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6. eo;JECT 	 i.OATC PQP Poll7.,. .AV9 i. OATE LATI..ST *. OATF PRIOR PAR 
DURATIONt 3..jan FY. .,3_. End. FY'' 11/3/72 	 11/3/72 

10. 	L.S. 0. C u lntiv. Obligation I b.Cufrnt FY E,,i,ed I C. Esim ,e Budg, IQ COMpl.,ion

FUNDING Tlvu PIao FY: $ Budg,,. S 144 ,000 A(le Cuerent FY: $ 90,0)00
110,000 	 Jd 

1I.KEY ACION AGENTS (Contracto', Porticip.tingAgency,or Volun:ry Aq ency) 

NAM	 " 
a. 	 b. COINTRACT. Pt.Af.%;1 VOL.. AO. Hao. 

G.iblonev, Schouten, Zallran 
 .S __C_ 

AVECI Vonezniela Firm 

1. NEW ACTIONS PROPOSED AND REQUESTED AS 	 A RISULT Of THIS EVALUATI0MI 
A. ACTION (XI 	 9. LIST OF ACTIONS 	 C. PROPOSEO ACTIVtI 

1s121o' A.I.CVW HOST 	 COMPLETIONDOA(e 

X 	 Review arrangements with Peace Corps for provision of 
PCV's to BA111.A October 15, 197: 

X 	Com;lete processing of rainbu nement by G0H to BAN14A for 
technical staff costs. October 31, 197: 

X 	 Complete initial survey undertaken to compile baseline
 

data 	 October 15, 197: 

," Revise PIP 	 Scptciamber 30, 11 

X 	 Review and approval of PROP extension for additional pro­
ject funding. October. 31.,1973 

11VII(,o o,, , j '0-op j],,,p E]i.o.L sOo.t Ij IOC L.,lot),1 
ec. v .Am,% r i T .0 IdAMK, ea I I AL5,At#0 A 1; MIOMIP INi.44 t I,tif f'L.IAL o!AM., S,,. 1CU.I.D ATI 

lenneth Johnson Edward Mariuciulo 
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II. PERFRIANC. O;: KEY INPUTS AND ACTION AGENTS 

A. 	 INPUT OR ACTION AGENT I]. PERFORMAI4CE AGAINSY s1i-tA ;C.If'JItI h,r. "e')F4 ACIII:Vir, 
UN sAYr5. OU'T. ,-f,,Jr.CT 9'uNP -xP Of.l 

CONTRACTOR. PAR rICIPATING AGENCYORVOLUNTARY 	 FACTORY SATISFACTORY LOW HIGHSTANoING 	 ,c40U
AGENCY I 2 ' 4 a 6 7 I 2 1 	 4 5 

I. PSC contractors 	 x X 
2, EC! ­-". 

3. 

Co.ment on key feclas deltrm;ning ro.iiej.
Co':rictor . have had superior under.standing of project purpose, technical qualification
relations with cooperating cointry nationals, and utilizat,'on of partici.Ints. Plan­
nin;. to achieve project purpone and arr.ivals of w,,.11 qualified technician:; have occurred 
wit..out problems. Oniy negative performance factor has been due to late :ibnaiss.on 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 benoming a viable source of
 
financial and technical support to the municipalities. 

4. PARTICIPANT TRAINING 
X 

Cam-ienit on key factors deflermning toting.
Participants are on the job and making po. itive contribution to BAHfIA r:nforrn. program.

* The I),articipi,.nts form the core of a new staff which is orienting the Bank towards an 
,ictive roleo in municipal development. 

5.COMOOITIES 	 I a i l i ll..... 

C*eent n It" factors delering toting. 

l/A No commodities
 

t a 6 7 I1 a 3 
4. 	COOiE RATING X
 

COUNTRY
 

It. oTIU 	 X x 

Cermne!! en hey lector$ del mining rating. 

A. Lmrportanc to the project':; success Is the w.I.lin.-nesl n6 11A:flA staff to accert 
CIh-la: 	 of i n:tiLtition ,od.5 and methods of o!eraton. Althotiffh rtaff has accepted in 
;lipirior manner, reco,. mndcd chan.es have been inplc'nted ho.i;ad -chcditlu in inq..oranl,

anre;w. Ifo.it lovarnmunt could have helped change imrder,,ntion by more vgorous support 
or.projoct.
1. TM Centtv.l .,ink his not pl;aynd tho supportive vole! in the :'trject an orti,:i1.;1llv 
env .sionad therefore BP I proceeded to seek s.>port fr.om the ministrie:; represent­
nd on its Dord of DiM otoL;. ':The deliy:; thu:; cau:;ed h,'ive :lit Ithe pr.)Ijct hi' [nd 
-1chcdule bt have not altered chances of success. Seo ,.innex for full l.icus.ion of 
Central Bank role In this project.
 

., . - WLL LWJ_1 
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PAn SkERIAL NO. 
ILNU 

COUNTJI 
IPIIOJECT NO.PRkO~O5I~O73~AIO 	 / 73'A.C3 P 

ef Other Doees1 
Comne.t oil key flecice detrmining woling

I. 	 7. CGtInuodl 

ull time PCV urban planner res.,ned from Pea :c Corp:;/Honliu. in f,'br,,irv 1973. flo 
cuerer.tly provi ing 3 vol.unteor5 to '..inintry OftPuhlic

,;inc,:mcnt scheduled. ACTION 
to this officeincrease the total numb-v 

."orks Directorate of1 Urbanism and plans- to 

to 8 by the end of FY74. 

IM. KEY OUTPUT INDICATORS AND TARGEFTS 

A. 	 QUAnTITATIVE INDICATORS 

FOR MAJOR OUTPUTS 


1. Reduction of BAN:IA staff; 

Io. staff remaining on board 
includes technicians /2 bLow. 

2. Development of BAIIMA tech-
-nical staff (to. technicians) 

3. 	 Development of BANA senior 
n,.. - taff (to.. short ...
 

COUrcsO) 


I. 	 OUALTATIVE IOICATOMS 

7o, MAJO ouTuTs 


D spositionT'Z com-mrcial 

portfolio by May 31, 1973 

2. I".\! rtliuve"1 of .admin. 
[ 	 nndc.ial, re;pon:I)lity 

f P; airport by Sept.3 0 

19"13. 

finafn-I-	 I....:::A .,tvnr (1'0Hl 
uial :;upport for c:.pitali, 
z,.tion. *GI provilling 
Junds for nationol * techni-

TA 	 GtE rs (Petcentage /Rte/Alolunt) 

UTF FY 	 75 
- FY__

LATIVE 
PfIORt F' TO rATE TO F.10 -

PLANNED 

- ---ACTUAL" 
,,ENFOR,-

- -CE 

35 

46 

REPLANN.E . 

PLANNED 
ACTUAL 
r,'.lFo4M-
ANCE __.. 

0 

0 
_-

REPLANNEO 

PLANNED 
-ATU ----

PIF.IIFOHM-' 
ANCe. 

6 

8 

;IZPLANNCO 

,'LANHrO 

ACI UAL
I'1.1if:OflM-
AHC k! 

35 35 35 
".' 


-

46	 
-

OPROJCCT 

35 
" 	,. -,
 

has attempted to sei1. 	 por
COIAMUT: BAHi'IA 
Folio to the six major commercial banks in Te;icigalpa. A. 

the, are not interested. B.A IH4A 
have officially declared 

banks. In 
in 	still explorilng pos;ibilites with smalle' 

date of ProAg, recupIration
the meantime, since.effactive a 

ort!:. io ha . radu.ed total co I'!.n'-r': .. holdingn
o O 

million to $1.01 m.illion." 	rroin $1 .30 
Cmment: ti:;sion connidr:rs this .iction acconplshed 

, although sone flnancinl arran.einonts dre ptndin6. 

are still being studi.ion alternativesCOAMLNHTCapittl izaL 
c.pitalizati.of esLdblishlng. ;i:e2ptable!:-Lirate chancer; 

:o'ivco by 6/30/714 at h,:ttar than 50%. 
for funil,,, the technical staff, will be

;A:1A's requ.st 
in the reula.inclusi~n 

-. . 

. , 47 37 37 

66 6 " 6 	
' 
A"" 

4 
, . 

9 	 210 9 

0
 

16
I , 

entire coirrr c i dl 

coz'-1 .rittne1 offMcidlly to th,; GO1 for 
calt t.-iff nalir.iw. and 

L'1110. . 19711 0tS ,.,-..ondfvln exacnT ;, 

http:nalir.iw
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PAGES 4 PAR 	 .2-58o-3 13IO0fJAo 
IV. PROJKCT 11U c;'15 

I. Statement of putpuse a cufently enviseged. 2. Same as in PROP? [D YES O NO 
h,' : -vojece purpose is to rcforn the londur.in M.unicipaIl Dink into a viahe in:titutinn!or financial and limited loan related technical as:;istanc, to municipalities. Sea;.

State 226475 of 12/15/72. 

a a. 1.Conditions which will olit when

above putpose is achieved. 
 2. Evidence to date of pcoras toward those cofditions. 

BVMAu I... charter revised (EOPS #1 1. Draft in preparation by 13AN. A. To be presented to
iin PROP): GOlf by October 30, 193;

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


October 31, 1973. Loan programming syntem-20%
 
complete-to be finished by October 31, 1973. Ap­
plications for loans-10% complete to be finished
 
by December 31, 1973;


P4 3. Five year training plan imIle- 3. First training coureo held in 6/73. Training courst
.-.
reented by BA.IA (COPS 93 in PROP) 	 schedule for the first two years has ben preiared
 
and put Into effect. Significant progress in movirn
 
ahead depended on hiring training coordinator, whici
 
occured 9/1/73.
~!. Curdinated GOI stipport for mu-' 4. Draft of interagencv cooneration a reeament "repared• ,i,.i:l develo,,ent (COPf3 #I1in 
 and presented to the interagency co.mmttet!. Ap­?RiP). "proval's 
 expected by October 33. implementation 
should start November 1; under this agreement BANIHA 
and Ministry of Public t'orks/Diractor General of 
Urban Developnent will jointly prepare urban develo; 
mert plans for polar and sub-polar cities. (Cont.) 

V. PROGRAMMING GOAL 
A. SI:egnent IlProromming GC4l 

t. 'te goal is to Improve the effactiv#nc.;s and efficiency of municipalities which act 
3!Z key points in t n.-itional and re:'ional marketing systems. 

