sue annex £op full discussion of
Central Bank role in this project. - :

. - i , ’ 2 s .  \ 7
7: OTHL R JOONORS -

(800 nrst Aube Ve vommente on (Yhies Ihnigey,)
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il 7. Continuedi Comment on key foctcrs determining 1o1ing of Other Daners -

rill time PCV urban planner resisned from Peace Corp:s/Honduras in Cebruary 1973, lo
eapiaceneat scheduled. ACTION currently providing 3 volunteors to “inistry of Tublic
Yorks Directorate of Urbanism and plans' to increase the total number to this office
to 8 by the end of FYTH. . :

Jil. KEY OUTPUT INDICATORS AND TARGETS

TARGE TS (Percantage /Rate/Anount)
A. QUANTITATIVE INDICATORS PrITeT T
FOR MAJOR OUTPUTS LATIVY CURRENT FY 15 END OF
prIoR £ | To nATE | TO END ey 12 | Fv__. | PROJECT
to 1. Reduction of BANIUA staff; |[pramneo 5 a5 KE] as 35 _
. Ho. staff remaining on hoard — - —— -
. includes technicians 42 below. :ﬁééeku- 46 u6 IR BN ‘ a3
. ! ., NN . - . L
j REPLANNED | - N PRRTHATS
j R ST 37 a_,
3
i 2. Development of BAIMA tech- PLANNED 0 6 6 ~ 6 6
! .nical staff.(Mo. technicians) [acruaL PN ORIV B ANTIN BT
. PERFOKM- 0 4 L . AR L L
ANCE — SR DR .
acpuanneo| s -] Tl
3. Davelopment of BANMA senior|pLanneo 6 .0 9 9 .2
-4 manamament staff (Mo. short -1~ : — T
i coursaes) PEnFoliN. S A E s e
| 2= ANGE 8 0 R NS D ol
: HZPLANNCD ' T . s M I 16
i .-
i PLANHED
i
: ALY UAL S - ‘ , N
, 191, 12 ONMe ' . ' RIS
} ANCE -
! *
i repranneol - L e
| N S
i & QUALITATIVE INOICATORS commenT: BAN'IA has attempted to seil entire coirmerclal por
' i fFolin to the six major commercial banks in Tezucigalpa. A

. Disposition OF commercial have officially declared they are not internsted, BANNA
portfolio by day 31, 1973 is still exploring possibilities with smaller banks. In
the meantime, since effective date of ProAg, recuperation
L7oon_the povttolio has reduced total corwmareial holdings

, 2. WAl relieved of dmin. & | feom $1.30 million to 91.01 million.

1 ;tndncﬁdl respunszhilxty Comment: Hission coraiders this actien acconplished
ov 5P airport by Sept.3o, sornn financinl arrangeinents dve conding

1973, . ? i al artang ce g

althongh son

alternatives ace atill Leing studi

. LODATNA pacoiving GO finan- COMMINT: Capital ization
able cupitalizatie

cial support for copitali- 'atirmate chances of eslablishing accept
zation. GOl providing source hy 6/30/7% at hetter than 50%.
funds for national. techni- | BANIA'S prequast for funling the technical stalf, will be :

cal staff salaries and cor-| nitted officially to the GOH for inclusion in the resula,
rasnond ing exoensen. [ 1974 budrpot.
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* AD 102923 {10-70) | PROJECT NO. PAR FOR PCRIOD 31/72 COUNTRY PAR SCRIAL NO.
PAGE 4 PAR 522-15-810-039.10 9/73 EONDURAS
Y. PROJECT PUKICHE
« 1. Statement of purpuse as cuirently envisaged. 2. Same a3 in PROP? D YES D NOQ

The project purpose is to reform the londuran Municipal Bank into a viahle inztitution
Tor financial and limited loan related technical assistanea to municipalities. Seu
state 226475 of 12/15/72.

A. 1. Conditions which will oxist when . )
above purpose is achioved. 2. Evidence to date of progruss toword thasa conditions,

1. BAUMA charter revised (EOPS #1 1. Draft in preparation by BANMA., To be presented to

in PROP): GOH by October 30, 1973;

2, Five year capital assistance 2, List of financeable projects-completed-September 30
plan in execution by the Bank. 1973.. Basic regulations (credit policy, bidding
(E0OPS {2 in PROP); procedures, etc.) ready in draft, To be adopted by

October 31, 1973. Loan prograrming system-20%
complete-to be finished by October 31, 1673, Ap-
plications for loans-19% complete to be finished

by December 31, 1973;

3. Five year training plan imple- (3, First training course held in 6/73. Training courss
mented by BAIMA (EOPS #3 in PROP) schedule for the first two years has been prepared
and put into effect. Significant crogress in moving
ahead depended on hiring training coordinator, whicl
occured 9/1/73. ' L

#. Ccordinated GOH support for mu-'[, Draft of interagency cooperation agrecnent prepared

aieipal developuent (COPS it in and presentcd to the interagency committes. Ap-
PRuP). ' proval's expected by October 30. Implementation

should start lovembar 1; under this agreement BANIA
and Ministry of Public Works/Diractor Gencral of
Urban Nevelopment will jointly prepare urban davelo;
ment plans for polar and sub-polar cities. (Cont.)

Y. PROGRAMMING GOAL

A. Stiieinent ol Preyromming Geal

1. The poal is to improve the effactiveness and efficiency of municipalities which act
as key points in the national and regional rarketing systems. '

-——

Bttt (e 4w - i a— —— - o o @ o

e Will tha echisvarient of the preject purpose moke o significant contribution 10 the pregramming yoal, given the magnitude of the Antianal
poblem? Cite evidance. Projrass tovuard purpose az cired above divactly relates to improving

wticipal aff cetivenesn, Esprelally as vepards IV B.1.2 ahove, the project list concent-
Fubes on sueh activitios as markets, slanshrevhouren, water and sewer syastens, ete, for
thesa polar and aub-polar eities not curiently providing suc’y servicas, The interinati-
tuticnal coomdination arrecment curiently being discussed, will ensure a wnitorm nolicy
ong pational leval anencing with verard to municipal development, elininate dunl {vation
of programning for the alove servicns, plus promnte planncd and orderly development of
the polar and <ub-polar cities. BANIA plans to finance [isecal cadastrrs Yor all polar
wnd gub-polar citien, courdinating thnse with the planned national rural cadaster. with
inpraved tax collectjon and control and expanded asaistance resource: that will bn avail-
able to the wunicipalivies throush the recapital {zed BANMA, municipal level infrastructur
and provision of public services should show significant imprevements over the nuxt 3-5

P
P
-

yeans,
. )
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AID 1079-5 (10-70) | PROJECT WO,
PAGE 4 PAR 522-15-310-935.,10

PAR FOR FERIOO 4 1/72 coL v PAR SCIUAL HO,

8/73 HONDURAS

IY. FROJECT PURPOSE

1. Statement of purposs @8 currently enviseged.

2. Seme as in PROP? B YES Duo

8. 1. Condilions which will exist when
ahovo purposo is achleved,

2. Evidonce 1o date of progress taword tFase conditions.

5. Recapitalization program in
execution - GOH $1,0 million in
place (EOPS #5 in PROP).

6. BANMA acting as municipal fis-
cal agent/depository (EOPS #6 in
PROP).

Other agencies will give highest priority to ac-
complishing projects specified in tha plang,

5. BAIMA intends to suimit formal application to AID
for $5.0 million loan about 12/73. GOH counterpart
funds currently being requested for 1374 GOH budget.

6. The ability of BA!MA to progress is limited by the
lack of a mechanism to make bank services easily
available to municipalities, A correspondent bank
plan is now being developed.

V. PROGRAMMING GOAL

A. Statement cf Proycomning Gool

At

0. Vi1l the nchievament of the preject purpese meke @ signilicant conlribution 1e the pregremming geal, given the megnitude of the natinnal

problem? Cite evidence,
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AID 1029-33 (10°70) | PROJECT NO.
PAGE ¢ PAR 522-15-819-239.10

PAK FOR PERIOD 44 /9n | COUNTRY PAR SCHIAL NO,
0/73 11NV NURAS

IY. PROJECT PURPOSE

1. Statement of pwrpois es gurienily envisaged,

2. Sameas in PROP? [ ves L Jwo

0. 1. Conditions which will exist when
sbove purposo is achleved.

2 Evidence to date of progress toword these conditions.

5. 2ccapitalization prosram in
execution - GOH $1.0 million in
place (LOPS #5 in PROP),

6. BANMA acting as municipal fis-
cal agent/depository (EOPS #6 in
PROP),

Other agencies will give highest priority to ac-
complishiny projects specified in the plans,
5. BAlA intends to submit formal application to AID
for 35.0 million loan about 12/73. GOH counterpart
funds currently being requested for 1974 GOH budget.

6. The ability of BANMA to progress is limited by the
lack of a mechanism tn make bank services easily
available to municipalities. A correspondent bank
plan i3 now being daveloped.

