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Name of Cbuntry: Panama 

Name of Project: Private Sector Ekprt Financing 

Mrmber of Project: 525-0261 

L a m  Number: 525-W-057 

1. Pursuant to Sections 103 and 106 of the Foreign Assistance k t  of 
1961, as amended, I hereby authorize the Private Sector m r t  Financing 
Project for Panama involving planned obligations of not to exceed 
Eighteen Million United States Dollars (US$18,~0,000) in loan funds 
("Lr>an8@) and m e  t.lillion W e e  r-bmdred 'Ihousand United States Ihllars 
  US$^, 300,000) in grant funds ("Grant"), wer a .five (5)  year period fran 
date of authorization, subject to the availability of funds in accordance 
with the A. I. D. ~YB/allotment process , to help in financing foreign 
exchange costs for the project. m e  planned life of the Project is sixty 
mths (60) from the date of initial obligation. 

2. The Project ("Project") consists of assistance to establish a private 
sector develapment ivt i tution (Financiers de Exportaciones , S.A. , 
"FIDESA") which will provide medium and long-term financing, technical 
assistance and advisory services to the exprt sector of Panam. It - includes a mechanism by which FIDESA and A.I.D. will share the risk of 
the Imn portfolio. This will serve to: - 

a. Give A.I.D. a return on its loan which will be variable but 
be at or near U.S. treasury borrcuing rates for instruments 
'of similar mturity at the time that the Project 2greement 
is signed. The interest rate of the A.I.D. loan will be 
five per cent (5%) and an additional return to A.I.D. would 
depend upon FIDISA' s financial perf onnance . 

b. Strengthen FIDESA and make it a mre viable institution. 

3. Ihe Project Agreement, which m y  be negotiated and executed by the 
officer to whan such authority is delegated in accordance with A.I.D. 
regulations and Delegations of Authority, shall be subject to the 
following essential. terms and covenants and mjor conditions, together 
with such other terms and conditions as A.I.D. m y  deem appropriate. 



a. Interest Rate, Terms of k.+yment and Windfall Payment to 
A.I.D. 

(1) FIDESA shall repay the Lam to A.I.D. in U.S. Dollars 
within twenty (20) years from the date of first disbursement of the lmn,  
including a grace period of not to exceed ten (10) years. me Borrower 
shall pay to A. I.D. in U.S. bllars interest froni the date of first 
disbursement of the Ix)an at the rate of five (5) percent per annum on the 
outstanding disbursed balance of the Lr#n and on any due and unpaid 
interest accrued thereon. 

(2) A mechanism will *be established whereby A.I.D. and 
FIDESA share in the risk of the loans that are made. Depending upon 
FIDESA's yearly performance, A.I.D. could receive, in addition to 
interest payments, an additional windfall payment fram FIDESA at the end 
of every year. 

b. Source and Origin of Cbmmodities, Nationality of Services 

~mmcdities financed by A.I.D. under the Lr#n shall have 
their source and origin in Panama or in countries included in A.I.D. 
Geographic Code 941, except as A. I. D. may otherwise agree in writing. 
EStcept for ocean shipping, the suppliers of camrrodities or services 
financed under the Loan shall have Panama or countries included in A.I.D. 
Geographic Cbde 941 as their place of nationality, except as A.I.D. may 
otherwise agree in writing. Ocean shipping financed by A.I.D. under the 
Laan dizdll be financed only on flag vessels of Panarrra or countries 
included in A.I.D. Geographic W e  941, except as A.I.D. m y  otherwise 
agree in writing. 

c. W.i.L--.e and Origin of Commdities, Nationality of Services 
T&ant ) 

CbmmOdities financed by.A.1.D. under the Grant shall have 
. their source and origin in the Ulited States, except as A.I.D. may 
otherwise agree in writing. Except for ocean shipping, the supliers of 
camdities or services financed by A.I.D. under the Grant shall have the 
United States as their place of nationality, except as A.I.D. may 
otherwise agree in writing. Ocean shipping financed by A.I.D. under the 
Grant shalJ be financed only on flag vessels of the United States, except 
as A.I.D. may otherwise agree in writing. 