J. Will Ilia ochloI .-,,.nt of lb. projeci p rpose make 1, lijnfcant Contrbution to @hepIrgummig -joal. givcn the magniluWe of the nreionol 
p~obiem? Citeovidnvge. | ,:1 tui'rld put'p7ose cired above i

.; 	 an dihectlv Jlat0,; to i pcvJing
'n .ikiilni" :Uven.. ;:np.ciil.y i'; r.gardr [V 8.I.2 above, the project list c.',lccnt­
:'.,L,,.on s;uch .&ctiviti,,:; .t-;i.jrk,:t.n, :;].athrtc houi-,;, wat,r .nwew r ,vntoms', ,te. for

th.,:;i pol.ir o-ri'l citic,- not 1n'rronttv providinrg slC',;crv'.e; . Th int'r'n.t:i­t.ul:5ir,nal coo,,,l,nat ion i,*"rccsnt itli- ::ty biens, dincussCd , will ensur,: ,1 1111 VotVIn1 'I' iCy 
.r-.on nationraL level a."'pnc.l ns with tote:.rdnunicipdil dovnl(,ninnt, lidnia,. duJ .titillof i:ogramm'nj for the aliovo :ierv,,; , plus promote pl.inn1, ,nd ord'-r.,' ,lve].Opiit.t., of1:!,c tolar .ancI -:ub-polar cities. !IA:?'A plans to finance N:l;cail cada:;i r.-i 'or a.11 ol.,r
.-nd aub-pola, citlen, Cour(intilfZ tAi,4E with the planned intional. rmi.l cad.naer. Withi;,re.ved ttx c:uolectlon and control anwl txparidd ,ln3istnce rerourcc:. that wi]l bi avail­
ahLe to the ,u'iciplii,:: throu.,h the recap.itl t.,ed ].IMA, ,ninicinal level inf:'a.trctur 
.,:!~
;I'ovision of 

-
public services should show significant impr'ovements over the n,-;<t 3-5 

_ _ _ _ _ __'__. 

http:ondur.in


Aid 1i6a.S ItO*70) PROJECT NO. 

PAGC 4 PAR 522-15-310-9)39.10 

I. Statement of purpoe s.cutienily envisaged. 

a. 	 1. Conditions which will exist when
 
ahovo purpose Is achieved. 


5. Recapitalization program in 

execution - GOH $1.0 million in 

place (COPS #5 in PROP). 


6. BANMA acting as municipal fis-

cal agent/depository (EOPS #6 in 

PROP). 


A. 	 Sintement of Proge'm..ng Goal 

U. 	 W.II tie nch;.,vemen.n of tlhs preect pipose 
peoblem? Cite evidence. 

PAR FOR PERIOO 11/72 CO PAU SCIIIIAL HO. 

IV. 
9/73 

PROJECT P(JRPOSE 
IPRAI 

2. Sae as in PROP? 0 YEs O o 

2. 	Evidonce to date of progress toward trse conditions. 

Other-agencies will give highest priority to ac­
complishing projects specified in thn plans.


5. BA!IUA intends to submit formal application to AID 
for $5.0 million loan about 12/73. GOH counterpart
 
funds currently being requested for 1974 GOlf budget.
 

6. The ability of BANMA 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 

alee.significent conteiLutien to the pIoegromsing goal, given Ihe mognilude of Ohe national 

http:522-15-310-9)39.10
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AID IGCPO*ZS' 110*7011 PROJ9CT NO. ]PAk FOR PERIOD 11/72 ICOUNCTRY PAH SIIAL NO. 
PAGE 4 PAR l522-15-810-039. 10 /73 111 "'U'A" 

IV. ?rOJt:CT PURPOSE 

I. Sletement of popoee as eur.ently envisaged. 	 2. Some as in PROP? 0 YES ONO 

o. 	1. Conditions which will exist when
 
above purpose is achieved. 
 2. Evidence to date of progress toword itese conditns. 

Other agncies will give highest priority to ac­
complinhing project.; specified in the plans.5. Recapitalization program in 5. BAII,,A intends to submit formal appiication to AID

execution - COlf $1.0 million in for $5.0 million loan about 12/73. GOH counterpart
place (COPS #5 in PROP). funds currently being requesterd for 1971; GO1l budget. 
6. BANWA acting as municipal fis- 6. The ability of BAIMA to progress is linited by thecal agent/depository (EOPS 96 in lack of a mechanism to make bank services easily
PROP). 
 available to municipalities. A correspondent bank 

plan is now being developed. 

_ 	 V. PROGRAMMINIG GOAL 
A. $1olement of Preyyhmming Goal 

U. will the echiovement of Ihe project purpese met a olignilicent centroLusion to the lwogroming goal. g'ven ih megnieude of is. nationalproblem? Cioe evidence. 
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::! I . of 
:~sr'j~TtF:~:TA~eNI.C ,^TING COUNTRY 2. P.1CC 3.;EPpQ.'C UA Lf.-W0~ 

P.T I - ;;34. S¢IEDULE U'4INICIPM. DUVELOPME.IT 	 039.10 8/31/73
~~ .. (~:.&QNI'~? 	 0. ACSP... IOLC CCOOPCRATU40 COMMIIIT AGLNCV .C.LiA%I ~:I:ISTE~t 	 OF GOVERMM~EIT: iI:.STi7TT... .,-;LOP;l;tI" OFFICE, I :N, AUTO 0US IMUICIPAL BANK r P.ESIDENT,. CITRAL 	 .. ....... .. , "
 .... SNI . 1" ' . 

TPaGT D~ES 	 TIME SPAN 10o,..))
DESCRIPTION Of ACTION 	 AMON0.; STEP$~ ACI;ON ...... 	 r_'73 FY-74 F'75 ­

-S.." 	 .- 12/71 2/72 12/76;'" 

S I& :f 7 .:!cial Portfolio /__AMM __7L72_ 8/72 _12.L . " 

, Sc'e:.1s prepared BM'INA 1/72 3/72 10172b. :..;3:i. :icns for sale DIM& 8/72 8/73 12/73
C. cC11ect.-- ce-!-c,11tA 	 7/72 12/73 12/76 9 

2. Ar;:rt Traf's:'r 	 2/72 9/73 12/73 _ _ 

a. E*-.';A PReuest for Financial Adiristration Analysis CB/BANHA 8/72 10/72 10/72
b. ,!z-H):'A? assistance in analysis 	 AID 8/72 10/72 1/73 IC. Z2:Isi~o by S:-i to accept a reco=-mndation on Transfer GOH 12/72 12/72 9/73d. ,%.:':tins :a establish terrs Transfer 	 GOII 1/73 9/73 10/73
 
a. ae.-,t!trizatlon for Transfer GOII 2/73 9/73 11/73
S-	 ra.sfer / R.aflnancing Actions Completed GOH! 4/73 10/73 12/73 

3. p.rs."nel R.educticis BII1A (Reorganizaton-e.'tMA W/AID Ad.-isor) 8/72 12/73 12/75 	 I 
a. Personnel ;educed as co--wercial portfolio sold BNMA 8/72 12/73 T272S ­b .-vised staffing plan designed for new objectives ar':IA 10/72 12/73 3/74 -


I c. 3. . 8,;cu:e 12/72 12/75
BNIMA 3/74. 


14. . 3; Syster.s - Asset Control/a.'-anaSnt Informatinn System 'fBR../ -51? 7__/72_ 6/75 __i 
a. na;e I Accounting Procedures - IWstgn and Parallel Test AID Ady 5/72 7/72 10/72

w accou .'n Proceeures AID Adv, 10/72 11/72
c. rortl. 	 1/73.nt Supplies Controls 	 AMrJ/!..A'1 9/72 9/73 11/73 
d. ;.ecc..cile :Ikco .. ts/Refi-e System for Financial Statements AID/BAIW 7/72 9/73 12/73.	 :art-..cntal Cci-rols-Cc.-n File System AID/ItF 10/72 1/74 6/74


.et Systc:. & Cash Flowj Projection System i;.''ND/Dr10/72 1/74 6/74

S. :.-.a-::..nt RP;orting System - (Vufn ILsources 	 AID/i:i4 5/72 4/74 12/74a.- ?porting 5ystemi External Capital Sources
and:r:rol 	 AID/BA,1'.P 3/73 6/74 6/75
 

*i. Scsz-z Audit ior Revision & Feasibility EDP Applications AI/i3/1.U 9/73 11/74 6/75


I 	 !,Li- -a, ;'. c;n An.rnwsd - tint nart bas, r'fnrp. f -a f.3 f'llrev'nn"l 

Be St Aallable~~nel
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F page 2 of 4.:::ImI71 Z~C !MLCM,1T~bOANIEX 
liumUell i'3. P111019L1T 14. 9^Ic~\erW1. C00PrflAhIUG COUNTRY Z. I'llaicT I[Mr 

"I._i3
,I ; !,CT1..LE .,EET,%T 0 PLAN 

PART I - WORK SCHEDULE IDURAS IlINIICIPAL DEVELOPMENT 	 039.10 8131173113 
210" nCOUWaTRY. 

NIIIISTER OF GOVERNMEIT C..LC .. Po. O Z .U AT-lU, SI LSPONSIO .C COOP LATING AG" ICY 7. CQO.YRATIN S C .	 I VAF T 
c -. ;JLCY i14,AIL­

" -
OFumCER•;E','[Li.?TIT I IIGDURAN AUTO-1O;"OUS I-JUICIPAL DWKAK PRESIDENT, CEITRAL BA.K 

~~fat. ~~ TARGET DATES 12.TIESA(,;.I 
T y 

DESCRIPTION OF MAJOk ACT164$ OR STF.PS _ AGENT _ o~ " 72 LT!FY "7 Y7 y
ACTION P,.i *'-. I C.. o. L:, FY- 73 ' Y" 'V_..° 

_ _ _ _ _ =Io,_ 

:, _1 ___ 	 P-_/-9e_,_ 12/7_ __i 
_ 	 f 14/IP',3.A 92.eci.nic:l Assistance Capabilit __ 	 . 1 072 

". .e/,72- 172 4/72f 


. ,'cp and Initiate Out-of-Country Training 1 ( 3/72 10/72 4/73
 

. --ar i.t.rn-h-p - t-n-job Trainin. t37 r/BAMI D ; 3/72 4/73 4/74

Paralel 	 1/73 7/73
CA7 6/74
 

5/73 12/74
 
"e-eGcp i -.n: Para !e t3 CA Program (See 0 f*llo;ing) 

e. .elcp in-Cou&try Training Plan (See F following) .'OG/A'N, 6/71 
I3xAUX/PC 1/73 7/73 6/74

f. elcp Coordinated TA Resources as part d above. 