Y. PROGRAMMING GOAL

A, Statement of Proyramming Gool

U. Wil the echievement of the prejact purpese meke o significent centrilution te

preblom? Cite evidence.

the programming goul, 9 ven the megnitude of 15:e nutianal
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S, i SNER ¥ - aage 1 of S
e r:“-.::r IMFLINELTATION PLAN v 1. €OOI 1 HATING COUNTAY |2, PAOJECT TITLE 2. PAQJLCT NUMBKAR 4. DAL (o, Day, Peer)
PART 1 - WORN SCHEDULE HONLLRAS MUNICIPAL DZVELOPMENT . 039.10 8/31/%3
T T YT T K LS T $.RC3F. .. 100 COOPCAATING COUNIIY AGENCY 1_“.-;.“ NG Lo 1 Ganes
SINISTER OF GOVERN"‘.IT X €3 it
INSTITUTLrL L20TL0PIENT OFFICER HOUDLAN AUTONOMOUS l-’-U.‘ilClPI\L BALK | P‘SIDE\: » CONTRAL BANX 2 rn s rewa 1 N
—_— . . - ] e aacy | TAACET DATES 2. TixE SPAN u;-::;k:) - i /
.- DESCRIPTION OF MAJCR ACTIONS OR STEPS c1:0 BREEARETT gl cal T TR T T T e ey i .
tctu: NS "__.‘_4’ s 23 feve3g |75 | ry. rv-
4 - N l .|.l
%553 fafare Lo B [ am | 29z [ aerm
Py, sate of :r.~- arcial Porgfolio JOANMAL 2772 | 8/72 12775 !
3. Schesc.la2s propared BAHA 1/72 | 8/72 | 10/72 \
. 5. lasotiations for sale ’ TANA 8/72 3/13 | 12/713 i ]
€. Ccllecticnz mat- BANHMA 7/72 | 12/13 12/28 i i
N - . .
:2. Afrzore Trensfpr 2172 9/73 12/73 : ' i.
] : R
a. INA Request for Financial Adniristration Analysis C8/BANMA| 8772 | 16772 | 10/72 : |
5. AID-B2ZA? assistance in analysis AlD 8/72 | 10/72 1/73 I
€. 2z2ision by IUH to accapt a recosrmendation on Transfer -|GOH 12/72 | 12/12 9/73 . !
4. na3staticas 0 estabiish terms Transfer . GOH 1773 9/73 10/73 ; I,
: €. L2521 autharization for Transfer GOH 2/13 9/13 11/73 : i
£. Traasfer / Fafinencing Aztions Completad GOH 4/73 | 10/73 12/713 ! ;
1 i
3. Parscarel Feducticns BAMIA (ReorganizatiQn-8ATIHA w/AID A mstu 8/72 | 12/713 12/75_ | : i
&. Perssancl Recuced as commercial portfolio sold BANMA 8/12 | 12773 | 127is i
53 Fovised staffing plan designed for new objectives HIWR T 10/72 | 12/73 3/74 - i : .
c. Dracute 3.5. \ BRGA | 12/72 | 3/74 . | 12775 ! -/
&. 2aaiking Systers - Asset Control/i2nagement [aformation System  [B/IA/ 5/72 /12 6/75- ! l
! a. mase I Accousting Procedures - Lesign and Peralled Test  |AID Adv 5772 /12 10/72 i
: S. I-stail-iotyg fccounting Procedures 3 AlD Ady 10772 | 11/72 1/73 i
. c. rr:),_crtl. Lquipzeat, Supplies Controls AIDJSRWA 94172 /73 11/73 . H
. d. rzccaciie -c:o.*:s/RefI-n Systea for Financial Statements [RID/BAGIA  7/72 9/73 | 12/73 !
X a. Cledartrental Ceatrols-Comon File Systen AID/LI\..PJ\ 10/72 /7% 6/74 :
! f. Z.2iat Systex & Cazh Fluw Projection System - MDIBNH’J\ 10/72 1/74 6/74 !
1 G. zm2geieal Reparting System - Usn Resources A1DfRIGMA 5772 4/74 12/74 ;
| *y, fontrdl esd Peporting System External Cenital Sources A1D/ENIEA 3773 6774 6175 .
i *i. Systea Audit vor Revision & Feasibility ED? Applications AID/3NGIA 9773 | L1774 6/15 :
i
: ® Ltz ~ac ATL taan Ronrawd - Hot sart basie vaforp (-0 N.3. fAllnvina)

! Best Rvailable Dofument
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NUIEX F - |page 2of 3

emiT FROJECT PLLHENTATION PLAN I, COOPLRATING COUNTRY [ PROJLCT TILE 3. PAQJICCT [UIAGEN ._pug‘,‘_,}':_\;,,hh.,
_ PART I - WORK SCHEOULE HONDURAS HUIICIPAL GEVELOPHERT 039.10 8/51/13
"L3+CnYis Ll FR2IECT CLORLIKATVIL 8. PLSPONSIOLE COOPEAATING COUHTRY AGLNCY 7. COOPENATING SicOH3ON . rl ORAFT
_ MINISTER OF GOVERNHENT H x! emewst:
PeTeT T1NIL LEVTLLPEENT GFFICER HCCURAN_AUTOA0KOUS HUAICIPAL BASK PRCSICCNT, CENTRAL BAMK 17 nevsiobws. 17
DESCRIPTION OF MAJOR ACTICNS OR STEPS “Famary 1 TARGEY DATES - 1 TIME SPAN [Cotional) ! |
) N PHLrAWAS vsicaL | yvevmican -
; ’;‘c’g':;‘ LTonv P co‘u';-:c- r7-7 3 Frey 4 "-75 Fy. re. : v
!G:,‘i rafer Lo (s (LOI. )
5. Lzueinn .:c.mc.d Assistence Capebility l\l[‘/'l 12/7 10/72 12/7%
|2 Zetext taff tw‘:m 12| e/ | 912
H 5. Lew2itp a-.:' In.tiatn Qut-of-Cocuntry Training N D/OG/EN 3772 10/72 &4/73
] z. Lngeyzdr_intarnchip - un- Job Training PID/BAN:-:A 3/72 &/73 &4/174
: 4. Leveicp Th rion: Parailel to CA Program {See D following) 1/73 7773 6/74
i a. -evelcy in-Country Tr2ining Plan (See F following) 0G/BRUN 6/ | S/73 | 12/74
f. czvoicy Coordinated TA Resources as part d above. tHA/PC 1/73 /713 6/74
§. GJ4 Czatribution to BANHA Reca;nta]ization (See D.2. following) 2/72 8/73 6/74
7. G4 Provide Peveava Scurce for QAGHA JF/BI‘\(.L\_, /12 _ 313 6/7%
a. QPavesue neads anaiyzed and alternatives ceveloped 1o/sany” /72 6/73 7/73
w. Alternative sciected and iagislation prepared Q-OG/LOF/LJG /73| 8/73 12/73
¢. Lecislation approveg and in force CNGRESS 6/73]1 12/73 6/74
. Tevalep Srih Maneqonaat Staff (Shert Courses) 19 12/71) 12/11 6/75
' a. arando slares - Presicant : 'EID 12/71 6/75
i b, Migual A, Dzifa - itanager iD 12/71 6/75
¢. ZIfrefn Lépoz vedilla - Loen Officer/Controller 10 12/71 6/75
d. #rizngo Logran - Internal Auditor 10 12/71 6/15
€. Szizcted .,-,part Staff AID 12/ 6/75
£ 123 Chaerter Reforn /NGB 1/73 2/74
i 1o inatysis of DASUA Charter in light of CB & AID reports & BAWWA
! Ss-atany bacurrnt PAIDA/ALD 2/73 /73 8/73
fa, rafeiac of Oharter levision, Heview 2ud Prelir.inary Draft of .
{ favisad Caarter and Staterant of Purpose 2P vpa § 3/73 8/73 94173
P2, foasylzeticn and f endcrmr of Writtern Opinfons GO 4/73 9/73 11/73
‘4. '--s1:nra.1on and lncorporati:n of Written Opinions into Final .
‘ Teade GOWAID 6/73} 11/13 12/73
ST icias s z0a21 IV 1p Ciuncil of State  (€CS) co5 1/731 12723 1/74
- 977 - tme YLy
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s sgaen NMNEX F - page 3 of 4
V. COOPLIea tinG wntly '3 BLOLMCT TIILK 3. PELGLLET Nuspla o 8% h. a4 Leae, beans
SSNT PaJ2CCT MPLIMIITATION PLAN . ! ‘ .
PART !~ <ORK SCHEDULE HCNCURAS | MuNICIPAL DEVELOPMENT 039.10 ! 8/31/73
Pondibo€ FRGLILET € JiNALOA ] . RCIPONIIBLE L ~OPEAATING COUNTAT ACLICY @ 1. COUPLKA [1NG 3-Sns0n "!'Tb“'n;"; =
; MIRISTER OF GOVERNNMENT 9 (N -T.TINTHYY
avLTIUNSAL SEVIIOPIENT OFFICER HONDURAN AUTC -0-‘0 ;S ‘.U.IIC PAL 3&1‘( PRES‘D- 1T, CERTRAL 5A4K Y arvinitremo. L
. » “pruuary | TARCET DATES 15 TIME SPAN \Sptiensi) }
I N3 $% * ACT: POLCAlAS vsicaL | Preedicas — v
SCICRIPTION OF MAJOR ACTIONS OR E?.S Accxz_:: ‘:‘:.:;N P,y..fTL cr.‘v.:;:.:;- rv-73 rv-74 Fr-75 "v-76 rv-77 ’7!78
Jech=ical Assis* 122 Providcd (for Reforn and Progranm) AID/PC 9/21 | 1/72_ | 8135
. finaacial AL lysts ND/ZRLD/Y S/ 1/72 6175
g. rFecruit at - Initial Survey AIL/AID/Y  10/71 1/72 2/72
5. follex-v Visits on Progress - Evaluation INID/ALD/Y 7772 6/75
2, Zanking Syst S Advisor AD 6/72 6/72 11/74
3. M.nicipal/Ce .tal Prs,)cc.s Advisor AID 10772 7773 6/75 :
b oraqione] P1c aiag IconSwists - Hunicipal Surveys & Analysis AID 12/7% 6/72 $/13 '
3. Treining anc urecial Progreus Advisors (AVECE) ALD /n 5172 6775
3. E:..l'*-e-\t. Ac.isor - (See D.3.a.(1) following) A1D 9/72 | 10/72 12/73
3RWCA Recepitalisatfon for Hunicipal Cevelopment 2/Nn 2/72_ | Continuchs
V. Pacovery Ass:ii frod Cozmarcicl Portfolio/Airport{Al. & 2 :Sove) 12/ 2/72 12/73
2. GiH Provides c.lditional seed c..plta’l {A.6. adove) 2/72 8/73 6/74
3. AIG Loan 2/72 | 2/72 6/74
a. Loan Application Prepared RANIA 2/72 6/73 12/73
(1) BAU". Equipment Advisor provides Plan/Ccst :stimtes AID Adv - 6/73 8/13
(2) Advi .orsIStaff prepere 5 ycar-Project Plan- | }\!DIBANMA 10772 6/73 10/73
(3} Dra'- Acolicetion Preparad/Sthmitted GOH review BAMA 10772 $/73 | 11/73
{¢) Al H 2pprovals/Planning Council Sent to AID ECPLAY 1773 | 11/73 12/73
®. 13X Prepe¢-od, swoaitted, approved ID 2/73 9/713 11/73 .
c. Lissfon Lnan Paoer Co-'.p'leted. submi tted AID 2/173 9/73 3/74
¢. Lloan dutih.rized ID/W - 4/174
e. Agroesent signed - CPs satlsfied 10/GOH - ) 6174
f. Dis’.ursc- s 1D - 6/74 |Continuoxs
lunicipal Surveys and Analysis e e A D/ADY . F==:2--- Continuors 5 | . }
S50 10, MO
1. First s {ish AD advi tance) PECELAN 12/N
. rst Stage (- advisors' assistance . - 2/17
a, Cata Collt don " 12/N 2;;; 1;;;;
(13 Co)1.  Existing Fiscal and Economic Data . 12/71 £/72 9/73
(2) Supi.. -nt with Other Aveilable Lata on Population hlb/l\dv 4 r/m 6/17 3/73