d. mnditions Precedent to Signing of the Project Agreement 

Prior to signing the Project Pgreement, FIDESA shall, 
except as A.1.D. m y  otherwise agree in writing, furnish to A.I.D., in 
form and substance satisfactory to A.I.D., evidence that: 



(1) FIDESA is duly organi~ed and inwrporatd under the 
laws of Panama. 

(2) -pita1 has been subscribed to FIDESA in the amxnt of 
mur ~illion Five Hundred nousand United States LbLlars (~~$4,500,000), 
and the first year capital in an amount accep~le to A.I.D. has been 
paid-in. 

e. Conditions Precedent to First ~is~urseknt (Grant and Loan) 

Prior to the first disbursement of the Assistance, or to 
the issuance by A.I.D. of documentation pursuant to which distursement 
may be made, FIDESA will, except as A.1 .D. m y  otherwise agree in 
writing, furnish to A.I.D., in form and substance satisfactory tn A.I.D., 
the following: 

(1) ?he names of its shareholders and the numker of shares 
owner3 by each shareholder. 

f 2) A statenlent of FIDESA's promrerent plicy and 
procedures. 

(3) Evidencw that the Borrmer can legally F a t e  under 
the Laws of P a m  as an interntediate finance instituticxl. 

f . Oonditipns Precedent to the Disburseit for L.end i  
Activities ( l ixn)  

Prior to the disbursement under the Lcan, or to the 
issuance by A. I.D. of camdtnrcnt documents under the Project Pqreement 
pursuant to which disbursement m y  be made under the Wan, FIDESA will, 
except as A. I. D. may otherwise agree in writing, furnish to A. I.D., in 
form and substance satisfactory to A.I.D., the follhg: 

(1) ' Evidence of FIDES?igs Charter or Articles of 
Incorporation, By-Laws, the establishment of its Principdl Office, and a 
statement of the organizational structure and staff including evidence 
that the Mmaging Director is emplayed and that FIDESA has emplayed 
adequate staff to carry out its operations. 

( 2 )  A Statement of Investment and Operational mlicies of 
FIDESA, including specific lending and inves-t criteria, and the 
methodology for performing emnanic and financial analyses consistent 
with the terms and conditions contained in the Project Faper. 

(3) A duly authorized detailed plan for (1) the periodic 
audit of sub-loans and investments and (2) a projected two-year operating 
strategy and budget for direct lending invesL~7ts and/or other financial 
services. 



(4) Etridence that an appropriate m u n t  of the first year 
paid-in capital has been earmarked for administrative and operating 
expenses and the remaining m u n t  has been utilized for investment 
purposes. 

(5) Evidence that adequate procurement, payment 
verification and accounting procedures have been established. 

(6) Evidence that no institutional investor owns mre than 
twenty percent (20%) of total shares and that no individual investor cwns 
more than one percent (1%) of total shares of FIDESA. A minimum of ten 
(10) percent of subscribed ca~ital shares will be subscribed to by 
individcal investors. 

g. Cbnditions Precedent to Additional Disbursements for Lending 
Activities (Loan). 

Prior to any additional disbursements under the ban ,  or the issuance 
of camnitment documents under the Project Agreement to which disbursement 
may be made in excess of U. S. $2.5 Millim, $7.0 Million and $11.5 
Million, FIDESA will, except as A.I.D. may otherwise agree in writing, 
furnish to A.I.D., in form and substance satisfactory to A.I.D. 

(1) Ii7 Excess of $2.5 Million 

(a) Evidence that U.S. $3.5 Million of the subscribed capital 
of FIDESA has been paid in and utilized for the purposes of the Project. 