6. G0 4 Csntribution to B'I'IA Recapitalization (See 0.2. following) 2/72 8/73 6/74 	 - " ­

7. GH Provid- ie:e Sojrce for B;'U.A /3M, 2/72 _ 3/73 6/7', 	 , 
a. 	Pe-ienue needs anatyzed and alterr.azives developed AID/BXuI- 11/72 6173 7/73
 

i91gsla ion prepared r'OG/.OF/C" 2/73 • 8/73 12/73
b. Alternative selec:ed and 
CONIGRESS 6/73 12173 6174
 c. Legislation approved and in force 


ev.lop M....a t Staff (Short Courses) D 12/71 12/71 6/75 	 1 1 

AID 	 12/71 6/75

b. "i.e1 A. r:;a - i'anager 

AID 	 12171 6/75

c. :frfn L6;)z ; 1ia - Loen Officer/Controller 

J10 	 12/71 6/75

d. .:. to'rai - !nternal Auditor, 	

12/71 6/75e. r ,*-.;,part Staff 	 A10/I.ZG/B/. 1/73 2/74Cl:iCarter Reform 

1. ,*.,.ysis of B;:'A Charter in liht of CB &AID reports & e.:-'A;
 
MW/AID 2/73 7/73 8/73


5 - 0 ,cr,'r.t.1e:e 
.- c of C",.rt' r !," ri, Review e.,, Prelir. ary Draft of 

3/73 8/73 0/73,..C'atcer and Stao:..t cf Purpo;e 
. ccii 4/73 9/73 11/73and kenderinS of ';ritte OpinionsC cszl.atn 

•. €-si-era~ion and IncorporatSn of Written Opinions into Final 
GodAI D 6/73 11/73 12/73
rv 

-..... :-'..1 P'11 tn C:,Ucil of Str.te --- 1N7!1 - -. ,
(CCS) CO. 7/73 12/73 1/74 
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PART I - .,ORKSChEDULE " ,10:JRAS M., DEVELOPENT . 8/31/73 
.4."Alon . AcIpoqSIBLC,C "PCtAT.ftG COVUNIT ACI.CY V N. COC,03LIA ISIS .# o 

-I ,", INISTER OF GOVERN:.:'T • X C,.,M.L;AIT ,L OE;E:,'9;1:1T UFFICER IhONDURAI AU ,O'0S. :iUcWICPAL 3K PRESIDET, CENTRAL GA'K I. , -
SRIMARY TARGET DATES .IM SPA.HC,.....,)
 

.SCatIPTIOX4OP MAJOR AC7ION) OR S.EPS *AMTON P61'#A
0 -o - - - - _ _.. C.... r^- Vy73 IFY-74 FY-T5 ,-76 

:ecf--.ical Assis" ,:e ProviaJ (for Reform and Prooran) /71 -1/72_ _ /_AL75_-
I. Financil As. lysts . ID/A!D/ 9171 1/72 6/75

&. ecriit it - Initial Survey AIL'/AID/1, 13/71 1/72 2/72 
z. Follo.v-. Visits on Progress - Evaluation 'IAD/AID/1 7/72 6/75Baning Sys s Advisor AID 6/72 6/72 11/74


3. .,nicipal/Ce .tal Prijects Advisor 
 1AID10/72 7/73 6/75
:. ka-irnal Plz .iin Eco.=;:0ists - :'nicipal Surveys & Analysis lID 12/7l 6/72 9/73 

.:ra-nlns ant. 4.ecial Pro.-a.:s Advisors (AVECI) AID 11/71 5/72 6/75

S. E;,4i, -ent AGisor - (See D.3.a.(l) following) AID 9/72 10/72 12/73 

3,.i::A .ecapi tali ::ion for sunicipal Ceveloiment _.2/72 Co tinuc _
 __.1_ 


1. Recovery Ass.:-. from Co:-rcial Portfolio/Airport(Al. & 2 above 12/71 2/72 12/73
2. c- Provides :-'ditional seed capital (A.6. above) 2/72 8/73 6/74
3. AID Loan 2/72 2/72 6/74
 

a. Loan Application Prepared 2M.I,'.A 2172 6/73 12/73(1) efr:. Equipment Advisor provides Plan/Ccst Estimates AID Adv - 6/73 S/73
(2) Advisors/Staff prepare 5 year-Project Plan •D/BANVUAl 10/72 6/73 10173

(:) Dra" A:lication Prepared/Subitted GOH review \ ;'TV1.A 10/72 9/73 11/73

(6) Al1 '4approvals/Planning Council Sent to AID SECPLN 1/73 11/73 12/73

b. 1R.( Prep.'-..-d, suomitted, approved AID 2/73 9/73 11/73 
c. 1:tssion Laan Paper Completed. submitted ID 2/73 9/73 3174
d. Loan aut. rized 
 D/W - 4174 
e. Asremen: ".isned - CPs satisfied ID/GOH 6/74
f. Disburse, ":ts D0 6/74 Continuo 9 

1:-.nicpal Surveys and foalysis ._1/d:-------- Continuoss__ .... 

--~~,~) :.A 
1.First taG, Ion-U advisors' assistance) . 12171 11/73 

___ 

a. Cata,C;ll,' ion 1/1 6/726/72 9173
 

() Coll. Existing Fiscal and Economic Data 12/71 6/72 9/73 
(2) Sun:.. .n.with Other Available 1ata on Population AID/Adv 12/71 6/77 3/73
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Ftirthne Qvidone-C f '.I;..clon to aszvn :-. n-1 -, ~~Crn a~sd
 
fiiacia1. oblig~ations is 1.... i-aveatmct 
4url& W^'1.1 nItltion to
ircprove and ext'rd tha runvay .nnd 	 rkcons truct p ellljtica 1Or GO&U 

atill 1 , Lh,.' by 2!.
 
1973. In apito ot thcva eLal3r;, d the 41..sioii couasidzrs thic
 
as noru realized based on tkto Miniicn.a ±.ttar.
 

rmmto 	 are panding %1C cl:-c:c wii1 be co..rLOted ENicamber 

Prime? 	 to M~AID invvolvement ia tM.W latter rwn c1,.racteri-xd by Intor-i 
dicCrgaz.iztion, ovraLOi, mad ai we" chain o2 ccmm-md, ~aLIn turn
proruccd a1 lack of offect.ve c.-:- --.nc-,tci inefficieicy, lovi cl-)oee rl.i

.ind output, plus a general oxcurin1AV oi ril B. objectiv~n. It waa

.4Lf1ficult to prepare an accurato ~ .ncui at that tiiat. 

Since Januntry 1, 1972, rcorgnnizatian and stre. minins efforts have produced

a 
not reduction in '9gcxj;!p staf irom 4~5 o 35. Theuoe r-C.,uct ions in­
ciu !i-. four empoc fromg t~e Shaa Io0clo "Sat.311itn' brancht(ihichi tao uclosri
in Scpcomer, 1974 ono secretary, riirc.2 cierl=, mai teller and twio draft).'Itn.

Qac oZoicer ctimrcntly on "Io~"to thea S-in 2clro -.Lr.-.rt will be reintrto
 
upon transfer of nirport adi~nittr.atioa. Tihe San i'edo Sula br.;w'.Lh staU
 
W3d b.an reduiced fromi 13 t:)'11 in, tho s." 
 !triv~d, and will be redluced, tn I
by 12/131/73. This will restilt Al cm cvraIl staft' rcduczdon of 16 fron !3
 
to 42. However this total dooz not c.The. into accout 4 ncit AID) trained
 
tc:cicans plus a. 3c rtav are/fia4t y chu;I:-!,cd to =122.1 payrol~l
 

a~'prnarph 5) but who will. be s.:, &:,dIn 1974. Adlding thoze 	5 ai 
ti'nmj 	will result i4 pa3itloas a of /74
 

ma.aaraint.1 prpac-1 chart whiticl&* 1;'i
anu org-inz3?atn to'k 4;eLPart.'
MNvzr thot it incI to :~rente to oicri.-nt its jro";r.ia nA a r.'mizipai

d C. b rt Job e~i,;;~i;ttora lhv pzcr-nrci !*o. all ~~z~l 
end th~ togIjhor i~Lth the or~t-tirationni charr. P~di'a i~iiary

re-i t~ill be ~nLItd "lyto tho :;_-ird oZ DI rectori for .- av.ii,
TN v- o.-n.ation. plan i!:!.nes 35 pa=-.ncn.*ts~iU ist.~z , 4 dce; ci.­

~uc~ c~~: nm ,'#.ni3 office. Including tia Nanins.r :"vl rr.-.: .'t
the~ 1ank will hdV-O- 31. eimiplayezc. V-aiie roduction~s ui personnel onia '.!Z1 

rctlia levecl. reco~anded In the 24,'P W1TaA ma ,-ermnt hnsi c-.'tloped plaru3
w'.c!%Xtusion adv~nors otgreeo will ho Teau~cd within a prudent tfra. 

Stnr&4n'3 In 1974, the Bank urill newrzo as pox-inent employees mily ttoo i'hn 
mo Lha ireltitrwients of thft job descriptions approved by theo Lcird. (ILLY-­
pcror1 neede~d to followe up nn thua recoivery of the comir2cial1. =-orfolio
i'.La b named an tct.Vorary perconnel unLIl SUCh tiMO 4s their aervtCC3 Ace 

3tevrr neodcd. (See Organization Plan, page 3). 
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,f r(1) o'l Co:'orcnal .j... o, 

Detailed analyses of the co'in.rcial portfolio -,nre prepared by AID/RkIiI.t
advsors an of Septenber CO, 1972, ,-mry werea u tIblC dolivered to 

l's Board of Dlroctor3 an" to h (tral Baak in late 197,.. OrIgiPal
AD) strategy c4lled for the Ccntral. r. ;.dc to ;ct a.; a!,cn for v-h1 portfolio
sala perhaps by taking it into rccivahiy and a :,v,.ncLn- r\. a fair 
auount pending ul:imate sale or transfer to a c,.-tcrcial bank (or bankzu).
Maile auitin- help the n;,nk, ILWNAL-frcmi Central cnr -,','.Cnt i rovcd the 
repayrent exv,.riunce throurth be'-ter" ,ollouiup of inlividuaL loains. When
the entral Bank's help did not materialize, AI-A\'s t mnz-cment attanpLed
to sell the portfolio dirccaly to all privnte ba;kai in Honduras. 

For this p,,'pono, the 9/3:/72 -n."lyses were updated a-ain by AID/fE1
adviror,3 an o~ 6/30/73, and srm.arie: delivered to -Z:'s Board to estnb­
linh guidelines for ncgoti..cin. Of iers have been tcndered to Cleve;, IM::Uk3,
with 6 negative repliCa. Althou!'h fivr replies are still pending, these 
represent small banks wtich we believe vili also cubmit negative replica.
Tile recent tight money situntion haa ciLoly not allowed the private bainks 
to consider ne, lending to their prL;-a let alone aquire acustomers port­
folio not wthin thei- normal bankin-: practices. 'his, coupled with the
official repli.s received, lcnds IZ',Ai\ managcent to concluda that it can­
not soil the portfolio outrighL a6' aay easonable price. 

Assu.J4n; that tile pending r'-.)iee frmi the banks Lhat have not yet respoMa d
beei: out this canclusion, rA'.:, hn bee.n iollot:in;, cn alternitive stra(tcy
for r icovery of the cotrncr..ia portfoLio. Thin i3 discsacd under output(6), .BA'H&'Rzecapita1zntion. 