7




L ey e - - aoe -

. - CAUTION - Remove pnatector sheets belore typing - replace when typed
weBAEEOE A WESNID ol . WAl AN srm C .
. . ) ang s J »
o esiere 2am ) - REEXF - paz2 4 of -
1. CODPLA: ..¢ COunTNY ﬁ'l LLIFI 4IRS 4 i3 PROILCY Novptn a4 vave Wwwut e ses”
JCINT PRJJECT MPLEMENTATION PLAN | ' -E
PART ! - WORK SCHEDULE ”03_'&]_&"-5 . ELE{EIEQLEVELOPMENT L 039,10 I 8/31/73
3. PLIFCLHLIDLE PHOJLET COLADINATOA 8. HE3PORS:. b CODPLRATING COUNTRY AGENCY 7. Cau"Lkl’lluG $FOras IR M4 ' | ORAFTY,
MINISTER OF GOVERIMENT |m cmmat
15STITUTIGHAL DEVELORIERT OFFICER HONDURA! AUTONOMOUS MUNTCIPAL BANK PRESIDERT, CENTRAL BAiK i "% mrvbiewss 1 ,
. : RTIC TARCET DATES .2 TIUE SPAN (Oprivanl) ) |
w1 DESCRIP1.Lx OF MAZOR ACTIONS OR STZPS crio TEPARE. | povoicar | tnveican | o . 1
: B _tAfo_ﬁN: A’gorl:c'uu _ a1ant ce'-:::;::- FY73 77-74 "Y-75 "'76 :.777 ".78
2 3] Establish links with Ag.Sector Analvsis aip/agy 12 | errz | s173 ‘
-’o‘ {2s1gn Funicipal Survey to Update and Fill in missing B /Adv - 11/72 4/73 .
Banch tlerks
() Concuct Survey AID/Adv 3/72 5/73 6/73
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Annex 0V 2

Furchor avideace of GO0 fn:7.cton to agsuma =" ai-:rsk adilndsteation and
firnineial obligations is ii. lavearment durdn; 1970 of $81.1 nillicn to
icprove and extend the runvay aasd construct parklas fuciliries foz 60i
nilitary aircrafc. Thus, althouch same lesal decrens and refdnaacing dooi
rats are gtill pending, we erdesce thasn will be comleted hy Docer:ber 21,
1973. 1In opite of these pagecork decalis, the Mlosion cousic :rs thig 00
as now renlized based on the ifluiscos’s Latter. : '

Personnel Reductious

Pelas to USAID Involvemeut La PAIRY, tha latter was characterizad by internal
dicerganization, overstafiing, aad a weak caain of cexmand, waich £n turn
procuced a lack of effective co ~maicstica, incfficiency, low yloyze werale
and output, plus a general ehucurins of oo rall Bank vbjeetives. It wao
wifficult to prepare an accurate orjanlisi-ion chart at that tiwe.

Since January 1, 1972, rcorgnnization and stre:alining efforts have produced
a net teduction dn Tegucageiva staff frem 45 to 35, Thewe rcductions ine
clulr four emgloyess frea tie Saa Isidro Yeatallita" branch ¢vhich wvas closad
in Scptember, 1972, one sersretary, ciarce clerks, cnz teller and two deafirmen.
Oac ollicer currently on “lo=n" to the San Peiro alrpert will be reinsrated
upnn transfer of airport administrution. Tite San i'edro Sula branch stals
his Leen reduced from 13 211 fn tho coes meried, and will be reduced tn 7
by 12/31/73. This will result in an overall staff reduciion of 16 frea °5
to 42. However this total does not cale into account & ncw AID tratned

ceindesans plus a. seeretary wio are/eitcantly chizored to LAILL's payroll
(see paragrapa 5) but vho will be so chuied in 1974. Adding these 5 posie
tiond will result in 47 positions ac of 1/1/74.

Ay macagemens hny prepared aa orpantzaniea chart vildeh showas the Geparte
ncils that 1t inkends to ~vente to Losicrizut its provranm aa a canicipal
devriopeent boalk.e Job doweristions havae Leca pocrared Sov all poctanane
gerkuanal end thoaa topcsther rlth the orpantzational shark and o saiary

rezle, will be cuimlited :harely to the Bzard of Directors for oAl

he vew organfnaticn plaa drlines 35 pesmanent stuff positiona 14 4 doz e
rents plug €ha"fereinal auilring office. Including tia Manrerr rnd Dr-ci'sag,
the j:ank will havz 37 euplovees. Wiile veductions of personnel Lave nac ol
rac the levels recommionded in the FI0P, LADA management has devaloped plans
wvhilch Higsion advigors agrea will he veachicd withia a prudent tima,

Startinz 1in 1974, the Bank 1211l nano as peimanent exployces raly thana vhn
sent Ltha requiremants of tan job descriptions approved by the Leard. Oty
peccnucel necded to follow up nn tha recovery of tha couesrcial yovifolio
©11l La narmed as temporary parsumnel until such time as thelr scrvices arve
w? luazar neadcd. (See Organization Plan, page 3).
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(1) fale of Commereinl Rivifolio

(2)

Detailed analyses of the comiercial portfolio were prepared by AID/BAIA
advicors as of Ceptember 20, 1972, ard surmaey tables were delivered to
BATA's Board of Dlrectors unu to chiz Cuatval Bauk in late 197.. Original
AI) strateny called for the Central I..uk to act as agent for iha portiolio
sula perhaps Ly taking it into receivershin and acyvinelng PANIA g falr
auount pending ulimate sale or transizr to a cov:creial barl: (or baniiws).
Wirlle awaiting help from the Central Bonlk, RANMA osanaaeniont inmroved thas
repayment expevicnce threunh beicter follot up of indlvidual loans. When
the Ueniral Baak's help did not materialize, DANA's nminnsoment attewlted
to sell the portfolio dirceily to all private banks in llonduras.

For this purpone, the 9/33/72 enrlyses were updated azain by AYD/EA:GW
advirors as of 6/30/73, and summaries delivered to BAZIA's Moard to estabe
lish guidelines for ncgotlaciin. Ofiers have becn tendered to cleven banks,
with 6 negative replies, Although five renlies ara still pending, these
renresent small banks wiich we belicve +will also cubmit nepative replies.
The recent tight money situation has chiwly not allowed the private banks
to congider new lendlng to theiv priiae customers let alone aquive a port-
folio not within thei+ notwmal baniine: practices. ‘tiils, ccupled with the
official replics received, leads BAIZiA aanagement: to conclude that it can-
not scll the portfolio outrigit ai any ceasonable prica.

Asswaing that tie pending rejiles fran the baaks Limt have not ynt respoadiad
bear out thia conclusion, TAISI has beea Followiny zn altarmative acraiery
foy vicovery of tie cowrcrcial portfoiio. This is discussed under output
(6), BAITIA Recapitalization.

Mhil: atterpting to scll the portfolio, RAIGA har stopned All new comsecclal
levddnn. Covmieralal leciddo: wan stopprd In Texuecivipa fa Seotombae, 1972
anl eliorts ave helnp dircecad towara s ullectiad wat, whera wicassacy, pne
fiv uclny of existing loaus, On Aurmusi 15, 1973, tuTA ston;.w.l comiretal
leoding at the San Pedro Cula braach. Cus Missien therelore cerasiders tia
on oii itg_priacipal purparese-gacting L\ eut of the comnsvelal lendls;
biis inces-~has heen achieved., Duv to the prublens wentioned ubove, the ce-
cos2vy frem these loans wili, howuver, take lougay than originally planned.

Alimort Transfor

T2 Misstion had cupected 2:.7'\ to “o rut of manizenent and [luancing of «ahi»
A Pedro Sula airport by fostembrr 20, 1973. Dy a letter frun the Miniiter
oL Jirance to the USATD Divictor datcd 9/5/73, we are assured ichat the Ui
VILE arsume alinort adainietrarion and oncuating va2monsgibility. (Sce

Ao hye Winal dfeposicden of fiminciai arvanecr L.&s dnvolvi LMY Loads
Ao ansireclea aldvances J3 stilt wader erody. Uy €.8 Seme g Coav, e
Wooeey vt GO aluo futends to autiies tin. Poaly conClas (RN & A5
Eimte. AL my be that L. . wiil ot realize AL,/ 1 BJULsGLCUD Ko LLg s lyeak

Lo catacar in vhe alrpooge. \lb
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GRCARIZATION PLAY