(b) E&ider.ce that the unencumbered liquid assets of FIDESA have 
not exceeded U.S. $1.0 Million for any period exceeding 12 months. 

(2) In Excess of $7.0 Million 

(a) Evidence that U.S. $4.0 Million of the subscribed capital of 
FIDESA has been paid in and utilized for the purposes of the Project. 

(b) Evidence that the unencumbered liquid assets of FIDESA have 
not exceeded U.S. $1.5 Million for any period exceeding 12 mths. 

In EStcess of $11.5 Million 

( h )  Evidence that U.S. $4.5 Million of the subscribed capital of 
FIDESA has been paid in and utilized for the purpses of the Project. 

(b) Evidence that the unencumbered liquid assets cf FIDESA have 
not exceeded U.S. $2.0 Million for any period exceeding 12 mths. 



g. Covenants 

FIDESA shall covenant that, Unk!SS A.I.D. otherwise agraes in writing: 

(1) It will not use Lcan funds to pay administrative or 
operating expenses. 

( 2 )  It will not incur any indebtedness which would enjoy a 
positim superior to the obligation incurred under the Lam. 

( 3 )  It will use Project reflow of funds in a manner which 
will achieve and pramote t!;~ objectives of the Project. 

(4)  It will not lend to Government awned or operated 
enterprises or enterprises in which the Government has a participation. 

(5) m e  Cbntract Advisor to the Managing Director of 
FISESA shall a nonvoting member of the Board of Directors of FIDESA. 

(6) It will obtain prior written USAID approval of the 
perm selected to fill the Managing Directorl's psition and any changes 
made in this position. 

In addition, sudh other terms and conditions as A.I.D. may deem 
appropriate will be contained in the Project Agreement. 

Director 



(AME'rnW No. 1) 

Nan12 of Country: Panama 

Name of Project: Private Sector Expclrt Financing 

Number of Project: 525-0261 

Lcan Number: 525-W-057 

1. Pursuant to Sections 103 and 106 of the Foreign Assistance Act of 
1961, as amended, the Wivate Sector Export financing Project for Panam 
was authorized on August 25, 1986 (the "Authorization"). m e  
Authorization is hereby amended by deleting Section 3.g of the text in 
its entirety and substi.tuting in lieu thereof the follming: 

g. Conditions Precedent to Fdditional Disbursements for Lendirq 
Activities (Loan). Prior to any additional disbursements under the Loan, 
or the issuance of commitment documents under the Project Agreement to 
which disbursement may be made in excess of u.s.$~.o Million, $11.2 
Million and $16.0 Million, FIDESA will, except  as'^. I.D. may otherwise 
agree in writing, furnish to A.I.D., in form and substance satisfactory 
to A.I.D. 

(a) In Excess of $6.0 Million 

(1) Evidence that U. ~.$2.8 Million of the subscribed 
capital of FIDESA has been paid in and utilized for the m s e s  of the 
Project. 

( 2 )  Evidence that the unencumbered liquid assets of FIDESA 
have not exceeded U.S. $1.0 Million for any period exceeding 12 months. 

(b) In EStcess of $11.2 Million 

(1) Evidence that U. s.$~.o Million of the subscribed 
capital of FIDESA has been. paid in and utilized for the purposes of the 
Project. 

(2) Evidence that the'unencumkered liquid assets of FIDISA 
have not exceeded u.s.$~. 5 Mill.ion for any period exceeding 12 mnths. 

(c) In Excess of $16.0 Million 

(1) Evidence that U. S.$4.5 Million of the subscribed 
capital of FIDESA has Seen paid in and utilized for the plrposes of the 
Project . 

(2) Evidence that the unenclrmbered liquid assets of FIDESA 
have not exceeded U.S. $2.0 Million for any pricd exceeding 12 nanths. 