V.hil.i attempttni to saol the portfolio, 1A;<L ha,- .a1.-:to all r,,!w con,.: ec:Lal 
lerlIn,. Covrircal lcv-,,. stop,'-d Tc:-uci.. InIera i i .,be', 1972Ai I ec firta ire bcing, , ro,' . tow.:r: sollutctL ..- , where ,I: .s,;. , ­
fiv' ,ocln,, of e::iatinr loani. On Au-:7.j 15, 197.3, l *torp,,.,ls\h\ co;,u,,irc'.a..
lc'..-int at Vid, .C'c thereforithe :;,in Pe'ro bra;ah. :'iss4cn ccitaider3 .it 
O,1t; of it4Lprincl.p,. ,--g, ttin, An A, ,.t c, the Ce r.C v'1clal leVIA;,;
h:; i,,aas--ha3 hccn achieved. rrutj to the prubla= L-u-rtioned 'bb--vo, t.c rc­
co:.: frcm7 thce loans will, however, tako loiuzc" than origimilly planned. 

(2) , ._ r_. ,.c 

%*'. Miusaon hmd c qcted .".% to Ne cut of =mnae.Ucnt and Eluancing of-ah
'.I., f:dro Sula airport by ,.t 'brr.0, 1973. By a letter fr,,ri the in;.bjr
olC :,a.4,nce to the UJA.Z DJ:'.ct..r datct 9/5/73, we Are assured 'hat the C.M 
i:.! Li '.: uine .iir'rt /nd,',;.ni. rsrio an, o":,"',atin', '-.onslbility. (!.eo
p. '..'. 4,). ",'J.n.il ,iiC. i t of firOf,,,.:a ar nt ..Cs Involvi : ;A!.,r , (.cit ,Ltoic, , i , .a .v rcr:: J'a -zI.L I ,..d,.. sr,dy,. Y t.,43 ;: , C t, .. 

" . ,,, " it!,, i Aii . -itcrju a to . t*... :.' y culti"C- '. L . 
.,,. i-t ,ity ;)(: that ,: . wiil nat r.alizu an; ' . ; ' ii. . ,
i:;.:.t.ac r in tC.- nlrp,,i. 

http:nd,',;.ni
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Tho UCo, cantrail accountig rytcn 1rn been~ Ini.taled be;& i Zuctloningin 10!72; veflne1eni-. and acZt~nra being frmpicla,,tcd or Ctudiccd. ThnCuJor r-dvantanial of the new systC.' ar":
 

- fn~ntmntalizaton 
 Of d.3.t!Y fca~iunctions~, for P-ae and accuracyor Pr.;ae plus A Vmoru CylAa'iLPC t, of ~rC 

- greato~r control ovar accotraz; 

- 81m~lificdtiOn O: the audit fu.nction.acnri a corrmapondine greater easa -in 
docur-nt ret rieva~l; 

- preparation of zmora a!curv- Anr4 uiaanintul finanical atztemte; 

- A Mora suitable base for cvotuaj ciavoKp.Ont of 1mnasce~nt revortln3.
 
80mcutat less taa.g1,le bZj;; 
 .'the~ inereaved mbl, spirit of coo-ae­ration, and senaa ag renpmai~lbUlt maung Lank atuif reaultins irvin lntro.dIuctioii of tho im~rovctl3ycz 

of tlw. S~n rct~ro 6'3il branci ~r co vuia1,~hara lie will tal~mo a~as Chdeg of Opexa~l±ons. 

trainini;Oi 4 rv, t::chnii]-. it.- at &%.!A Thin t-inZ in­cludcd G monetio o~l rolo~arvataon.i'.u-
t~t*!- III at m~imic.l:at iLm.;i­tie Un,5A'-1 &*afo".0a;,!C1vid,".., aac.;a
'Ila 4 r~vii ina ,- rcco~k;:-d f1t4rhl -~- :.'Al thow':;I% cum-l ';u-Idvd b;1,~ /z).Z 
uwnts cor payfn- th:AtC ea21rLL, tra- ~ . ha~ve bc-a-I ie 

,;tnUh~'~j~ 0O i2:to~~ Oo~ : .rI? : 12va ro' .. 

Tito priaciple sourcas of A-il uni..lLor new Q~~ ad idn?. Vill hon 
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5Annex "C" 

(a) 	 LAMNt recoverteri; (b) C-0~1 cn-J*.:t zrarnsfer; (c) cc,%iniutng w,)ftal­
12atiou sourco; (d) ani cnra lo- * 'Tli amounts ex~ected to be available 
Ait the pro~eate time ar as foU.4.3: 

(ini 	 $000) 

(a) 	 DJJH Recaveries 

Coiruarcia1 Portfolio 350 251' 50 

Airport Contingency 7i~ncd I ,OCO 	 -

Wb 	 OW Capital Trarara 100 500 400
 
(loan counterpart)
 

(c) Contining CaptalizAtion $ourca 50 200 300 

Wd External LOAn 500 2,500 2,000 

GLven the munceatainty involved in ntzeriptin3 to '3ec'ra nnl cn~tarnl t(cc.ytal­
t~r't A1; t' x-C- cutltm 

-.4mductlIve nasts that vould ui'.. i to Uva Lhrrmug, t;-r nogot~iitioa pc:iad 
atu! beyoud. It hac n~utainedc... v. vvllto1,2z',i .Lc o.l th,-~r :-'A'Lui 
at Gay- 25% of book va-Itte (at *V*A-7 ..rice n - mt roccomarily a barrk -

L2 '-A-*miPlt be foundi) Vw 1,it-advisch;' , eventim'l .y proved wtu:'aco5­
r*.,1, for any ma~son, in obtaini- it .~-~~~ oano~ it tol wulI Ibcn:i 
close its E'.':'3 TI;:o hion ct in tshxr. o,1nioa. Fairtharmor,.- e :on 
trinsferrirg the Sanu t.Ara iu1a Atx:'rt to tC,. Contra. Go.veiont, w;~'iii 

Inc about a fourtha ofi Its curv..a; £ iew.2, w4h'.xh wili turn a e=all profit 
fromi current operations liato a low 

Civen the n~v .!o1, 	 Che COurne Oz ctosftu3L1n 	 1h purouoed 

for 	recovei y of the c=-iercici :Ll ax.1 r.!P~rt invcei-'acat: 

W=)'UArcne3otiltnd tho ft 711/ 1; i 	 thimt -w~c p~l 
VW4, _--i a3. to b-o~ 	 of aa. sa fcle: tni'~0Cvae cant 

tivi -,-rab~ ni.-t 	 I'a 

to and tha piperwork .. :: e '.bd. I~i i . . 

In 4.": s 

by ti;: intnicipa~lty of S-n -atu tI'U3 tXC..nadn, unLil V3Ju 
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at. -i l to-c AhIIIJ~~Mnex "G" 6 

period for neeting that, c.pita, Vmq',tion, and elhminatins the
nieessity of makir,'j capital Pa&A.Wit, i, foru thcn. 

(3) 	 Whhile ronegotiating the above cuign|tons, 4AIJ1 A accumulated more
than $1.0 million which It is :,riiac;.ining in ec.sily coavartible bondsIn case tae above bonds and nots proved nor rercjotlale or in casethe Central Governwnt did not t-.t- over the ;.irpurt d-bt binfore thoseW ilgations came 	 'u . liu-sc bonds ccnstitute tOr:. airmort ccntingcncyfund 	ad are considered by ANA:A :,1aark.nt as Lite 8Iak's contributionto the rccapitalization plan. Aidi.nttcii It suams unlikely given thiFinance Hinistar's letter, if ;,;. is ablo to recover it: directinvestamnt of $950,000 in tha S,u Pdro Sula airport fraa the CentralGovernment, that amount will a:o 6c considered as part of the rcapital­
ization plan. 

(4) 	 iANPHA has retained the ceaiwrcial portfolio for collection purposes.It has already rmcovered some $300,000 In the past year and projections
to 12/31/73 show that the 
loan 	balanco will bc about $1.0 	million atthat 	time. Approximately 351 of thuse loans will be written off as ofthe end of the year, leaving about $650,0GO to be recoverei according
to the following schedule. 

;J.3ionce projected to 1./31/73 (after write-off): $ 650,000 
Recovery in CY 74 (projected) $ 350,000
1(ocovory In CY 75 (projected) $ 250,000 
Recovery in CY 76 (proJected) $ 50,000 
Dy contrast, recovery from. outrigt salo of the c€nmercial 
portfolio - if a buyer could be found ­would lWave this picture:
 

Balance projected to 12/31/73 (beforc write-offs): $ 1.0 million 
ecovory In 1974 $ 250,000 

Further recovery
 

Tot fticovery 
 $ 250,000 

1) 10i C,:)ital Transfurs 

v.lau.n a 'ecapiLalizatio,, loos is applied for, tho Ilission vill :;%Ck cffi•cialr.,;it;o>nt r Io,, countrp:.irt funds. Tiao isaion b:lievas skdui coxlit­
nxmwt -ii II be rad'.u at the appr.,)riato timge. 

S) Contint:n C.i)i lization Soutrce 

The G0O is ccnsiudoring several alternatives: 

Best Ava lcb1 Docume t 
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Annex "C" 

(1) 	 The r',i. staff end AID adviucra have drafted a proposed net, property 
tax law. Its win features would be the follownn: 

- An incresme of the tax rate from 1.5 per thou and and 5.0 per thousand,
lowering the, homeower exemption from 10,000 to 459000. 

- The BWU,would receive 1.0 per thousand of the 5.0 per thousend rate 
and the prdsent le al olig.atiou of xmnicipaliti.i to contribute 5% 
of their revenuea for IAZWA chares would be elinintited. 

Action on this alternative, if adoptcd by the GO, (. mepected by tha 
end of FY 74. AccordLn3 to ZHiasion cot-iites, this altn .tiva m.uldraiso ticarly $1,C9,0C:0 a yo--r for W:ri'- and th aii con.idcr it the 
most 	desirable course of action.
 

(2) 	 3AL4a's current ca.i1ealization cource cmld"be made r'fZective. To do 
this the 0O should guarantee the minicipal S4 contribution or 500,00,/ 
year, whichever io greater. 'is would be the minimuu acceptable alter­
mative. 

(3) 	Third alternative is continuing budgetary transfera by the CR. Past 
eperience leads us to believe this is the least desirable altenative 
due to the ummus demands an GORI budget resources. 

.sed on project progress to date the Hionion bolieves will beAI-!;..L soon 
ready for a loan. The schedule fo- prescutiar, the 1= Is .locusad. n the 
test of the rcquest for PRO? extesi.an. 