BOARD OF DIRECTORS

Arnex "G" Page 3

PRESICENRT*S CFF.
President \
1 Secratery
___________ INTERNAL AUDITING OFFICE
1 Auditor
s R 3 (3
FANAGER'S OFFICE * Auditing -
Manager Y
1 Secretary ]
' { I I 1 -
TEi. SIRVICES BERT. FIICIAL SERARTYEN LEGAL CEPARIMENT OPERAVIS DRl Y ]
1._:e,.:t Cme. 1 E2pt. Chief 1 Cept. Chief - 1 Pept. Chief 1 Secrztary
2 Curicy, o7 Anliysts 1 Leern fralyst 1 Contract AR TN GEXERAL SERY -r,i
! .,xba-a P.c Jdng Spec. 1 Lian AZninistoasor Officar 1"5-,.‘ “Cme’ T Socc, CTf‘" Liz
i fe 5 IoAsst. Loan A o
. o ; : JCT“’%?' .1 Agcountant 1 1 Chaufier
- em - - — 1se srery 1 Roccantent 11 2 FESSEnSeis
. 1 /.ccountin: 3 Guards
¥..icigsl Financial/Admin. * Arzlisis of Loan Application * Prepare loan Clerk/iypist 3 "1322;2:225‘.8 ;
F".j-; ces . * Sunervision of Licitaticns Contracts CREDIT '
.-x;-ecr. Proioticn * Siservision of Design * Lecal Fepresen- 1 Secc. Cnief
nirng of flunic. Erployees * Sueervision of Construction tation of BAM: 1 Accountant 1]
T-- "]u. Assistence in * Very Limited Lirect Technical * Limited TA to 1 Typist
*...aring Loaa Applications Essistance in Prcject Dasign funicipalities CASH i
: :x.t':.fy' . cond. precaZeat : in Contracting T e i i
Telical Assistance Coordination 1 Cashier/Teller i
l::. 0: 27 DUH ngLnC’l\.S ¢ * - LI qet!
2I5A Loan Programming N }\gzguzl?:‘;ance and Follou-Up
* Recaipt and Disturserent of
Cash and Securities
l l Docu ent * Administrative Services
-
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Tha ncw cantral accsuntiag cystom hao been iastalied and began feactioning
in 10/72; vefinemenis and adiitions arae being implecaated or ctudled. Ths
major advantages of the new BysT&a aval

= dnpavinentalization of dully aczoaciey functions, for ease and aceuracy
oL prool plus a more cyuicabic cwsevidution of worlis :
1

- = greatar control over aceouats;
£

= gimplification o che auldit funetfon, angd a corrcaponding groater easa In
documcnt retrieval;

= preparation of more acecux~ts and neaningful financial stetements;

= & wore suitahle base for cvoicual developrant of wanageaent reporting,
Somcuhat less tangible bemalics ava the inereaged tovale, spirit of cooie-
ration, and sense of respousinility among bank aturf resulting from intrae
duction of the iuprcved 3ystia.

Work In synstean cvalwatlen i1} ho accolexnged with (e mid-October transTas

of the fan Peuco Sula branca Tunigsr o Tegucigaipe, vihars he will ta%e ovar
as Chief of Opevaiions.

‘Drvelsn Tesimieal Assigeancn Conandldy

Sinece Jung 1972, UZSIS has precil ioecavky $15,000 in PIO/Y funs ny for
trainin; of a ne'r tiehnieal WShesiansy staly ak SATHN.. This trolaing (o~
cluded 6 months of ~hservatien annd elassrsca attandance at menici -2l ftnscde
tmeiong Lo the Unisel srases, Cuiie.ala, Couta Riia, Jomsezusla oo ! Celenhia,
“ha 4 rorezicdgangs un reendcod this teatning are ner woridns g o4,
Althon:hy cuveently “unded byt Mindsiey o8 Cognzirent, pagiae o ATTANY 1

LAY
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The Taciaselsng ore no WO e an njulien 00 ane e nonlefos suevey aan
auiljoiay alternansd: o cavs o TOMTCS Dol LT A davics s of i.ocuing

tamep

volicey; loza aunlicn:isa PIOCCLNCH; AV riL LiSE 6F stodecks Lo RENSIA &
naacing.  Thesa stuwiles gl 23 e cwsnluera by Octuber 3L, 1973,

LT T enpitalization

Tha priaciple sourcas of finds foc n=w P municinal lending vill bag
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(2) PARMA recoveries; (b) SO cani:al ctransferes; () conrinuing eapltale
ization sourco: (d) an cxternal loa:., The amounta expected to be available

at the presente time are as follows:

e 74 cT 75 ce 75
(in _8000)

(2) BAMA Racoverﬁl
Cormorecial Portfolio 350 T 250 50
Airport Contingency fumd 1,0C0 - -
(h) GOf Carnital Tranrfers 100 500 400

(loan counterpart)

(c) Continuing Capitalization Sourca 50 200 300
{d) External Loan 500 2,500 2,000

72 Recovicies
S S

Glven the uncactainty involvesd in at:icupting to securc an cirtaraal recaritale
fzation loan, SAMRIA's wanage:ent o £al8 thrt 1o Ked &0 keed sulliclont
aroductive assets that would ailcs it to 1ive thrxouzh tic ucpotictica perind
and beyoud. it hac miidutatnad ciov. @ wholacsle silsponatl of the peredsllo

at ocay 25% of book valua (at w3 acice a Euyes - nt necessarily a bark -
micht be feuad) was ill-advisecl brouuna ££ Za0NA evantunlly proved wiviecesge
fal, for any rcason, in obtainin~ a rocandlalizacien loza, it would Lava to
close 1its s, The Lilzcion conewr: za thas corlafoa. .Furthermor:, unon
transferring the San Dodro oula Awx-ort to tiie Central Govemment, N7IHA will
Joca about a fourth of 4ts curv.st iwone, which wili tuma a emall profit
from current operations iuto a ic.iu.

given the ninva sltuiaiien, DT\ Lonazasout 118 purgsued tiwe course ol acticn
driczibed bolow, wvirdch tha iliscica oo acceriud as on alicwnativa stoatery
fer recovery of the comuercial psri.ollo anld slzport invesimeat:

(1) 2AMA vencgotinted gha 375,007 da alrpest bonds that veee nmavnble {a

1974, »d a3+to hath scovwc ] Lhe weacseibr of o geveve comtracticn of
$on aouding pesony :o3 8na 1O o Uar Ul adroris £o L nekioeol it
roen o tad mant Laoorable  wen o, il wiimactotien bas besy vortally
arcesd to and tha paperworie .. baelpz pregaveds  Tiwy Lowdd wWill oature
in W74,

1emi-nsd tha $275,00) natus neyeble on =hie atrmort I{nto bonda e-:ltiad
by thi: aondeipality of San 'muvo Sule, thus extendinyg untdl 1965 tuo

N
N
‘b

Best' Available Document



|
h)

(3)

{4)

. b 4

' : A YT TRL
woin Syvallable Docus e

period for mscting that. copita, culigation, and eliminating the |
necassity of moking capital mayucenis vefore then.

While roncgotiating the abova wligations, BAMA accuinulated more
than 31.0 ailllon which It is uwuincaining In easily coavertible bonds
In case tiic above bonds und notus proved not rencgotiable or in case
‘tha Central Covernient did not toke ower tie airport debt before those
willgatlons came duc. Tiose bonds constitute the airport ceatingency
fund and arc considered by BANHA nanagenent. as Lite Bank's contribution
to the recapitalization plan. Aifthougn It scems unlikely given the
Finance dinister's letter, if i\ Is able to recover its dircct
invastment of $950,000 in tha San Pedro Sula airport froa the Central
Government, that amount will also e considered as part of the recapitale
[zation plan. '

EANMA has retained the commercial portfolio for col lection purposes.

It has already recovered some $300,000 In the past year and projections
to 12/31/73 show that the loan balance will be about $1.0 mf1lion at
that time. Approximatoly 355 of thcse loans will bs written off as of
the end of the year, leaving about 9650,060 to be recowcre) according
to the following scheduls.

dalance projected to 1:/31/73 (after wrlte-bffs): $ 650,000

. Recovery in CY 74 (nrojected) - $ 350,000 .-
Hecovery In CY 75 (projectad) $ 250,000
Recovery in CY 76 (projected) $ 50,000

By contrast, rocovery from outrignt sale of the conmercial
portfolio - If a buyer could be found = would lcave this picture:

balance projected to 12/31/73 (boforc write=offs): - § 1.0 million

flccovory in 1974 $ 250,000
Furthar recovary -
Total Ricovery . $ 250,000

(:0'i Copital Transfors

S Wen a recaplialization loan is applied for, the Missfon will scck cfficial
coliitient for loan counterpart funds. The Mission balieves such comaite
it i1l be made at the appr.,riate tine.

Coatlnu:ing Canitalization Source

The GO4 Is consiloring sevaral alternatives:

Best Avallcbls Documenr: - : \*\
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Annex "c"

(1) The BAI"IA staff and AYID adviuers nave drafted a proposed new pronerty
tax lav. Its muin features would ba the following:

« An incresse of tho tax rate from 1.5 per thousand and 5.0 per thousand,
lovoring the homeowner excaption from $10,0G0 to $5,000.

= The PANM\ would receive 1.0 per thousand of the 5.0 per thousend rate
and the praesent legal obligation of municipalitics to contribute 5%
of their revenues for BANMA ehares would bo elfminuted.

Action on this alternative, 1f adopted by tha €0!H, i mmpected by tha
end of ¥Y 74. According to lMission esthaates, this alteinstiva wvould
raise nearly $1,080,009 a year for BAN:: and the Lavi considers 4t the
oost desirable course of acticn.

(2) BARIA's current capitalfzetion cource could be made cffective. To do
this the GOH should guarantce the municijpal 54 contribuction or $500,G00/
year, vhichever 1o greater. 7his would bc the minimun acceptable alters
native.

(3) Third altemative is continuing budgetary transfers by the GOR. Past
experience loads us to believe this 13 the least desirable altexnative
due to the numercus demands on GOH budgat regources.

Fxtemmal Loan

Cased on project progrrss to data the Miosicn believes PANM will soon be
réady for a loan. Tho schedulo fus prescuting the iRR 18 discusszd in tha
text of the request for PRO? exteansion.