2. Except as expressly modified or amended hereby, the Authorization 
remains in f u l l  force and effect. 

Director 

-@@- 
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The Senior Project kview mittec of U S A I D / P ~ ~ ~  recomnds the 
aut,horization of a ~ ~ $ 1 8  million loan over a five year period and a ~~$1.3 
millioll grant to the Pinanciera Lle Exportaciones, S.A. (EIID~), a private 
export development financial institution in I~nma. 

B. Project Sununary 

bnam is experiencing serious economic problems. In the last few 
years, the grawth of the economy has slowed considerably. External per capita 
public debt is one of the highest in the world. Unemployment is high and 
growing. The GOP is under great pressure to meet current expenditures. In 
the last decade, the growth of the public and service sectors, import 
substitution and foreign borrowing fueled the growth of the economy. lhis is 
no longer feasible. lhe domestic market offers little or no prospects for 
economic growth. This conclusion is implicit in the conditions outlined in 
the SAL I1 (Structural Adjustment Loan) Agreemerk with the International Bank 
for Reconstruction 4 Development (IBRD) which call for the reactivation of 
the private, industrial and agricultural sectors through deregulation of 
market activities and increased reliance upn free market forces in both 
domestic and world markets. Significant growth can occur only through the 
expansion af exports. 

Success in export expansion, however, will require a number of 
structural adjustments and incentives. A ma$-r and necessary incentive is the 
availability of medium and long-term developmental credit. Panamanian 
investors currently do not have access to such credit. In the absence of any 
developmental finance agency, commercial banks are the only sources of finance 
available to the business community. While they occasionally provide longer 
term credit to good customers of long standing on commercial terms, they do 
not meet the needs of an expanding export oriented industrial sector which 
will require long term project-based financing. ?his projecl: will satisfy 
that need. 

n7e goal of the project is to increase economic growth and reduce 
unemployment. The p y s e  of the project is to generate increased exports by 
substantially increasing private investment in manufacturing and agribusiness 
industries for exportable g d s .  Fbr this purpose, a private sector 
development finance institution will be established as a viable instrument for 
providing medium and long-term development financing, equity participation, 
technical assistance and advisory services to the export sector. 

It is anticipated that FIDESA will have an outstanding loan 
portfolio of about ~~$23.8 million in year 5 and ~~$25.4 million in year 10 of 
its operation. It will have generated an estimated total of 85 individual 
loans by year 5 sad 188 by year 10 representing total investments of about 
~ ~ $ 4 8  million and ~ ~ $ 1 0 7  million in those years respectively. 

The project will provide approximately 84 person-months of 
specialized technical assistance to ensure that appropriate banking services 
are provided in a timely fashion. 'Ib enhance the long-term capcity of FIDESA 
to provide adequate services, the project will provide approximately 20 
person-months of specialized training in the area of project appraisal. 



7%e Dorrower/~rantee will be Fimnciera Ih Exportacionea, S.A. 
(FIDESA), a privaixly-owned development finirnce inatitution. Its core 
investors include some of the most important Panamanian private financial 
institutions, some of the country's prominent industrialists and members of 
the general public. 

FIIIESA is characvterized by a broadly based equity structure. No 
institutional shareholder shal.1 pssess more than 20 percent and no individual 
more than 1 prcent of the authorized common stock. 

The capit31 of FIDUA will be ~~$4.5 million. 

C. Project Issues 

I h e  issues presented in the PI11 ~uidance/~pproval Cable (Annex I) 
are addressed in various sections of the Project Paper. References to those 
sect ions are providtd below. 

I. Sensitivitv Analysis. This is discussed in Section VI C. 
"S-y of the ~inancialkal~sis". Also refer t~ State cable 32504 (1985) 
which reflects the discussions of the meeting of October 17, 1985, in the 
Administrator's office and the decision regarding the A.I.D. rate of interest 
and State cable 111803 (1986) which further clarifies the A.I.D. interest rate 
(Annex 1.C). 