(7) Velgg ar t a e ,nne stoite 

Primarily through invitational travel funding., USATI) has provided cotirsea 
end observation trainn for uimewant uta.l. The Presteant and C.! F. nk 
Internal Auditor vivited Costa Ri,.. to obverv operationn of the tnstit,'tta
of ?unicip-l Asiestenco and Develepsent (Yr,-). The &a offici adcuced 
tho Inter-American Seznar on kvia.itinLcipl (Caracao) and the Inter­
k/oricaa Municipal Conierence (".1o do Ja&w*i r ). In connection with t ie 
sno trip, these two officials id their ,.-%trwael to Euuos Airr.3 4nd 
.'..tago to observe municipal cr-Adlt pr,,eduiuq in Areentina a:,d Chl'. 
U'AI) sponored the President's anl I'ten,al Auditnria 'attendance at the 
11t4teroy Institute In Mexico for n courza ir.14tictunal Ac tinistrat!.on, pi s 
tr;7ol to Guatemla to visit the National Devalopmn AL-uInistrnton Inotituto 
(J:L';J) nrl the IiurdcipA Dcveopi'ct Insttt (.:"::). Iii at1ditF,,I L.:AJ.;; 
r:.:: 	ored rt-endance of tha.F rouldent, Audl4--n, inl Fms.?,.-r to the rn'tr.'l 

Beitute Public 	 (ICAP) cumes on Pu4tc i"ica-'icna ,n fr 	 DmLnistmatioa sc.rpri±;s g1anagammt held in W)Isoa FinaiLy, rnaa -,-=t o L ava 
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Annex "G" 

bren Involved both an pawticipa.nts rnd Insitructors tn local . iLelpa1 

Aasc.cluon (.%PC). Withtin the ucxct , rmonf.*is, 0.:'c ?ren2it t,-.:y traivel 
for? Aq,"roximikely one month ra Xu.rl.( i StwdY 4t IO! NiURLCIpaI 

may bs Provided a. APPZ*Priate Ugh lcvcl ccurLsC8 ra &=~uncad. 
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tit. Ndved Harociulo. Director. USAID/H Octer4j1973 

Mw C. Sebout, Rogional Flusucial Analyst, ROCP/IG 

lAkoe fhmddifai Autenow (BlWM) 

In aeeotdanee with yew oral request, I havo otteupte to aalyue te.
atent of'SAMIA' ptsrssp during the last year. toward bomeind i aviable Institution orientd towarde providin8 finacLial ad lUnited

lm-zelamd tedhiceal iistanme co muidpaliesai, To emtsblish

SAIMNA's eafditLe a yeiw ago befOat USAID/il grant oate aCwop refoeIm
 
mo ide to tie Xcl K1/Rb 2eport of Financial Analysia doted May S,
1972 ad to the Uobod Kee, Stratogy Paper doted Aug st 1, 1972.


ANI'ms piresent stattewas accertained by diecussiAms wvth die thaee

WSM1/3 finamd advisors %o have bee responsible for Iitilattx Ain
soiterftdhe implem ation of changes and by rorfovae to,the Mttsim 
-my-podea-_ fd eaSga8 file. 

IV VoteI emaelsugic to that BAMA h.t mi%1 m t'pvot 'i than jqwitcrafted
during the last year and that this evidence of miar,. ntoo cpabilio.ad
ltent jmtifies the eztension of grant aquint nc. for at least one noreVen. hm de duare-frnr snalygsa attached -t this on It Is cear

diwt significant prosgrse has been undo on fiva Al the &Wit vaj.jur weak­
e b/shilht, a tod Stratety Paper: DIA I. well t tie way, to
dbMimpaglag Itself foseo atioort; iwprot 
 o ke'se.b Wade i n il.._eai.Satioml" setmactwe anc utrol of pomonnal puos.dions siat.'tan l
omsap hew boeo tdm to effect adeenting eantol jad provide 
for uare-


Mee lnfomostima; the ubelous of a techeical ssisene staff in to placd
ad pvodsi g; and tq w
m'ea has already reoed weluAle mnaficpalkvlaml asitningm nd £ fsl riutic. 

Wua-p ~ onr ebwiese then $AMM's program, boewvor, aft die vitaelsmnta mi sdaNg:s after the sucrooe yer. there is. aasurznce of
the finanoog mequired for the cusrent TA staff or the planned .2uditims;dre is, o emtwaot from die CCU relative to a dcoandaale revenue sourev or the noensary reeapftealiioes; agreemnt has yet reeed'to t 
e iat-rraseay coopeln im and &%e setting of priorities; mad actu41sen an the parcfolfio and the airport (if any) ha'e yet to be ceaUad 
and tmvodr. iut X0ua1d4 esi for Planing prposes. 

1111' .4twde't we irh ot the m0a8iiag1.eungge I'udkcatcc that RAMfA C1Irn"IOgC ]Wbe' egiideved a .a4'01ae. 9oc AID lamessitance and that its coal of 

http:cpabilio.ad


%f~~ftaViable Institutica oriented to mamicipwi1 developme~nt is stlsaanc maway. It ia L'Porzaznt to aicte, however, thaat til Institu­tion ias eviucnccd a atroa; =%&' ,iI~i~iry -.0 v~ke whatu c1hanignic could, iaternallyl, arid ;-o- taken the initjat-Iv cn thic:.'- chnnigo3r%qwllria, the., cooperativa. of Cie CjU&,. cUoat .'~A thatOU Me vital viaing elei-.ents wiuire uoua dc,-rcll of WI)!cwo-or.tLonM&inemmitusnt. Mio. officials believe that clisi cooperaUian will b'oforteoasg In the very ne~ar future mid, if the ze sx:: '. o.i b~eveil M Its.a t sieidwinS Its goala of nr.*renaticon and viabIlty. 
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"11" PAGE4 

;.'-T$;: '.': ( /:/7 ) ,:D TA %.-,E'CATE
"='. !.?i. ( 5/5 72)1
'* : Z5 P U /-72PIP)/AZCO:2'LISii1 
 REVISED DATE
1O DATE 
 PER 10/73 PIP 
 M MAIC TO BE DO:;E AS OF 10/73 
:;ew Accom.tn Co .trol )'Xq74
!2kfor--a'..;n S'steas 

and tLev Control acco',wting system.- including June 75 3euainin, tasks include:
a system of daily inter­
&'ste. Gf acco,1.tng cantr~l
) Dsin aneinstall effecti,.e ideprtmental 
 balancing installed.
Will provide imprcved budget for- Analysis of old balances, inventoryir;cudin , coctrol over cz ital 
 culation ard contrlo 
 and a base
&97.Sts 
 tri&A&:nceZ and a cs a~ da accrual procedures, runicipal be:.dfor Improved cc o '-,t;ro.-a: yia:-icd accruals of managemnt reporting. i n C a n d contr o l syste . das "gnof additional cantcent reorsb.Detail of capital account. control
uc:z. aid nczse. development of an operaie Ysteb n of capital accout and control offus rzvida an accurate basis ionscashier checks establihed. Coplete design adfrpleaentation negotiation.of a ,,Former SPS manager assumiag correspondent bDirector
b) Analyze all old balwices in- in& systen.


cluiding of Operations positie in Octoberthe capital account. 
 1973
 

-.. 
 SPS z nger to effect
ir; o' ..n.
 

lcpruvv tilir.g syste.s 

ility t o Coordinate5. 
.ad 

o -arch 74 OrZ.&=ization is rcorienting towardsi',.,';ide T,'.,iAncal Assistance Dec. 74
ur.i.ipal develo;rant activities and 
Actual co. ::-.-tion of ;r.,,..with G31i Agricuiture -
-) : oror'prorating TAfor €orprorct TA reco .;iesneed te coordinate prior­ uv ! -Jp,.c ""peinob) su.p(izi, evaluation of itis with other agecies. 
Has draft
of pzoposed interaency cooperation copleaion of srve. .. J , ,:lation initiatej.
agreement and list of financiable 
Provision ofc) ::eeJ for long-range coordinateS funds to na,:ortprogr z proje:ts. : 

TA Dept. was initiated in April 1973 TA staff in
with fur specialists who have initiated ea-- aiC foriuturt
recruitment and trair.1.32 of additic-...
Posaible need) for naw organization i u 
TA staff. In effect, a new cevclo;c ntsurvey and analysis, design 
 organization w.ll. increasingly rcplace
 

of a credit policy cnd a loan application 
 the old commercial one.
and approval policy. 
First training course for municipalities
 
held in Juno 1973 and elevan more ached­
uled. A system of eommication with
 
mBlicipalities i 
beLnS estabZshed.
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MID-1972 TO HID-1973
 

Annex "H" Page 3 

XZ41 7-EZ;rS PZ7- U1CS.-OODMCKEEL 
S 7-T-Z'Y PAPZR (8/15/72) AND 
. ;REORT (5/5 172) ?-

DATE 
11172 PIP ACC.LISME! TG DATE 

REVISED tATE 
PR 10/73 PIP REDAXKC TO BE DXE AS OF 10/73 

1. Dis osal of Co=rarcial 
Portfolio -

a) Stop new loans 
b) Intensify collection effort 
c) Establish controls and reportsworki 
c) Close Son Isidro Branch 

June 74 New Loans stopped in August 1973 

San Isidro closed (9/72) 

Collected sone $350.000 (9/30/72­
9/30/73) 

Dec. 76 Raining portfolio vorth an iatim ted 
$650,00 to be collected at sold by
12176. 

2. Disengage from Administrative 
Control and Financial Respunsi-
bility of the San Pedro Sul& 
Airport -

Sept. 73 Wave recieved vritten indication 
that COi tis decided to assume 
abinistrativq and financial re-
sponsibil'ity and that the 11onduren 

Dec. 73 Executia of GOW deci im Inluias" 
negotiation of actmal.debt settlement 
and tern. Unknow at chic point If 
01 viii reimburse BBAWA for the full 

a) At 12/31/71 had an stimated 
$0.63.million of un ticbursed 
expenses, $0.95 ail ion of 
note debt and almoes $2.0 
mllion of contingent liabilities 

Ar:'ed Forces have initiated same 
$1.0 million in pi.jects to i.­
prove site for their pur-Poos. 
Conversion of all note debt to 
longer-term bond debt and resched­
uling of contingent liability bonds. 

inmut of tnreiabus~ d eianses. 

3. Internal Reorganization and Staff 
Reductions ­

a) No clear lines of authority/ 
responsibility 

b) Perconne cost 60 of gross 
incr-e in 1971 

c) 3oard of Dircctors fees 7 of 
1971 gross i.nc e 

d) Overstaffed audit section 

June 73 Effective organizational chart an' 
position descriptions completed. 
Staff reduced from 58 to 50 
Plan established for gradual move 
n to de 

arat voyerc ve...sentd 
activit. 

Dec. 75 Board approval and Iuplementation of 
m chart and positions. 

Farther set reduction of staff to 37 
by 12/73 a commercial activity is 
replaced by developmnt. 

Best A-an la-Doc
 



F.,\" 1S OF ACC'WIShN.NTS (NY.A) Annex "H" PACE 

1.EQU1kkjW1NS Fr-A H03COOD/HciKrEL 
SI.G7,GY 'AL (8115!72) A:::) 
:' XL!Q3Gt RLPOrT (5! 5/17) 

i.R:ET DATE 
?ZR 11/72 PIP ACCC.PLISIF.D TO DATE 

REVISED DATE 
PER 10/73 PIP REMJININC TO BE DOSE AS OF 10/ 

6. Provision of CCU Investrmnt! 
Capitalixation ­

a) Initial capital was ins f.---
cite and BA.0. has expriace 
decapitalizacion. 

June 74 GOH Is ware of need for additional 
capitalization and of AID counter-

part requirement. 

June 74 Firm comitmnt for recapi--alizati. 
froa CcH. 

7. Provision of Depeneable lever..a 
Source -

a) The SZ of municipalities' 
revenue scheme in AX. '8 
charter has not worked 
ef fecctively. 