Develop BANMA Managenont: _Staff

Primarily through invitational travel funding:, USATD has provided courses
and observation training for manrpauent utafs, The Presidint ead the Pink
Internal Auditor visited Costa Rica to observe oparations of tha Instituta
of Municipal Assietanca and Develcprent (I0'M). The saxe offfcicls aticoded
the Inter-Ascrican Senlnar on Munlicipal Ba:l:z (Caracas) and tha Intcre
iorican Municipal Conicrence (lio de Jancir:). Ia connection with tiuis
caoe trip, those two officfals paild taeir =:qa travel to Zuenos Alres and
dnrtiapo to observe municipal crcdlt pruceduins in Axrgentina asd Chiln,
USAID sponcored the Prasidcnt’s arnd Intarval Auditnr®s attenduance at the
limterrey Institute in Mexico for a courca.in Municipul Adotiaistrat’ca, plus
travel to Guatemala to visit the MNacional Devolopmomt Administration Instituta
(Jilvy) and the Municipal Devalopacat Instit:ta (D00 . In addietsn, LA
rr.uiored ntiendance of tha Frosldent, Audfisr, and tiinncce to the Cential
Fuzeicna Tasticute for Public Adalndstratic: (ICA\D?) coucses on Fublic Cae
scrprine idanagement held in Monduras. Finally, mauagcecat ofileiala hava
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beet involved hoth as particisants znd instructars 'n leocal wunleipal
trainiag courses planned Ly tiia Venczuli. w iakere’:n? :ipal Cosperaiion
Asssclatien (AWilCT). Within che vext U ronths, o Presidang tmzy travel
for appronimrtcly one month ©o Hadrid Jor study at tite Spanich Nunicipal
vevoioment Sznly additiennl dnvitazional travel f£or RAISI s~nioc statf
nay La provided as appropriate hizh lcvel courscs cre eamcunced.
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UNCLASS LYIED
iz, Bdwaxd Marasciulo, Direetor, USAID/H October &, 1973
Tom C. Bebout, Rogional Finencial Analyst, ROCAP/G

fames Hunictjal Autdaomo (BANMA)

In accordmos with yowr eval wequest, I hawa attempted to mialyze the
extent of BANMA's progress, during the last year, tovard becoming a
visble imstitution oviemnted tovards providiag financial and liviced
loan-related techaical assistance to aumnicipalities: To esitsblish
BANMA's condition a yeaw ago, before USAID/i graat assistance, referencs
vas made to the McKesl/Roach Zeport of Vinancial Annlysis dated May S,
1972 aad to the llobgood/leXeel Stratogy Paper dated August 15, 1972,
BARNA's present statns vas sacertaincd by discussions with the three ,
USAID/U fisanced sdvisors who have been responsible for initiating snd
sonicoriag the implementation of changes and by veferencs to.the tiission
estvespondsuce and werking files.

My gemeral comelusion 18 that BANIA has nade mown progress tham sreféipated
dusing the last yoar and that this evidenca of Bavagement's capability and
fiatent justifics the extensicn of prant avsiatence for at ledast one wora
yoar. Urom the chart-fowm snalysis attached to this memo, it {2 clear
thet sigaificant progress has beon mado on five df tho edght uajor weok=
ssnses highlightc) ia tha Seratepy Paper: BARMA is wall ea tha vay to
disengaging itself fuem the airvort; iuprovements has boes usde in fts
ovgaaisational structure sed cuntrol of porsonnek positions; sulctantial
stepe have been taken ¢o offcect scceanting centrol and provide for wsnage-
meat information; the wuclews of a techeical assistance staff ia i place
and producing; sad top mensgenent hes alroady received walusble monfcipal
developasat treiniag and femiliarizsation.

i
Vatheps even wore cbviews then BARA's progress, howevor, ave the vical
elemonts still missing: afeer thao eurront yesr, there 9 no assurunce of
the finswcing raquired for the current TA staff ox the planned 3dditions;
these iv no commituont frow die COH relative to & dcpendable revenuo
seuccs or the nacensary reeapftalisation; agroement has yet to tu resched’
oa intevagency cooperatices and the sotting of priorities: and actual
louses on the porefolio and the airport (if any) have yat to Le ccalised
and tukep into gongidevetion feor plamiag pexpéece.

Thi sheer weight of n‘._ nisning elements lei“coteo 'that.:' BAMA chinnot yet
b enisfdewed & candidete for AID loam sssistanco and thae ice goal of

] SeIFT
Bez’qublo Docurmc-*
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“WMBs & visdls institutica crienced to mumicinal davelopment is selll
sooa distance away. It is iipostant co aote, however, that the institu-
tion aas evidenced a gtroa; Jesire ond tha wbiliry 2o wake whar changes
ic could, iaternally, aad bes taken the initiztive cn the:~ chaapes
requiring the cooperativa of cihe CIU. Close exas ancion rovooils that
8Ll the vital wissia; el¢:.cats requixa some dejren of GOU cuoperatlon
aad commitvent. Mission officials brlieve that this cooperacion will be
fortiicoming in the wery ncar futuve aud, 1f they sre, SADN w1l he
vall os its vay to achiaving its goals of veorientution and viability.

Best Avallghls Documont
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S ALISIS OF SCCOIPLISIMANTS -  (BAXMA)

Sna Teem-s

S WL RNENTS AR ML IDNMEREEL
SLATESY k2 (L2:2772) KD

TASCET CATE
NSELLA G rIEaT (5752)

P3R 11/32 pPIP
—————

sy 4

4. New Accointiac Control and
Inforzaticn Systens -

8) Lesign anc ingtall effective
tystex of accowatiag eantral
including control ower cipical
asc.ts, C¥L.:l al-ances and
#TOr2T year-cad aceruals of
LESTe 3l erpczse.  Systen
SusI privide an accurate basis
for ranagecent reporting.

%) Azaiyze sll old balarces in-
cluling the capital accoumt.

€ Tsanuior SPS zanager to affect
irgroveients.

<) Irpruwe filing systezs

ZEVISED DATE

ACCONPLISIHED IO DATE PCR 10/73 PIP

fnnex "H" Paceg

REMAINING 70 BE DONE AS OF 16/73

Analysis of old balances, inventory

accouating and control systex, doesign

dsvelopzert of an operations zanual.

Complete dcsiga and negotiations fo- .
implecentation of a correspondent b :

€

3. Zevelop Rility to Coordinate Yarch 74
«ad Frovade Teshincal Assistanca
<) it etafic for or proroting TA
5) Supciifizial cvaluation of

azpli. stions
€) Necd for long-rasge coordiated

PrOSCras

d) Poaiible necd for nev organization

Kew control accounting systea, Juns 75 lcnninihg tasks inciude:

including a systea of daily inter-

departmental balancing installed.

Will provide ixprcved budgat for- of cfpitai as:etl. .dj“?t?cff :fﬂd
tulition ard contiol and a bzse sccrua’ procedures, runicipal bex
for improved management Teporing. of additional sanagerent Teporin,
dctail of capital account, control

of capital accouar and control of

cashier checks established.

Forzer $PS manager asswniag Director ing systex.

of Operations positica in October

1973

Orpazization is rcorienting tovards Dec. 74

xurizipal develo;=cnt activities and
reeo aizes need te coordinate puior-
itics vith other agencies. Has draft
of pzoposed intoragency cooperation
agrecment and 1list of financiadle
projects.

TA Dopt. was initiated in April 1973

wvith four specialists who have initiated
8 auaicipal survey and analysis, design
of & credit poliey end a loan applicactioa
“and approval pelicy.

First training course for sunicipalities
beld in June 1973 and elever more ached-
uled. A system of communication with
sunicipalities 1is being established.

Actual coo:dizazion of ;raje.
with GIll Agricuiture I =03, - 3t .

Tpletion of surveys wad poiic, fo: -.-
lation initiated.

Provicion of funds to su;dort Presart
TA staff in futurc yeass cnc for
recruitaent and trainiag of adlitic..:
TA staff. In cffect, a new ceveloutent
organization will iacrcasingly replace
the 0ld cozmercial one. ‘)

e

Best Avallable Documen:t
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ASCUIFENZNTS PSR HOBS00D/MeKEEL
STAATECY PAPZR (8/15/72) AND
McKIZL/FCACE REPORT (575 /72)

TARGET DAIZ
2R 11772 23p

BANQOD MINICIPAL AUTCXCMD

ANALYSIS OF ACCOMPLISHMENTS
MID-1972 TO MID-1973

REVISED CATE

ACCOMPLISIIEE TG DATE PZR 10/73 rIP

Annex "H'" Page 3

REMAINING TO BK DOXT AS OF 10/7)

1. Dispéul of Co=xarcial

Portfolio -~ Jwme 74 Nev loans stopped im August 1973 Dec. 76
l; itop na; loms o San leidro closad (9/72)
b) Intensify ecollection effort
¢) Establish controls sand reports Controls estsblished and working
¢) Close San Isidro Branch Collected some $350,000 (9/20/72-
9/30/73)
2. Disengage fros Adoinistrative Sept. 73 Eave recieved vritten indicatiom Dec. 73
Control and Financ{al Responsi- that OO has decided to assuce
bility of the San Pedro Sula adzinistrativg and financfal re-
Adrport - spoasibilizy and that the llonduram
I Aroad Forces have iniciated soce
2) ’s‘;_:il ﬂﬁ};‘:“‘; '::‘:;::‘ $1.0 cdllion in piojects to im-
expeases, $0.95 mil ion of prove site for their purposes.
note dedbt and almosy $2.0 Conversion of all note debt to
sillion of contingent liabilicies longer-term bond debt and resched-
uling p! contingent 1liadilicy bonds.
3. Internal Reorganization and Staff Juas 73 Effective organizazienal chart ac'! Dec. 73

Reductions -

a) Ko clear lines of authority/
responsibilicy

b) Pergoancli cost 60% of gross
incoze ia 197i

¢) Zoard of Dircctors fees 7% of
1371 gross ircoce

d) Overstalfed audit section

position dasecriptions goqht.d.
Staff reduced froz 58 to 30

Plan estadliehod for gradual pove
fron commercial to dsvelopment
aetivity.

Rest Avallable Documaii.

1)

Renainiag portfolio werth am estissted
$650,000 to be collected er sold by
12/77%6. )

4

» Execution of CON decisica helnlh.-

negetistion of actual dedt settlement
and terms. Unknowa at this point ¢
O0H will reimburse BATYA for the full
amount of uareizbursed expeasss.

Board approval and {m>letentsatioa of
new chart aad positions.

Further met reductioca of staff te 3?7
by 12/73 as commercial activicy is
replaced dy davelopmeat.