2. Alternative to the Creation of a New Institution. 
This is discussed in Section I1 I. U. "Project Alternatives". 

3. Ekancial Viability and Pbbilization of Pdditional Capital and 
Lending Resources. mese are discussed in Section V1.C. "Sumry of the 
Financial Analysis", and Section I11 E.6 (Growth ~btential/&source 
Mobilization). 

4. Lending bvironment and I)emand for Project Funds. These are 
discussed in Section 1LI.B. "Demand", and Section V1.A. "Summary of the 
Market Analysis". 

5. Bank Ownership. 'lhis is discussed in Section III.E.2. 
"Ownership" and Section IV C. 3. "Stockholders". 

6. Sub-Lending Criteria. '%is is discussed in Section IV.D.2. 
"Lending Criteria" 

7. Borrower 1st Year Capital Cbntribution to Be Paid in Prior to 
the Signing of an Agreement. This is discussed in Section V1.C. "Summary of 
the Financial Analysis", and Section VIII. "Cbnditions, Cbvenants and 
Negotiating Status". 

8. Multipurpose Nature of the Institution. ?he fact that FIDESA 
will make loans to manufacturing and agribusiness projects does not make it a 
multipurpose institution. Appraisal of projects would follow the same norm. 
'Ihe technical assistance component of the project provides for the expertise 
to complement the staff of FIDESA (See Section IV.C.4. "Organization and 
Management " ) . 



1.0. I b t i ~  i 1 . d  :?irsk Yei~r Implementation Plan. ?his is presen tell in - --- - 
Annex VI. 

lhe Project lbview Wlnmittee of ~~~.Il?/hnama has reviewed all 
aspects of the proposed Private Sector Export IYnancing Project and finds that 
it is technically, financially, socially, economically and institutionally 
sound feasible. l h e  project also meets all other statutory criteria. 
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During the 1960s, R~nmn's GIII? grew at an average annual rate of 8 
percent in real term; one of the highest rates of sustained economic growth 
of any country. lbwever, the hencfits of economic growth were concentrated in 
a relatively snlall segment of the population, and the soc~ial and economic 
infrastructure outside the ~netropolitan corridor remained at a relatively low 
level of development. 

The administration which came into powcr in 3.968 introduced major 
social reforms while attempting I:o sustain the rapid GilP grqwth experienced 
during the 1960s. Health and educational services were expanded and improved, 
roads were built and other physical infrastructure investments were made by 
state entities providing elecixicity, telephone service, and water. Private 
investment was encouraged, especially in the construction and service 
sectors. This investment was linked to an international transportation system 
based on the locational advantages provided by the Panama Chnal. Legislation 
passed in 1970 p v d  the way for Panam's emergence as a major international 
banking center. 'Iburism was prornoted through construction of a new airport 
and other infrastructure; and service exports were increased through rapid 
expansion of an international free trade zone and the growth of international 
reinsurance activities. Between 1968 and 1973, the GDP grew at. an annual rate 
of 7.3 percent and basic needs indicators began to show significant 
improvements. 

After 1973, however, a combination of external events and internal 
policy changes began to call into question the long-run sustainability of this 
pattern cf growth. Sharply rising world petroleum prices, international 
inflation and recession, and the Panama Canal Tzeaty negotiations introduced 
greater risk and uncertainty into economic decision-making. As a consequence 
of the stagnant world economy, G~nal and related activities became less 
dynamic. bmestic actions, reducing private sector confidence, included the 
effects of increased government regulation, particularly the imposition of a 
highly restrictive labor code and price and rent controls. ?he government's 
acquisition or creation of a number of state enterprises, a rapid increase in 
public sector employment and overall policy statements perceived to be 
anti-private enterprise added to the erosion of confidence. lhese internal 
and external factors contributed to the reduction of the annual rate of GDP 
growth to an average of 1.9 percent in the period 1973 through 1977. 