Dec. 73 U.MA and AID stefs &-.a workinS 
a a now property tax proposal 
as a substitute source of 
dependable revenue. 

Juno 74 Complete property tax proposal and 
obtain GOH approval. 

8. Develop Top. anageteat -

a) On-the-job training and sk.ort 
courses relative to a pldeve lont 

Juze 75 The President, ManaCer and Internal 

Auditor ave attcended several 
courses cnd been extended invite­tional travel for observation pur­
poses. On-the-jc trafir.ing has 

been provided as part of grant­

funded technical assistance. 

June 75 More of the aa=e as apropriate as 
function replaces cozrercial sctiv 

Best Available
 



I. OVERVIE' 

The Autonomous Hunicipal Bank of honduras (Banco Municipal
Auts3nomo -- UAN.XLA) is the chief GOlI channel for providing assist­
ance to Honduran municipios in ineeting their responsibilities for 
providing the local infrastructure necessary for the socio-economic 
development of the rural areas. Although NIA\.= had for ten years
been inefficient in discharging this duty, over the past one to two 
years it has made significant chaues in philosophy and operations 
that now make it a good candidate for continued AID support. It
 
has stopped all commercial lending operations and has received a
 
commitment from the Central Government that relieves BANZ. of the 
considerable financial and managerial strain of operating the San 
Pedro Sula airport. It has reorganized its internal operations
and overcome a liquidity crisis that threatened to close its doors. 
Some of the above changes were the direct result of the AID 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 BANUL\. This 
effort is an integral part of the overall Mission rural development
 
assasswent. 

UI. TIE MAt%STRAT9GY 

londudras is basically a rural agricultural society, whose 
economy is operating at a low level of productivity relative to
 
potential resources. This, the central conclusion coming from the
 
assessment of Honduran agriculture recently completed by the 1,.fission, 
is manifested through six primry constraints that have limited 
more accelerated development of the rural sector: 
 (a) a land tenure 
system characterized by many small farms having insecure title; 
(b) a labor force which is unprepared to manage agricultural
 
doncerns, do research and extenaion work and profitably utilize
 
new information in agricultural production, storage and marketing;
(c) an in;titutioual framework that does not have the budgetary or 
nu.npower renources to provide effective wide-scale asaistance to
 
agciculLuro,; (d) a marketing system that give,; little incentive to 
th. faraer to produce and a si;iatL internal dem.nd that limits the 
luvel and uiverni'icarion of production; (e) an institutional 
crudit ;y:;r,::n which dodi,:.lteu relatively few reourcau to s'all 
f.lnmnr', -iid (f) a ci hate which lirits usie of human landthe antd 
CUJQoucc:. to lsus a 111 fuLl eunployment. 

The low levul of infrastructure development in lionditrnan is one 
of the ba;ic daterninants of tii'u;e cons traints, especially as it 
keeps Cte rural-based portion of the economy isolated from national 
and regional market forces. A marked geographic dispersion of the 
rural population makes the provision of infrastructure a vary 



difficult and costly proj'osition. 11ondura:' Mu~iicipios them­selves are expected to provide 
2"32 


vical elements of the lackinginfrastructure as part of their nor.al public service operations,but they have insufficient financial, tecinical and admniistrative 
resources to fulfill their mandate. As a restlt, the Central
Governmc.nt has had to sub:;idiz 
 local governments: or carry outprojects on its own that are primarily of local interest. Of course,the Central Government is beset by the same resource problems thatafflict the municipios and it should concente'ate on larger-scale
projects. 
At the same time, the Central Government cannot be
expected to provide municipios with local development plans. 
The
need, then, is to find an instituL'ijn 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 efforts at the
municipio level. 
The nost appropriate GOI institution to perform
these functions is a reformed, recapitalized I3\MA.
 

The Board of Directors of BANM 
(composed of the President of
BANA, the Sub-secretaries of Finatnce, Economy and Government and2 repre.entatives of the Association of Municipalities) hastrying to convert the once woribuad 
been 

Bank 	 into the institution itwiould and could be. In a letter to the Chief of State (see 	AnnexA), the Prenident of i3ANA has exprcssed the board's hopes forU,d., saying the roLe of the Bank should be to: 

"1. 	Act as an intermediate credit institution for external
 
or domestic resource-tranufurs to the municipalities

and inter-rmunicipal cooperatives on a responsible,

planned basis through Lhe development of projects and the 
granting of credits that include continued technical
 
supervision;
 

"2. 
Provide technical as3istance, directly with its own
 
personnel, or jointly with techniciann fron other 
State entities, in such a way that the capital
transfers are accompanied by transfers of technical 
skills; 

"3. 	Lc;in a continuou; training pco';ran on priority
';ulijcc'ts sich .anr t.x admitiurration, cada;ter, budgetand accounting, urban pLag:ing, environmcntal health,
projec denisp and adminitcrution; 

"4. 	 Prot-iote, on the national level, coordination of the
efforts of the various Central Government and autonomous
agencies to assist the municipalities in such a way 

http:Governmc.nt


that the Governent's agricultural sector strategy 
can be implemented in a ay:cmatic manner." 

The Bank management and Board -ire fully aware of the steps that 
must be taken to turn BA.\N4A arounid. As stated in the same letter, 
thdse are:
 

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

B. 	 Administrative restructuring and reduction of BAVM
 
operating costs;
 

C. 	Financial strengthening of BAtNXA;
 

D. 	Definition of GOIf policy on municipio development; and
 

E. 	Execution of 13AN*A's program of financial.an4d.technical
 
assistance to municipios.
 

While ftller details are prea;ented below in Section III, along 
with an analysis of progress to date in achieving these and other 
objectivos, resolution of one major impediment to BANNA's viability 
as an intermediate credit institution for municipio d&/elopment 
hlas already been achieved. The Minister of Finatice han officially 
notified the ,iission that the COil ha; relitved BAN.ik of the 
financial and adminiaitrative dritin represented by the San Pedro Sula 
airport. (See Annex B.) This action has since been confirmed orally 
by the Chief. of State. The GOII hs. also promised to utsbsidize the 
cost of the technical assistance department of the Bank. 

The GOl objective over the nxt five years is to develop eight 
polar cowns into well wanaged hubs of rcgional development in 
support of =.aller sub-polar rural municipios, in Lhis way partially 
overcoming the limits to efficiency inhercnt in geographic dispersion. 
Tegucigalpa and San Pedro Sula are two of Lhesce poles and are 
clasasificd aG urban industrial. La Ceiba aod Choluteca, presently 
gricult,r,} service: poles, have thic potential to become industrial 

poles; Santa Rosa do Copi,1, Comay.,un, Juticalpa and Ditil are 
.ygricuLtL*' ,0,:rvice poles. Whilo T', ;uci.;,ai pa and San ilcdro Sula 
Will t In !;ttbje iL:;L 1 r.,dits, ,thcr will,, Cd\k Lho six receive 
i'ruuruiti.t consideration. ltior i nvestnaetu:, are pLaiiud to 
improve pol ir and ritih-polar manLC:ipal cent..*. ,as m:rkmti. s:erviec 
crnters, (uc ioth inpucts and oaitpaits, for tlh:ir rural disLriect;. 
These investments will inclutid .a'kets, slauglhter huuB.', water and 
sewerage nyate i, and electrical, energy at raltes low enolgh to 
attract procesaing iid,,.triea. In 'lres whao'o. munit:ipally owned 
land incltduwi forest resources, the means of their exploitation will 



be improved with I.,tional govcrn:ne.nt technical and capital as­sistance. l, inkages bQLwuLf:n urahn markets and rural producers willbe strengthened with access rotas to reduce the transport costsand to encourage the production and sale of farm surpluses.In addition, BANNA plans to finance cadasters in some 25 municipiosunder teclinical guidance fro!1 Lhe national cadaster program tostrengthen their revenue collection efforts and to provide a
resources inventory basis for developing local development plans.
 

The USAID supports the overall strategy of developing regional
marketing cunters more fully since the Mission's target groupfor direct .ctiou, the trannitional faruierwill be the primarybeneficiaries. 
 In addition to helping him increase his real
income due to lower input prices and higher output prices, thisstrategy will spur the establishrient of industries processing
agricultural products for internal and external markets.
 

The USAID also fully endorses the use of BANMA as the mainvehicle for improving that local infrastructure. If ruraldevelopment is to proceed, the major constraints facing agriculturemust be addressed, anti the majority of resources must be internallygenerated. Contikitnation of grant financin- will enable BANMA toprepare itself to purforw as a source of capital resources to
support agricultural .dvelopment efforts. 
Wen the new adrministrationtook office less than a year ago, it was not convinced that r ,nicipallevel irprovemencs -- especially in mrarkcting infrastructure -. wereaLeceaz.uLy to rur.il develorpent. N4ow it i. T)il Fhission is confiden­that Lhe GUll is al;o conviaced that i,, NA\ i3 I ! logical channel forfin.tucin:, Lhesen imprnveuLS and for providing the technical as.sistanceand trainii, thalr ";houtd .' ccu:.mpaity then. r'ittur conlirmation of(CO11 ciivictio, will be received by the Hinuion before it submzitj an 
IL( on J;A:L\. 

http:govcrn:ne.nt


2In October 1971, 64h7r:1y ofc tnt~ir oZi.a, the President of zpS­
pr~chr.4 15'AIr on t'4-. po-c.ibility 0i :~i -anC.~I lait~a Ican.ei.1 

in rapan to lio rcut 	 Cr:j:1 tc.:i oZ!..ZAID .tcvib.it of a 
finanLa.al ayt­
and Wila Roach, (t:~Dia~)to jool; at ti-'a attuaton of the Lao&k. 

in Yebruary 1072, the anralysts CC--?Ie1tcd tho first phase of a din-nostic 
og the =Z.A. Their canclusiona in part r%:ad: 

"In our opiio the rBan;t Zvi, bo-an unbla to perform the banic 
function n3 nn in:-ru:-ea Aflz nnici- in deolo~p"-2nt... the 
basic veason a~~1-! to be ~~~itas to its reacons for 
exiatcaca... t'.*_:\ La~ nn or--,i_-to. in dec-arate nced of 
mjor reforu ?r;.~: Zal offiils 

cuat ianedLntc'y -tlrcs33 tlha liquc:Lty crises andl begta to 
maa-~e cnih j liquid~ a~~t in an efficient m~anner... 
Intcivi1 refov inzl bai tho Coal Ce: x itr-- a future.. 

3~~offieCil? tauat ci-la to co.'cr'ntratc eclusively on 
either municipal or co=rorcial ban-r.~i, but not both." 