AWALYSIS OF ACCRMPLISHIENTS (BANYMA)

IEQUIRLIENTS PEN HOJCO0D/MeREEL

Annex "B"  pact §

STATEGY aPER (B/15172) AN TARGET DATE REVISED DATE
eZLTL/RI2Cit REPOPT (S7 5/772) 2ZR 11772 PIP ACCCYXPLISMED TO DATE PER 10[73 PIP REMAINING TO BE DONE AS OF 10/
6. Provisioa of Cll Investrant, June 74 Gld is gware o necd for additional June 74 Fira comaitment for reccpitalizati.
Capitalization - capitalization and of AID counter- fxoa CCH.
a) lnitial capital was ingufsii- part requiremsnt.
cicat and BANMA has experiezced
decapitalization,
7. Provigioa of Depencdadle 2evecwa Lac. i) BANMA and ALD stuffs sre working June 74 Cozplete property tax proposal and
$ource - an a nev proparty tax proposal ' obtain GOH approval.
ubstitute source of
a) The 52 of sunicipalities’ ol
Tevcnue echets in BRiMA'S dependable revenus.
charter has not wvorzed
effectivaly.
8. Deveclop Top Managetent - June 78 The President, Manager and Internal June 73 More of the saze a3 &Hpropriate as

4a) On-the-job training aad skert
courscs relative to axicipal
developzent

Best Avallable Docu:

Auditor have attended several
courscs &nd teen extended invita-
tioacl travel for observation pur-
On-the~-jcb trairing has
baca provided as part of graat-
funded techanical assistanca.

poscs.
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I. GVERVIEW

The Autonomous Municipal Bank of honduras (Banco Municipal
Autdnomo -- BANMA) is the chief GOM chamnel for providing assist-
ance to Honduran muanicipios in mecting their respousibilitics for
providing the local infrastructure necessary for the socio-economic
development of the rural areas. Although BANMA had for ten years
been inefficient in discharging this duty, over the past one to two
years it has made significant chauges in philosophy and opecrations
that now make it a good candidate for continued ALD support. It
has stopped all commercial lending operations and has reccived a
commitment from the Central Covernment that relieves BANHA of the
considerable financial and managcerial strain of operating tiie San
Pedro Sula airport. It has reorganized its internal opecrations
and overcome a liquidity crisis that threatened to close its doors.
Some of tie above changes were tlic direct result of the ALD grant
supported technical assistance and training the Bank has been
receiving under the project. It is the Mission's conviction that
continued grant support should be made available to BANMA. This
ceffort is an integral part of the overall Mission rural development
assessmcat.

II. THE LANMA STRATEGY

Honduras is basically a rural agricultural society, whose
cconomy is operating at a low level of productivity rclative to
potential resources. This, the central conclusion coming from the
assessment of londuran agriculture recently completed by the Missionm,
is manifested through six primary constraints that have limited
more accelerated development of the rural sector: (a) a land tenure
system characterized by many small farms having insecurc title;

(b) a labor forece which is unprepared to manage agricultural
Concerns, do research and extenaion work and profitably utiliza
new information in agricultural production, storage and marketing;
(¢) an institutional framework that does not have the budgetary or
ninpower resources to provide etfective wide~scale asaistance to
agciculture; (d) a marketing system that gives lictle incentive to
the farmer to produce and a small internal demand that limits the
level and diversitficarion of production; (¢) an iustitutional
craditc systenm which dedicates relatively Cew resvurces to small
Pacmers " uid (F) a climate which limies the use of huwmnan and land
cesouree:n to less than full caployment.

The low level of infrastructurc developrent in Honduras is one
of the buasic deterninants of thene conscraines, especially as it
kecps the rural-based porction of the economy isvlated from national
and regional warket forces. A marked geographic dispersion of the
rural population makes the provision of infrastructure a vary



difficult and costly propusition. Honduras' 252 wunicipios them-
selves are expected to provide vital elements of the lacking
infrastructure as part of their norual public service operations,
but they have insufficient financial, teciwmical and adainistrative
resources to ful€ill their mandate. As a result, the Central
Government has had to subsidizg local goveruments or carry out
projects on its own that are primavily of local interest. Of course,
the Central Government is beset by the same resource problems that
afflict the municipios and it should concencrate on larger-scale
projects. At the same time, the Central Government cannot be
expected to provide municipios with local developnient plans. The
nced, then, is to find an institution that can channel available
financial resources into municipio projects, at the same time aid
the development of the technical and administrative bases of local
governments and serve as a coordinating agency for offorts at the
municipio level. The mest appropriate GOil institution to perform
these functions is a refornmed, recapitalized BANMA.

The Board of Directors of BANMA (composed of the President of
BANMA, the Sub-gecretaries of Finance, Economy and Government and
2 represeatatives of the Ascociation of Muaicipalitics) has been
trying to convert the once moribuad Bank into the institution it
siould and could be. In a letter to the Chict of State (sce Annex
A), the President of BAMMA has exprussed the Loard's hopes for
BANMA, saying cthe role of the Bank should be to:

"l. Act as an intermediace credit institution for external
or domestic resource-transfers to the municipalities
and inter-municipal cooperatives on a rcespoasible,
planued basis through the developaent of projcets and the
granting of credits that include continued technical
supervision;

"2. Provide technical assistance, dircctly with its own
personuel, or jointly with technicians fron other
State entities, in such a way that the capital
transfers are accompanied by cransfers of technical
skills;

"3. Lepin a continuous training pvograim on priority
subjects such an tax adminiscration, cadaster, budget
and accounting, urban planning, caviroamental health,
projece desiyn and administration;

"4. . Provote, ou the national level, coordination of tha
efforts of the various Central Coveranmient and autonomous
agencics to assist the aunicipalities in such a way
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that the Government's agricultural scctor strategy
can be implementad in a sys.eaatic manner,”

The Bank management and Board are fully aware of the steps that
must be taken to tucn BANMA avound. As stated in the same letter,
thése are:

A. Recuperation of the investments incompatible with BANMA's
purpose and policy;

B. Aduinistrative restructuving and reduction of BANMA
operating costs;

C. Financial strengthening of BANMA;
D. Definition of GOl policy on municipio development; and

E. Exccution of BANMA's program of finaucial and technical
assiscance to municipios.

While fuller details are presented below in Section I1I, along
with an analysis of progress to date in achicving these and other
objectives, resolution of one major impediment to BANMA's viability
as an intermediate credit institution for mumicipio develupment
has already been achieved. The Minister of Finaance has officially
notified the Mission that the CUil has relieved BANMA of the
financial and administrative drain represented by the San Pedro Sula
airport. (Sce Annex b.) This action has since been confirmed orally
by the Chief.of Stata. The GOl has also promised to subsidiza the
cost of the technical assistance department of the Bank.

The GO objective over the next five years is to develop eight
polar towns into well managed hubs of regional deveclopment in
gupport of swaller sub-polar rural municipios, in this way partially
overconing the limits to efficiency inherent in geographic dispersiom.
Tegucigalpa and San Pedro Sula are two of thesc poles and are
clasgified as urban industrial. La Ceiba acd Choluteca, presently
apriculture service poles, have the potential to become industrial
polas; Santu'nqsu du Copiln, Comay.apua, Juticalpa and Danlfi are
agricultuce service poles, While Tegucinaipa aad San Pedro Sula
will not be subject: for BANIA cradits, the other six will receive
prefecential consideration, Hajovr investacnts ave plaaned to
iuprove polac and sub-polac municipal centurs as mavketing service
centars, fov hoth inputs and outputs, for theic rural districes.
These investments will include wmarkets, slauphter houges, water amd
sewerage systeus, and clectrical energy 4t rates Jow cnough to
attract processing induscrics. In arcas wheve municipally owned
land includus forest resources, the means of their exploitation will
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be improved with national governaent technical and capital as-
sistance. Linkages between urban markets and rural producers will
be strengthencd wich access roaus to reduce the transport costs

and to encourage tiie production and sale of farm surpluses.

In addition, BANMA plans to finznce cadasters in some 25 municipios
under technical guidance froa the national cadaster program to
strengchen their revenue collection cofforts and to provide a
resources inventory basis for developing local development plans.

The USAID supports the overall strategy of developing regional
macketing centers more fully since the Mission's target group
for direct actioun, the transitional farper,will be the primary
beneficiaries. In addition to helping him incrcase his real
income due to lower input prices and higher output prices, this
Strategy will spur the establishment of industries processing
agricultural products for internal and external markets.

The USAID also fully endorses the use of BANMA as the main
vehicle for improving that lecal infrastructure. If rural
development is to proceed, the major constraints facing agriculture
must oe addressed, and the majority of resources must be internally
generated.  Contiunuation of grant financing will cnable BANMA to
prepare itself to perform as a source of capital resources to
support agricultural development efforts. When the new adninistration
took office less than a year ago, it was not convinced that ranicipal
level inprovements -- especially in marketing infrastructure -- ware
flwcessary to rural development. Now it is. Tha Mission is confiden~
that the Gui is also conviaced that 8. MA is + o logical channel for
financing these improvements and for providing the technical assistance
and teaiunding that should cceonpany them. Writtea contirmation of
GOIl coaviction will be received Ly the Mission before it submits an
IRR on BANIA.
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In October 1971, sinrctly aftev tolidng olfice, the President of 1IN &p-
opvoached HTALD on thiy posoibility o nes atiting 2 eapltalicativa leen,
In raspoasc to his recuent, VIAID armeana sor tia visit of a tcan of
finaneial analystc~-liyae tizel, (An/i), ©.nducacr, (UBnid/Bewador),
and Villian Roach, (U AXD/ianzaa) to icok at tiie situation of the Lavk.

in February 1972, tha analysts ccupicted the first phase of a diagnostic
of the BAlCiA. Thelr conclusions in part roads

"In our opindcn tie Dank LS beea urnble to perform the basic
function as an instruzea: {or meaicipnal devalcepaaont... the

asic reason anniars to be andisuity as to its rcacons for
existenct.es L'\ 15 an organizaticn in decparate need of
mijor reforn. Fornctiing developuunt goals, Tank ofilcials
cust imedlately address tha ligquldity crises and begin to
mana~e cach and 'iguid ascots in en elfficicar mannere..
Inteenl refova should ba tha goal oo the fvmadlate futurc...
PAITA officials must dacile to conccntrate crclusively on
either municipal or commexcial banking, but not both."”