!the domestic political. environment improved significantly after 
agreement was reached in 1977 on the terms of the Canal treaties; and it was 
further strengthened after the treaties were ratified. In addition, the 
government took steps to improve public finances by restricting current and 
capital expenditures, raising taxes, and halting the creation of new state 
enterprises. Under stabilization programs supported by the IMF', the budget 
deficit was reduced from 12 percent of the GDP in 1979 to 5 percent in 1980 
and 1981. GDP increased by an annual average rate of 5.5 percent in the 
period 1977-81 but as a consequence of increased factor payments abroad and a 
negative terms of trade effect, national income per capita declined. 



By 1982, Pdnama was feeling tho impact of the world recession, 
particularly through declining tourism and mlon E'ree Zone activity resulting 
from sharp cutbacks in the income and trade of other Latin mrican 
countries. Real private investmnt fell af ter completion of the transisthmian 
oil pipeline in 1982. mlitical pressures brought about increases in public 
investment, mmch of it financed through additional external borrowing. 'Ibis 
pushed the public sector deficit up to 11 percent of the GIIP, nearly twice the 
amount stipulated under the GOP8s stand-by arrangement with the ME'. ?his 
expansiolary fiscal policy enabled the GDP to grow by 5.5 percent in 1982, 
offsetting the domestic effects of world recession. Strict austerity 
measures, combined with a still sluggish international economy, resulted in a 
stagnant GDP in 1983. If the value added by the transisthmian oil pipeline is 
excluded, GDP would have declined by over 5 percent. In 1984, GDP declined by 
0.4 percent, while in 1985, GDP increased by 3.3 percent, mostly as the result 
of a resurgence of private sector activity, notably housing construction and 
higher sales at the Colon E'ree Zane. 

Rmama now faces two main economic problems. First, the external 
public debt is around 85 percent of GDP, and two-thirds of it is held by 
commercialbanks. In late 1984, Panama, for the first time in its history, 
had to declare a moratorium on its external debt. Although an agreement was 
reached in the fall of 1985 with the creditor banks on the terms of a 
restructuring of the public debt, a n~unber of the conditions for dishrsing 
"fresh" money have not been met. The liquidity crisis of the government is 
having repercussions throughout the econmy, directly because of its impact on 
the Banco Nacional de Pan-, and indirectly, by the creation of uncertainties 
on the operations of foreign oo~mnercial banks. 

Second, Panama faces a growing unemployment problem. Although 
unempl~zyment remained stable in the 1970s and early 1980~1 this was the result 
of an increase in secondary and higher education enrollments, lower retirement 
ages and increases in government employment levels (almost three fourths of 
new jo'bs created in the period were in the public sector). At this time, with 
those three possibilities exhausted, unemployment will increase rapidly unless 
there is a sharp resurgence in private sector economic activity, particularly 
for the production of labor intensive goods. 

IXlring the 1970s and early 1980s, the only dynamic private activity 
was in the service sector, including banking, the Colon Free rZone, -1 
activities, oil transporta.tion through the transisthmian pipeline, and the 
construction associated with those activities. Although the service sector 
will continue to dominate econanic activity in Panama, it is not likely to 
have the same dynamism as in the past. Cblon F'ree Zone activity depends 
almost exclusively on Latin America's growth of imports which will be low for 
the foreseeable future. 'Ihe banking activity, ovemhelmingly offshore, now 
has stiff competition from offshore banking centers in the United States. 
Canal and pipeline activities are close to their maximum output levels. 

B. New Development Strategy 

Around 1982, a group of senior GOP officials, mostly associated 
with the Ministry of Planning, began to seriously question the viability of 
long-term growth based largely on governmental spending and on service 



exports. lhe ahili ty of the G01' 1.0 fimnce budget deficits was severely 
constrained because of tihe love1 vf the public d?bt, as well as of the debt 
crisis in Latin America, while the traditional service exports had matured to 
an extent which n~de continued growth unlikely. 