TI'o report stated r1:-!Vs inte~rrn' bankit'g systemis wcra disorderly and 
accountin- u'ac not ouly vuay bcaind oncraticns, but zuch of it was uttavyp 
incorr~et@ This rvj*ort alco iiot.'1 that WiL% its lov7 initial capitallcation 
nin Inadcqitnte provicion for coaitdnuin-,v tCevzarla zourcaO, tho B~ank~ und= 
t1- moat cs',titic of circm inantoz3 would !awo had a difficult tima 
achicvir3 a calf-austainins levecl of ovrl4 .ione. 

in~ revort aconclud.l thaL -22,a It was fitnetionin", could not be cca­
a fit ca-JL'nitc for an c-ctcral vr- ritalization loan. Imncdl-to 

~ ~fl~ '~rcCF.L..rCL.1d alconZ the fol1owirz, 0.inai;: 

11. 	 Cto.- cori-rcial lendir.7 mid liquidate tho co.-mrcial portfolio; 

b. 	 Soparnite fro;. Llac wina,:,e,2Cnt and firn--:ial obl I-ations o&1 the 10.ni Pe.dro 
oula nirpo~t; 

p-t a:z%ost.1 nOrder; lattinto an ar-!nsivL collecti~on Z~~ 
Install r. gL::,-al prograr: of nndorn r *:Y~t;r.cuce ovcrhic.;d an­

~ praxtln.; I~n.­co: to w:thin 	 lit3; 

di. 	 Dav~Civ- a C.,ri.i.w' lolclnr- pro-;riin oil r-taicipa.l lertdin4- that couAld 
provlt61i the~ hn.;Li for an c:~x.lcn2t~LIC-1ation loin; 

c. 	 Dsnv'i.'i n tac:n.tca1 avlctce vr..i lity to aszur3 tho Boundrv:ss of 
pr~j':aal'Ac:::auticia, ari~d r-xr (and assure V.=*% of loan 

/* 1:C1:C:,'), -1- L:.. L~y ttva C *#A;. team of Hr. F~X~:~~ 

1 4st Available Documan:1 

http:finanLa.al


After the Id al/Roach report, MRIos mnag. t decided that the Bank
neded to be reftmued alon the lines reacmwunded and requested technical
acif4t8fCO to asist it in stcamplishinJ the refoms 
 A PUP was sub­raittod 11/1/72, AID/W apprzpvl was reuived.12/15/72, and a PW uas
siensd 2/28/73.: 

At the timt rto:Ao was signed, some eight months ao, there had &I.rc-.dy been sooe .pro.,ress as the refolm progrza recoc~ondcd 1A the U1c~olIIo.ach report. for ox,.7leg the nc had coanoed %..ntnM coorclal loansin the Teluctg-lpa office $4 Septeior 1972. Parts of the new accountiut..c:y:tem had been designod and installed end certain Improvements in atmight.Crzns out the internal acounts had been made.- Hore asreasie collectiomezrorts had been initiated, as wall 6 sme tafnLtive attcpts to renego.tiant outstandin, debt oblIatimm. A group of four youg profesioualsIid been selected and senq for partieipmAt"U"Un in the U.8. sad other
Latin Amrican countMes "
 

Since the sisning of the 100, the rebn plues has been speeded upl
n camerIal lending In San Pedro Su1 
as Vell'as Tesucigalpa has bo.ctoppsd and attempts have 'be =do to sell tww comarcial portfolio. he
Cr;WA has givan asuranies tht it wilt asmm the edministrateu and the
financial oblipgtiona of the San Podr0 Bula airport, evidene Of which my
ba seen in the Inance IRfzititor,'a letter. of 9/5/73 (Annex D). M=s
long te= debts have been fnsCotieod. Once te COM tawke over the aiv.
D only lon.r, . 's11a tm* debts will.be 350,000 in Senera. bonds
 
0,1ynblo frem 1974 to 1981) nmd $1,500j0= to -the Pmr Authority (payable
from 1973 to 1980).. fterjitilig costs of! the Dank have be=n reduced further.~-rhape most. Importatly 3hZ=&' actiities ave been oriented towards&.4aloping&a szd £iuas"a ed comIse asitance pregree Ltmate-

The now Technicl leuwVICee. IepaMCsIgwith help fron AID advisore 1,hesba-en particularly active &Vat ~platthiOara. they have carriedOut A survey -In the. pole Wa eubapoltar and hat~w o"leted a tentative
hoat of projects thst- ~&Adufiance,whmpproprutely resspitis"e.r, zUlatons for.pmqorpl of eWAgIrCS* 4rchitectuma) and-,t­
-7"Xittio3 iMW 1WM bea prepred by -the'Dpafluit and approve bi the .-.- A'prpaied'lendit p$olicy'is baerd of fliractors.- prepared by tim•"rt:0i'. -'hick v1i ore.ly illustrate t!ie sank0 Intention. to hbe.m 

,rlar 0to i uo doelopibat. - inplannd, hmr,:%Urand rk-pour"a d M bick1b patform rural Girvic'mc ,eis1:11 roe the bulk.'O 0s dn, - e proportion of lemftg,6 sdo-
C-"C for the palss "a 81 U~ls In Mobh of thpr .10 rc~ius. defined' by -the
* fam aaUMUza Cuncil will&e updte an 4. 7a7ybss to& taew Intoz'.couut plo's .6iiu1*.d, timp~imLonl.s 

ro cte but Afttarby .d~f*.e development u~I reev 

daeePIViority under -the lendin3 policy being preparae Finally,, LIE-1118rfL 0 takirigtlw initmtole in atte A~n, to e"top a cuitable cotinuing 
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source of cnpital, -, . pr-cprcd a draft of a nowi property tan law in 
uiiich Vl"= along with the r:.:nicipalities would be bcneficiarica of 
the increased tax rate proposed. 

Additional indications could be mentioned as evidence that 1A .1A, staff 
and management have been m-kin- ctensive prcpavrn.tions to reoriont DXL' 
to function as a municipal develop- :,,c bn;i'. As the projected balance 
theet and income statciront (Anac:a.. I.- ! D) inH.cate, ascuming a rccnp­

italization loan, MOE,& could be an cfc.ctive inscrument of municipal/ 
rural development. 

A description of achievements co;.Vared to the orztginally reck.Mended re­
form program will be found in the Lr, (Arnex E), revised ip (Annon: V),,
and detailed discussion of progras. on P'C,? outputs (Annoa. G). These 
documents show that sufficicnt progrcss has bean made to justify contin­
uIng the project. 

hr. Tom Bobout, ROCAP Financial A=-4yst, has prepared an indepcndent review 
of DANOA progregs to date and actions rmainin- to be comploted. In sum­
mary, this shows BAfl.UA has made significant proresc during the last year
in implementina internal reforms. ''hc dcrea of progress is indicative of 
a capable and motivated management. Irportant additional actions are still 
required, however, and their realization appcars to depend on firm GO11 
support to BNaIft. (See Annex H). 

LV. U.^.ITD Reqiuet 

Extension cf Crant .inancing 

In light of proZress made, USAM/Ii requests that AID/W approve FY 74 fund­
ing for Municipal Devel .ent project No. 522-15-310-039.10. "he costs 
are estimated at $144,000 as shown in the brcalcdom bel6w. Continued 
funding approAil is needed now to permit extension of on-board advisers 
whose contracts expire over the next two and a 1alf months. 

It is posaible that grant funding for 1Y 75 mi ;%t be requested in the 
future after npproprinte rcvic,: .0f prorcss. IZ, as cXpccte.d, current j,.' -
r,.'i' coatinaua nnd the COC3 rcquc t. a lo.. during '" 74, t:laa Ziinaion w.L U. 
contildor lonn funding-of TA during k'Y 75. This io inowill be considart,'. 
thitn an Is i nubmttted. 

The follo.in. d--tails tho grant request: 

http:follo.in
http:522-15-310-039.10


Banking Systmas Adv. 
F.€onouto t 


flunicipal Cap. r'rojects Adv. 

TraiiLng AdvLoor. 


IEquip::;€i Advyo1A 


C-rmidtics 

P~.rticiva~nt TrIininS 

vmaucement PersonnGI2 
Teclical Operations Staff 


Othnr Centsi 

In -cuautt7 Tranin,-,
 

(inclu 1',AIC-1I SciInr) 

lnicipal Survey 


Short-term Advisors 


Total 


;aon-ada: fundc d .tca 12.M., Tec-; 
L2"art€£clp.int trabibijt 

7Z 73 

$erf%.P 

25.5/12-:1 
22.5/12::t 

20.2/.::! 

(33.3/L-.) 

.
 

1.2 


1.2 


-

24A ~ 

12.3 


6.0 

6.3 

110.0 

Su, - r. 
f1,80/I."2£ ,vlor 

FY 74 r? 75 

$95.0 C47.0 

27/1Z.Z! -

- -

50/1,.4 4 

1C/c::z 27/1::I 
(20-/1=-) 

20.0 20.0 

12/10:-21 O/'o.. 
8/1IR 10/9M"Iv 

2~t 23.0 

29.0 15.0 

- -

144.0 $ 10.0 

year fuuids, 



,11.	 Schedule 

The 	(OR is expeced to officially indicate its intention to apply for 
an
 

1973. dli 	submiLt an IT3 at suchAID loan before December, The I!issLoi 
time as: 

is rallovLn: tho administrativoI. 	 Additional pro-gress a'town on i'- : of 
and financial obligations of the San Pedro Sulu airport; 

to provid3 loan counterpart funds is given;2. 	 Preliminary COIH commitnent 

3. 	 Sufficient evidence exists of C. intention to establish an effective 

continuing 	capitalization source for . 

in effect to ensure that illviii be the4. 	 Appropriate C1 policy to 
funds for all iunicipLos (except TUgucitalpa andonly source for loan 

San 	Pedro Sula); 

5. 	 BMI& Justifies on a preliminary basis the amount of loan funds that 

are requected, and given evidence of continued significant progress on 

all 	aspects of its reform program; 

6. 	COH and 1W.' prosent alternative plans shorLn, how they intend to 

recover past municipal debts to =.. and eneuro sub-loan repaymaot 

in the futuro. 

the 	Mission will for-ard an Iflt to AID/W in Ycbruary orIt is expected that 

larch of 1974 requesting a loan of $5,CC0,000 for =11..
 

.ee.viPn.-ible Istis To Be Resolved DturinF. Tntnalve 

Transfer of San Pedro Sula airport to GOU finalized;1. 
and 6uranto of avail­2. 	 Loan counterpart commtments -- source, amount, 


ability;
 

3. 	 Borrower (COlt or ElVI), terms and ,.uount; 

4. 	 Guarantees of cmtlnuing capftaiiza~ion source;
 

continue
S. Ade'rpm'yv of f'lfanf.ial plan; if '.7A In borrower, will it to 

capital-o after Loan r.',n:.. b,.,L.s? 