Tho report stated LM™A's intcrnnl bankivs systems wera disorderly and
accountinsg was not ouly way behind eperaticns, but much of it was: utterly
incorrect. Tho rcrert alco notud that withi its low dnitial capitallzatlon
and inadcquate provicion for coutinuing revenus source, the Bank undor

s most ontinictic of circuastances would have had a difficult cime
achioviry a cclf-sustaining level of operations.

‘4o reanrt eencludcd that PANNA, as it was functinning, could not be cca-
civored a it candifatz for an cxternal racnpitalization loan. Iauedicte
oo was recersendad along the following lines:

a. Steo cormercial lendins and liquidate tha comnrclal portfolio;

b. Scparite froa Lic manajwicat and fincnaial oblleations ol the Cun Pedwo
Hula cirpost;

ce Stral~hten out intamal ererations; fostall 4 woadotn acccualing systen;
pre accounts in ovder; initiate an ar-~-238ive colicction ¢llinThs
{nctall o pesncal proeram of nindera r .oneuzugy voduce overiwsd apl
brivs gneratiug; costs wlthiln manaraecbic limitag

d. BDovelea a fomrard loekins prosren of wmicinal lending that could '
provias the bacls for an entorcal eopltilization lomg

¢. Devrlaa a toert:nfecal assistenca earslility to ascura tie sounin:ss of
proiszt anmalyiic, enccutisa, and riresccacat (a2ud assure Bl of lcan
ropazsonts throush inercascd revenucs).

7o ganafal remerts vore drne onclysing the {lnaasceial and techndasl gite

“lon o tho San ooted Dula atioerh, Choroadent by tice Al Tluillisce,
¢RI/ vosen), ard e sceoind by the CuosedlA team of Me. Frall clor ot
cand live Lot Stlaaini!-ls

Ragt Ilvqllablb Docun:ca!
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. After the McKuel/Roach report, BANMA's management decided that the Bank
nezded to be reformed along the lines roeommended and requested tecmical
assistance to assist 4t in accomplishing the roforms. A PROP was sube
nitted 11/1/72, AID/M approval was received. 12/15/72, and a PROAG was
signed 2/28/13. .. ' : y .

At the time the :PROAG vas pigned, scma eight wonths ago, thors had sl-
rcady been some pronress on the roform propram recomuended in the NcReel/
~oach roport. For oxamnle, the Ban'e had ccased granting comnorcial loans

in the Tecucigalpa office fn Scpteuhor 1972, Rarts of the new accounting - -
vystem had been designed end installed and certain foprovements in straishte
_¢nlng out the internal accounts had bHaen mada. lore ageressive collection
cilorts had been initiated, as well 4é some tantative attempts to renepo-
tinte outstanding debt obligations. A group of four young professionals
Lad been selected and sent] for participant training in the U.3. and other
Latin American countxies. . : . A .

Since the signing of the FROAG, the reform process has been speeded upg
new commercial lending in San Pedro Sula as woll as Tegucigalpa has boem:
ctopped and attempts have been mads to soll tho comuercial portfolio. The
CLid has givon assurances that it vill assune the adainistraticon and the ,
financial obligations of the San Podro Sula airport, evidenco of which may
ba seon in the Finonce Mimtster's letter of 9/5/73 (Annex B). DBAIRA's
long tem debts have been renspotiated. Once the GOH tokes over the aire

. .vort, DAILiA's only lonz Zerts debts will bo $350,000 in general bonds =
(r~yable from 1974 to 1951) and $1,500,000 to the Port Authority (payadle
from 1973 to 1980). Onerating costs of the Bank have beon reduced further.
T-rhaps most importantly, BAIMA's activities kave been oriented towards
dcv;lopina A sound finenéial and vecimionl assistance program for mnic~
ipalitles, ~ - . ¥ B ' _ S

Tha new Technical Services Departmant,: with help from AID advisors, has
bacn particularly active 4n this area. Yer example, they have carriod
out & survey in the poles and sub-polss and heve completed a tentative

1ict of projects that oould financs vhem appropriatcly recapitslixed.
Rojulations for. presquali of engincerfhg, architectural, and. come

atTuction Liime have basn preparcd by the Depsrtment and approved by the
wimvd of Diractors. A prdposed’ loading policy Ls being prepared by the -
<.oaxtiiont ~hich will eledrly illustrate tho Bank's intentfons: to bs an
fxiopral part of agrieul  86ctor developasnt. ' It 40 planned that. .
r2lar and fubspolar rurnl ieentors wviidch porform xurel scrvice functions .
v211 roceive the dulk of BAXCIA's londing, The proportion of lewling dose
tieed for the poles and sid=polts in cach 6f the 10 rcgions defined by the
-+ tiomal Plamning Counoily will be updated en &.yourly basis to take ianto
vccount plars formulated 4 the national lewel. . - B
V2 projcets most necoscary for dgriculturs fscgor davolopment will receive |
lidhese priority under the lending policy being prepared. Zinally, BARII's
cralf, taking initintive in attempting -to develop a cuitable coatiruing

98&5%3‘ v 90

Bost.
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source of cnpitnl, -6 prepared a dvait of a new property tax law in
wiich DAINYA along with the municipalities would be beneficiarica of
the increased tax racte proposced.

Additional indications could be mentioned as evidence that A\ staff
and management have been maling extensive prepaviiions to rearient BAINIA
to {unction as a municipal develop- ‘ac bank. As the projectcd balance
sheet and income statcinent (Anackae. ¢ wul D) irdicate, ascuning a rceane
italization loan, BAIGA could be an cifcvctive instrument of wunicipal /
rural development.

A description of achicvements compared to the orijinally receomended xee
form program will be found in the KR {Aanex E), revised PIP (Anncx: F),
and detailed discussion of progress on PROR outputs (Annex G). Theee
documents show that sufficicat progress has been made to Justify contin-
uing the project.

lir. Tom Bebout, ROCAP Financial Aa#lyst, has prepared an-independent review
of DANMA progress to datc and actions rcmaining to be completed. In sum-
mary, this shows BANMA has made significant progress during the last yonr
in implcmenting intcrmal reforms. ‘he depree of progress is indicative of
a capable and motivated management. Important acditional actions are still
requived, however, and their realization appears to depend on firm GOH
support to BAIMA. (See Annex H). ’

UZATD Request

¥xtension ¢f Crant Financing

In 1ight of prozress made, USAID/H vequests that AID/W approve FY 74 fund-
ing for Municipal Developiient project lio. 522-15-310-039.10. The costs
are estimated at $144,000 as shown in the brecalkdo:m beléw. Continuecd
funding appreval 13 necded now to permit extension of on-board advisers

" whose contracts expire over the next two and a half months.

It i3 possible that grant {unding for FY 75 micht be requested in the .
futurc aftec appropriate rcvic: of propress. 1£, as cxpcetad, current PYCe
resa continues and the CCI requests a Llooa during 1Y 74, the iitssion il
connjder loan funding of TA during £¥ 75. Tils focue will be considaryl

viien an IR 13 submitted.

The following dotails the grant request:
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Perrsonnnl

Banking Systems Adv.
Zconoaisat

Municipal Cap. P'rojccts Adv,
Trainiag Advisors

Equipsont Adv!.eorLl'

Corrroditics

Partieipant Training

Manapenent l’ex'umm:ILg
Tachnical Operations Scaff

Othar Costa

In-country Trainins
(inclu DALGH Sealnar)
lunicipal Survey
Short-tem Advisors

Total

¢ 7

1€

ANy,
i‘; rn.’o

25.5/1%%t
22.5/1¢
20.2/¢::
16.0/5:°

(33.3/1%L)

2”.6

12.3
6.0

6.3

$ 110.0

JAS lon=add: funded Trea UIAID Teza Susoorxe

TV 74
$95.0

27/1Z:21
50/1G3
g/ct

(2c/1z2y)

20.0

12/1¢:21
8/a:M

L2 DQarticipant traintng $13,800/17::1 frea peior yoar fuids.

£r 75

20.0

10/%:04
10791



I™2 Schedule

The GOR is expected to officially indicate its fntcention to azply for an
AID loan before December, 1973. The liisslon wili subnit an ITR at such
time as:

1.

2.
3.

4.

3.

6.

Additional prosresa is slown on relieving 1U277 of the aduinistrative
and financial obligations of thc San Pedro Sula airport;

Preliminary GOl comaitment to provide loan counterpart funds 1s givens

Sufficient evidence exists of GC1 intention to cstablish an effective
continuing capitalization source for LAIL\;

Appropriate GONl policy is in effect to ensure that BAIZI\ will be the
only source for loan funds for all municiplos (except Tegucigalpa and
San Pedro Sula);

BARMA justifles on a preliminary basis the amount of loan funds that
are requested, and gives evidenco of continued significant progress on
all aspects of it3 reform program;

GOH and PA':A present alternative plans showing how they intend to
recover past cunicipal decbts to BAII\ and encure sub=-loan repayacnt
in the future.

It 1s expected that the Mission will forvard an IIR to ADD/W 1ia Pcbrusry or
larch of 1974 requesting @ loan of $5,0C0,000 for LMTIA.

Poszible Issues To Be Resolved During Intensive PReview

1.

10.
11.

Transfer of San Pedro Sula airport to GOl umluedé

Loan counterpart commitmonts -- source, amount, and guarantce of avail-
ability;

Borrower (GOIl or BAKM\), terms and count;
Cuarantecs of continuing capitalization source;

Adequacy of flnaneial plang 4£ LMTI jg borrouer, will it continue to
capitatizo aftor loan x.payzcnt besins?

Adcquacy of RAYIA organfzatfonal, Il medal ol ad.dnlsirative capa~
wilicys

Arlnquacy of interagency coordinatins uechanisag;
Adnquacy of TAN!A's loan and TA prorrammbng, lendIng amd credie polsey,

project approval procelurced and otlur procuetives;

Adcquacy of nlans for rccovery of porst mualci) 11 d :hts and guaraat.:
of future sub-loan xepayiient;

Disbursement period and preconditious to disbursement;

Grant funding of technical assistance.