Export expnsion of the gods sectors is now vital. World Bank 
mcrcx?conomic projections show that continued reliance on the service sector 
alone will not generate sufficic'nt growth to permit significmt increases in 
real p r  capita consumption or to absorS the rising labor forcc, even under 
favorable international conditions. ?his requires a complete reversal of the 
current structure of incentives. The bias towards import substituting 
activities for ;r small protected market must be reversed, and exporting must 
be made at least: as profitable ils production for the domestic market. This 
can mst easily be accomplished by a general opening of the economy to 
international competition, thereby permitting entrepreneurs to obtain raw 
materials and intermediate goods at close to international prices. Experience 
elsewhere, part.icularly in small cxx,rlomies with a pwerful entrepot tradition 
to build upon, indicates that opwit~g the economy is the best way to break out 
of the vicious circ1.e of high cvst atid stagnation. 

Given the market prospects for traditional exports, a significant 
proportion of exwrt expansion ~niibt: co~ne from non-traditional exports. Non- 
traditional merchandise exports (defi~~ed as those exports which receive the 
Certif icados de Abono Wibl~tari0, CATS), increased rapidly from ~~$10.3 
million in 1973 to ~~$53.5 million in 1982, dec.J.ining then to ~~$33.9 million 
in 1983, and increasing to uSM4.9 million in 1984. From 1984 to 1985, 
exports of non-traditional proclucts grew by 16 percent to ~S$52.2 million. 
The composition of non-traditional exports in 1985 was as follows: food, 
beverages and tobacco ~~$18.4 million (35.2 percent); textiles and leather 
~~$19.2 million (36.8 percent) ; chemicals ~~$10.1 million (19.3 percent) ; 
metallic industry ~~$1.9 million (3.6 percent); and others ~~$2.6 million (5.0 
percent ) . 

Relatively modest changes in dollar volume will have a substantial 
impact on the absolute foreign exchange income and in the rate of growth for 
the export sector. 

lb become a successful exprt-oriented economy, however, it is not 
enough to restructure incentives. All the inefficiencies and sources of high 
cost which pervade the economy must be addressed, if the goods sectors art? to 
compete internationally. The experience of successful exporters shows that 
cheap, reliable, basic public services, such as electricity, water and 
telecommunications, are a cornerstone of development strategy. In Panama, 
their cost must be brought down. Since this cannot be done by direct 
subsidies, due to fiscal constraints, it must be tackled through reducing the 
operating costs of the entities concerned. Similarly, the cost of export 
related services such as the ports and land transportation needs to be 
reduced. ?his can be achieved through improvements in infrastructure and 
equipment, increasing operating efficiency through concessions to the private 
sector under competitive conditions, and through institutional reforms aimed 
at ending restrictive practices which pass high costs onto the user. 



Examples abound of the Pammian economy having to pay very high 
prices for staple goods which inevitably add to upward cost pressures. Cenient 
is produced domestically at over twice world costs and sold to the consumer at 
three timen world prices. Fclrlners pay a high price for fertilizers and 
chemical pest controls. ?he ex-refinery price of nrost petroleum products is 
about a third above tlie other refineries in the (laribbean area. The high cost 
and inefficient agricultural and agroindustrial sectors, subsidized through a 
high support price policy, lead to uprd pressure on urban wages, reinforcing 
labor market rigidities and high social security charges. -1 industry, 
protected from outside mpetjtion, sells most of its products at prices well 
in excess of world levels. Ultimately, these costs can only be brought d m  
through exposing the sectors concerned to international competition and 
substantially improving the productivity of Pan,lmanian firms. Clearly this 
needs to be done gradu~lly to minimize the disruptive impact on  employment^ 
however, it must be done if the econamy is to become competitjve. ~ r m n a  can 
no longer afford the luxury of subsidizing these activities. 