1411ty; 

7. 	 Ade.quacy of interagency coordLn.-itis- ra.chti..n; 

loan arnd TA tr.,t'n, leiollh,- nid credLt poley.8. 	 Adr'qu4cy of WAtLfs 
.project approval procc~urea and ot:'..r ,,ocv,'!'.; 

for rrcovory of munici.il d :1)s and Cunrnto,:':a9. 	 At!:.quacy of plans 

of future sub-loan renp t;
 

10. Disbursement period and preconditious to disbursement;
 

11. Grant funding of technical assistance. 

Best Available Documen 

http:unici.il


Hits Excellency 
Chi'n of State 
Dri'.-!er General 
Hr. Ozaldo Ldpez Arellano 

Mr. Chief of State: 

Municipal governncnts are responsible fo" providing infrastructure and services 
that promote rural davelop:.ient; howver, hiotorically, the municipnlitioa hiva 
be.n too weak to ade-quately .tisfy such deunda. Thi weakness can be attrib­
utcd to a series of factors, the most important being the lack of solid souccas 
of Gef financin-, municipal officials and eniloyeos vLthout sufficient skills 
and training, plus a lack of initiative for solving municipal problems. 

In order to increase local recources, the Central Government has traditionally 
grantcd direct suheidies and other types of assistance which hava fostered 
rcater dependence on the Celtral Government and have ignored the development 

of fintncial and human resources that municipalities need to improve their o m 
ada inistrative and financial capacities. Diverse government entities have 
granted such assintance without coordinated pianning and implementation --- a 
nccancary requirite for achieving Integral, logical, orderly dwyelopment; nor 
has nuch implementation of assistance oiforts been linked with national and 
regIonil plans for the rural sector. 

In orlder to convert the munici alities into development instruments, the Central 
(o'V't: '...ntmust b,. able to rely on an adequate inotitutional means to strengthen 
the aL.'Lnistr:tive and financial capacity of the municipalities. 

Yte C.:-.;:ral Govc'ri..'nt han adopted ar a priority policy, the dcvalopmc-it of the 
n.;ricoltural suctor. Conui-t..nt with tVat policy, I believe th:at tha mxnLei­
,aiiiJ.,:3 will h:ve to in-clcment infrastructurc and services projects which are 
in%1-.aable for developing lhat scctor, i.e.: 

I. .e and potable water'systems, 
2. r.iVi elcctriflcation, 
3. !."'.-cto, 
4. ',lic olau-z'%erhouses, 
5. tctr:.-s ro.a to ngricultural proluction aren0,
 
6. '-t.ra-e facllitles for ngricultural l'ndr:ucts.
 

Thvin '... ;.cipal Covcrrnents will have t:;ao r':-ponribtlity for executing or r.i tLc­
iw ': the v.cution of thnoq proeects, c int:anin-i nnd operating tha, and:: in 

in ';tion, proviling other sorvices ;'ei..mlci-pl residents such as: Cirba-'a 
colli'.'ion and dlrnpoal, street bettu1'.:-.t and mainteiance, etc. 
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Incrmisingly execution and administration of these services requires tech­
nicaIl skills and methods which are unknown to the majority of mnicipal 
officials and employees. In order for the mnicipal investments to have the 
dcctred 1npct and be effective, it Is indispensable that the capital trans­
fare be .accompanied by training for the municipal officials and employees. 
If not, the Central Government would have so many projects and services, that 
it could not effectively maintain and administer them.
 

Thus, as an integral part of the Agricultural Sector development progrm, I 
believe that the institulonal means to offer this financial assistance is the 
Autonomous Mnicipal Bank. The functions SUM ost perforn are: 

1. Act as an intermediate credit instituon for external or domestic resource 
transfers to the micipalities and inter-municipal cooperatives on a 
responsible, planned basis through the developcent of projects and the 
granting of credits that include continued technial supervision; 

2. 	Provide technical assistance, directly with its wn personnel, or jointly
with technicians from nther State cntities, in such a way that the capital 
transfers are accompanied by transfers of technical skls; 

3. 	Begtn a continuous training program on priority subjects such as tax 
aduLinistration, cadastor, budget and accounting, urban planning, environ­
mntal health, project dsiga and administration; 

4. 	Promote, on the national level, coordination of the efforts of the various 
Central Government and autonomous agencies to assist the municipalities in 
such a way that the Government's agricultural sector stratewf can be Imple­
mented in i systemtic manner. 

The current BANA administration during the 24 months of its term has made 
strcnuous effoco to reorient the institution to accomplish the above-mentioned 
func. oas. &2.a-,its prinqlpnl achiive'ents Is been the substantial lprove-
Went of the iairaitution's operating and Uinancial situation. Also a 3 year
pron:!.-u of finatcLial assistance for the municipalities subject to the av-,]l­
:LiLlty of funre, k e.i Also in on :dvanced state of preparationM developed. 
It ccpieat to AID for a lcan of Lps. 10,000,000, which we c:;pect to com;lnte 
heCoz-c October 31. A. part of th-Is tink, a credit policy has been develops.3, 
Lt t.clh it Is established that BA1.D will grant loans on a priority b asiato 
t1hn -- ,Lctpal1ti,!a .ll'-Jh±-..- pales and sub-p1OI3 of davelopment as d-ftncd ",y 
to Lhe SiTerior i'lanning Council. 

Anicx C includou a summary of the Usank's recapitrliation plan. This doemuent 
indlcictes DM1.:11' objectives and activities and includes decisims which mist 
be adoptad by tho Central Govermont to support MIUI. 
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If LUMA does not receive the Central Gover-ment's firm support, BM4A will 
never achieve a level of operations thtt will permit ic to provide the 
fir-incial and technical.ansistance needed by the municialities. The Central 
Goverxent would than find itself with 'oraa&Lnistrative and financial 
responsibilities for the rural population which will divert recources that 
could be better utilized in other programs.
 

In the hope that you are in accord with the above, 1 respectfully request that 
you indicate to me at your earliest convenience, your agreement that BAMU&A 
request from ArD the aforenentioned loan. 

Very truly yours, 

A MKUO DLAI.TCO PANUM 
ProLdnt, BA&IM
 



ANNEX "B" 

IIFORMAL TRAriSLATIol 

Jlqucicillpa, I). C., Septea'der S, 1973 rJo.SI1-384 

Dear fir. Director: 

In confirmation of the results of our August 31 conversation in reference 
to adrinistration by the Government of llondbas of the San Pedro Sula Inter­
national Airport, I am pleased to reiterate the following: 

1. 	 The C)vernment 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 Works and Transportation made 
repairs of the landing strip and also recently began a 3.)0 meter exten­
sion of the strip. Also i, Armed Forces Engineering Battalion is 
working on the construction of dikes and drains to protect the strip. 
Investments undenvay are on the order of Lps. 2,000,000. 

2. 	The Government fully understands that it will assume the San Pedro Sula
 
International Airport's duly confirmed debt. Regarding the latter, the 
Attorney General of the Republic for sone 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 Deriod 
it will initiate negotiations with the various creditors for the purpose
of confirming these obligations and agree on methods of payment. 

Youfs very truly,
 

-MA:UELACOSTA BONILLA 
Minister of Finance and Public Credit 

TO MIR. EDWARD MARASCIULO, DIRECTOR
 
AGEUCY FOR INTERNATIONAL DEVELOPMENT (AID)
 
AMERICAl EMBASSY
 
TEGUCIGALPA, D. C.
 



ANNEX "C"
PROJECTED BALANCE SHEET, AUTONOXHOUS MUNICIPAL BANK 


(000's OF US)
 

1974 1975 1976 1980 1985
1971 1973 


14445.0 19779.5
9125.5 1198.5
5260.0 5075.0 6473.0 

Assets 


608.5 593.5 1294.5 1580.0
532.5 1285.0 485.0
Cash and Convertible Assets 

9835.0 12175.0 17617.0
3657.5 2040.0 3988.0 6752.5 


Investments 

0.0 0.0


1489.0 700.0 350.0 50.0 0.0 

Coamercial 


769.0 430.0 3228.0 6702.5 9835.0 12175.0 17617.0
 
hunicipal 


0.0 0.0 0.0
1399.5 910.0 410.0 0.0 

Airport 


195.0
190.0 195.0 195.0 195.0 195.0 195.0 

Other Assets 


880.0 1555.0 1805.0 1569.5 1365.0 780.5 387.5
 
Unsubscribed Capital Receivable 


5524.0 7393.5 6671.0 5717.5

2919.5 2770.0 3645.0 


Liabilities 

1531.0 575.0 550.0 550.0 583.0 736.0 984.0
 

Current 

785.0 0.0


350.0 1870.0 1845.0 1774.0 1660.5 

Long-term 


150.0 150.0 150.0
250.0 200.0
1038.5 325.0
Others 

5000.0 45e'3.55000.0
1000.0 3000.0 


AID Loan 


3601.5 7774.0 14062.0
2340.5 2305.0 2828.0 4595.0 

Ca 


3887.5 5748.5 8578.0
1764.5 1822.5 2147.5 3033.0 

Paid Capital 


(657.5) 1245.0 VJ96.5 
Retained Earning (Accum. Deficits) (304.0) (1072.5) (1124.5) (1001.0) 


1805.0 1569.5 1365.0 780.5 1t75

880.0 1555.0


Unsubscribed Capital 


Assumotions:
 

1. S5.0 million AID loan liabursed 1974-1976; (OR $1.0 million counterpart
 

estimated $125,000 1974, $250,000 in 1975 and 1976, 
6. yearly increase thereafter
 

2. Permanent capital source 
3. 15% yearly redtiction in unsubscribed capital
 

4. 6% yearly increase in municipal deposits
 

5. $350,000 of commercial portfolio written off 

6. No allowance for municipal bad debts; 87. return on municipal portfolio
 

7. FiRures as of 12/31 for each year
 



ANNEX "D" 

PROJECTED INCOME STATEMENT, AUTONOMOUS MUNICIPAL BX1K 

(000's OF U.S.S) 

INCOM4E 
1971 1973 1974 1975 1976 1980 1985 

Loan interest 
;ew Loan Comissions 

Conxissions on Outstanding Bonds 
Total Income 

4.A. 
N.A. 
'I.A. 

248.0 

U.A. 
I.A. 

I.A. 

243.0 

243.0 
22.5 

80.0 

345.5 

449.5 
40.5 

65.0 

555.0 

693.5 
75.0 

32.5 

801.0 

980.5 
45.0 

.l 

1025.5 

13r)4. 5 
62.5 

0.0 

1367.0 

EXPEISES 
- Interest Paid 50.5 
Personnel Compensation 163.5 
Indirect Personnel Costs -
Director's Fees 18.0 
Building Rental and Maintenance 15.0 
Equlpm-ent Replacement and Depreclation12.0 
Operating Expenses 33.0 

Total Expenses 292.0 

75.0 

125.n 

-

19.0 

10.0 

9.5 

44.0 

282.5 

123.5 

169.5 

17.0 

12.5 

15.0 

10.0 

50.0 

397.5 

165.5 

161.0 

16.0 

12.5 

15.0 

10.0 

51".5 

431.5 

207.0 

150.0 

15.0 

12.5 

10.0 

10.0 

53.0 

457.5 

188.0 

122.5 

18.5 

12.5 

10. 

1.0 

59.5 

481.0 

129.5 

232.5 

23.5 

12.5 

10.0 

10.0 

69.0 

487.0 

Profit (Loss) (44.0) (39.5) (51.5) 123.5 343.5 541.5 880.0 

(NOTE: See Assumptions in Balance Sheet) 