Best Avallable Documen’
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LUV T, V0 LATION

liis Fxicellency

Chin{ of State

Pri;tlier General

Mr. O:svaldo Lépez Arellano

Mr. Chief of State:

Municipal governmcats are responsible for providing infrastructure and scrvices
that promote rural development; howaver, hiotorically, the municipalities have

bean too weak to adequately satisfy such demands. This weakness can be attribe
utcd to a sexies of factors, the wmost important being the lack of solid soucces
of cclf financins, municipal officials and cmployeces without sufiicient skills

and training, plus a lack of initiative for solving municipal problems.

In order to increase local recources, the Central Govermnment has traditionally
granted direct suboidies and other types of assistance which hava fostercd
greater dependence on the Central Govermment and have ignored tha developaent
of financial and human resources that municipalities need to improve their om
adninistrative and financial capacities. Diverce government entities have
grented such assistance without coordinated plamming and implementation -=< a
necansary requisite for achieving integral, logical, orderly development; nor
has such implementation of assistance ciforts been linked with national and
recion1l plans for the rural sector.

In ordcer to convert the municinalities into dcvelopment instrumcnts, the Central
Cowveriont must bo able to rcly on an adequate institutional mcans to etrensthen
the ad.alnistrative and f£inancial eapacity of the municipalities.

iire Czaiiral Governmoeat has adopted aa a priority policy, the developrent of the
ayTicultural scctor., Couusisteat wich tiec policy, 1 belicve that tha runfcei-
oalicies will have to fmplcment infrastructure and services projects which are
indir;:i.asable for developing that sector, 1.0,

1. $c.1ze and potable water' systems,

2, Yol electriflcation,

3. !'welweeo,

4. 2hlie olau~hterhouses,

5. lteross vosus to apricultural proluction arecas,
6. Ltorage facllities for agricultural praduccta,

Tha Vuofeipal Covermnents vill have the cuocponsibllity for executing or pirtice
izt dn the c¢icention of thasq projects, eiintiininz and operating then, and
in ' ‘ition, providing other scrvices :» ..unicipal recidente cuch as: gavbage

collenion and dlirpozal, strcet bettunr:mt and maintenance, ctc,
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Increcasingly execution and administration of these services requires tech-
nical slkills and metheds wiiich are unknown to the majority of municipal
officials and employees. In order for the municinal investments to have the
doecived impact and be effective, it is {ndiispensable that the capital trans-
fers be azcompanied by training for thc runicipal ofiicials and employees.

If not, the Contral Government would have so many projects and sarvices, that
it could not effectively maintain and adninister them.

Thun, as an integral part of the Agricultural Sector development program, 1
bulieve that the instituional means to offer this financial assistance is the

Autonomous Municipal Bank. The functions BARMA must perform ares

1. Act as an intermediate credit instituion for external or domestic resource
transfers to the municipalities and inter-municipal coopcratives on a
responsible, planned basis through the development of projects and the
granting of credits that include continued technial supervision}

2. Provide technical assistance, dircctly with ite owm personnel, or jointly
vith technicians from nther State cntities, in such a way that the capital
transfars arc accompanied by transiers of technical skills;

3. BDegin a continuous training program on priority subjects such as tax
adulnistration, cadaster, budgct and accounting, urban plemning, environ-
nental health, project dusign and adninistration}

4. Promote, on the natianal level, coordination of the efforts of the various
Central Government and autonomous agencies to assist the municipalitics in
such a way thnt the Goverrment's agricultural sector strategy can be imple-
mented in a systematic manner.

The current BALMA administracion during the 24 months of its term has made
srrcnucus efforis to reoricnt the institution to accomplish the above-meationed
fructioas. Among its principnl achievenents has been the substantial icprove-
reat of the iastitution's cperating and financial situation. Also a 3 yecar
pro~vem of finaucial assistance for the municipalities subject to the avall-
abillty of funcz, las heon developed. Also in on advanced stats of preparation
14 n cceqest fo AID for a lcan of Lps. 10,000,000, which we c:pect to complate
heilore October 31. As part of this task, a cradit policy has been developrd,
in vidch 1t 48 established that BANM\ will grant loans on a priority basis to
tan mumileipaliticn wideh noe poles amd sub-polea of dovelopment as d2fincd Ly
to ihe Superior Vlanning Council.

Anmucx € includoo ¢ sumary of the Banii's recapitclization plan. This docuncat
indicntes BA!ZIA'v objectives and activitios aud includes decisions which mist
be adoptad dy tho Central Government to support BANMA,
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If BANA does not receive the Central Goverment's firm support, BANMA will
never achieve a lcvel of operations that will permit it to provide the
firancial and technical.assistance necded by the municipalities. The Central
Govenuient would thon find itself with more administrative and financial
responsibilities for the rural population which will divert resources that
could be better utilized in other prograns.

In the hope that you ara in accord with the above, 1 respectfully request that
you indicate to me at your earliest convenicnce, your agreement that BANMA
request from AID the aforementioned loan.,

Very truly yours,

ARMANDO DLAMNCO PANIAGUA
President, BAIMA



ANNEX "B"

INFORMAL TRANSLATION

Tequcigalpa, ). C., Septerber 5, 1973 Ho.SH=-384

Dear lr. Director:

In confirmation of the results of our August 31 conversation in reference
to adriinistration by the Governcent of llonducas of the San Pedro Sula Inter-
national Airport, I am pleased to reiterate the following:

1.

The Covernment has now taken the decision to assume administration and
operations of the San Pedro Sula International Airport. Based on this,
the Ministry of Communications, Public llorks and Transportation made
repairs of the landing strip and also recently began a 370 meter exten-
sion of the strip. Also '. Armed Forces Cnginecering Battalion is
working on the construction of dikes and drains to protect the strip.
Investments underway are on the order of Lps. 2,000,000,

The Government fully understands that it will assume the San Pedro Sula
International Airport's duly confirmed debt. Reaardina the latter, the
Attornecy fieneral of the Republic for some time has been studying legal
aspects of the documents that support such obligations in order to
permit the Government to have a precise and clear picture which will

at the same time facilitate the formulation of a reasonable amortization
program. The Government proposes that within a reasonable time period
it will initiate negotiations with the various creditors for the purpose
of confirming these obligations and agrec on methods of payment.

Youls very truly,

MANUEL ACOSTA BONILLA
Minister of Finance and Public Credit

TO MR. EOWARD MARASCIULO, DIRECTOR

AGENCY FOR INTERNATIONAL DEVELOPMENT (AID)
AMERICAN EMBASSY

TEGUCIGALPA, D, C.



PROJECTED BALANCE SHEET, AUTONOMOUS MUNICIPAL BANK
(000's OF US$)

ANNEX llcll

1971 1973 1974 1975 1976 1980 1985

Assets 5260.0 $075.0 6473.0 9125.5 119v8.5 14445.0 19779.5
Cash and Convertible Assets $32.5 1285.0 485.0 608.5 593.5 1294.5 1580.0
Investments 3657.5 2040.0 3988.0 6752.5 9835.0 12175.0 17617.0

‘Cosmercial 1489.0 700.0 350.0 50.0 0.0 0.0 0.0
Municipal 769.0 430.0 3228.0 6702.5 9835.0 12175.0 17617.0
Airport 1399.5 910.0 410.0 0.0 0.0 0.0 0.0
Ozher Assets 190.0 195.0 195.0 195.0 195.0 195.0 - 195.0
Cnsubscribed Capital Receivable 880.0 1555.0 1805.0 1569.5 1365.0 780.5 387.5

Liabilicties 2919.5 2770.0 3645.0 5524.0 7393.5 6671.0 5717.5
Current 1531.0 575.0 550.0 550.0 583.0 736.0 984.0
Long-tern 350.0 1870.0 1845.0 1774.0 1660.5 785.0 0.0
Ochers 1038.5 325.0 250.0 200.0 150.0 150.0 150.0
AID Loan : 1000.0 3000.0 S5000.0 5C00.0 45%3.5

Capital 2340.5 2305.0 2828.0 3601.5 4595.0 7774.0 14062.0
Paid Capital 1764.5 1822.5 2147.5 3033.0 3887.5 5748.5 8578.0
Retained Earning (Accum. Deficits) (304.0) (1072.5) (1124.5) (1001.0) '(657.5) 1245.0  599%.5
Unsubhscribed Capital 880.0 1555.0 1805.0 1569.5 1365.0 780.5 3%7.5

Assumptions:

L. 5.0 million AID loan -lizbursed 1974-1976; GOR $1.0 million counterpart

2. Permanent capital source estimated $125,000 1974, $250,000 in 1975 and 1976, 6% yearly increase thereafter

3. 15% yearly reduction in unsubscribed capital

4. &% yearly increasc in municipal deposits

5. $350.000 of commercial portfolio written off

6. No allowance for municipal bad debts; 8% returm on municipal portfolio

7. Figures as of 12/31 for eéach year



PROJECTED INCOME STATEMENT! AUTONOMOUS MUNICIPAL BANK

1971
Loan interest H.A.
nNew Loan Commissions dAL
Commissions on Outstanding Bonds HIN .
Total Income ' 248.0
EXPEISES
- Interest Paid 50.5
Personriel Compensation 163.5
indirect Personnel Costs -
bDirector's Fees 18.9
Building Rental and Maintenance 15.0
Equipment Replacement and Depreciationl2.)
Operating Expenses 32.0
Total Expenses 292.0
Profit (Loss) (44.0)

(NOTE: See Assumptions in Balance Sheet)

{000's OF U.S.$)

1973

LA
fH.A.
N.A.

243.0

75.0
125.0

19.9
10.0
9.5
44.0
282.5

(39.5)

- 1974

243.0
22.5
80.0

345.5

123.5
169.5
17.0
12.8
15.0
10.0
50.0
397.5

(51.5)

1975 1976
449.5 693.5
40.5 75.0
65.0 32.5
555.0 01.0
165.5 207.0
161.0 159.0
16.0 15.0
12.5 12.5
15.0 10.0
10.0 19.0
51.5 53.0
431.5 457.5
123.5 343.5

ANNEX llnll

280.5
45.9
2.1
1025.5

188.9
182.5
18.5
12.5
10.%
19,9
52.5
421.9

541.5

13n8.5
62.5
n.0
1367.0

129.5
232.5
23.5
12.5
10.0
10.9
€9.0
487.0

88n.0