A change in the structure of incentives will result in a high 
demand for investment Cunds, both to increase the efficiency of existing 
industries and to fund new enterprises. If enough funds are not available, 
economic liberalization will fail, and Panama will not emerge from its present 
economic crisis. 

'Ib date, there have been som positive changes. A new Industrial 
Law has been enacted which gives strong incentives to those companies that 
export. %ere have been revisions to the Labor Code that are beneficial to 
small businesses as well as those w i e s  involved in assembly-type 
operations. In addition, there have been reductions in port as well as 
transport charges. All of the above have contributed to make Panamanian 
products more competitive on the world market and to attract new industry into 
the country. 

C. ?he Financial System 

(bmmercial Banking 

Ihe Panamanian financial system is highly integrated with 
international financial markets. The U.S. dollar is the effective medium of 
exchange. As there are no capital controls, there is almost perfect capital 
mobility. In 1970, the passage of liberal banking legislation paved the way 
for Panama's emergence as an important offshore banking center. Today, there 
are 110 banks established in Panama, of which 70 offer full banking services 
to both domestic and foreign markets and 40 deal only with offshore 
operations, ?here are 15 representative offices as well. Exever, an 
estimated 95 percent of all domestic banking operations are carried out by 
eight banks. 

Panm derives important benefits from its role as an 
international banking center. The direct benefits include employment 
creation, tax revenues, and expenditures in the local economy. Additionally, 
Pamm, in the past, has been able to tap the international c~pital markets 
through the banking system to supplement domestic savings, and these external 
resources have been used to finance the public and private sector. 



The ability of Panma to supplement its domestic savings by 
tapping the international capital markets is diminishing for two reasons. 
First, international bank lending to the public sector has been seriously 
curtailed. In the period 1983 to 1985, net disbursements by the commercial 
banks have been close to zero. Second, the fiscal crisis is also affectinq 
the willingness of commercial hanks to increase their exposure to the priv~te 
sector in Panama. Although this is a recent occurrence, and is not yet 
confirmed by available data, foreign bankers in Parwma confirm that they are 
attempting to match their Pananmian assets with Panamanian liabilities. %is 
would involve attempts to increase their liabilities and to decrease their 
assets. As banks axe "locked in" with the public sector, the reduction in 
assets will have to come from a reduction in loans outstanding to the private 
sector. 

2. Develoment Bank ina 

In Panama, there are four institutions which were established 
to prov~de medium- and long-term Lending. These are: 

a. Two units within the Banco Nacional de Pananu (BtP); 
1) the Banca Industrial, which fi~xmces small and medium size industries, 
using mostly resources provided by the Inter-American Development Bank (IDB), 
and 2) the Banca Agropecuaria which provides short-, medium- and long-term 
resources to agriculture. 

b. DISA, a private industrial credit institution which 
received f inancia1 support from IISAII) and from the U. S. Export-Import Bank. 
DISA's development lending has been seriously curtailed because of a provision 
in its charter which sets a maxilnum loan interest rate of 9 percent. When 
DISA became operational' in the mid 1960's the 9 percent interest rate was 
appropriate. However, as interest rates increased in the 19708s, lending at 
this level became unprofitable. Presently, DISA has reorganized itself into a 
holding company and has announced that it is withdrawing from development 
lending. 

c. Ihe Banco de ksarrollo Agropecuario (BIIR), a government 
bank, lends to small and medium sized farmers primarily for agricultural 
production. Its resources come mainly from the GOP and from the 
Inter-American Cevelopment Bank. Recent recommendations by Privatization 
consultants call for absorption of its functions by BNP. 

d. A fourth developnt bank, the ~orporacich F'inanciera 
Nacional (COFINA), also a government bank, was founded in 1975 and, for all 
practical purposes, ceased its operations in 1985. COFINA made numerous bad 
loans, and became decapitalized. Most of its loan prtfolio now has been 
taken over by BNP. 

Although Panama has a sophisticated financial system, it does 
not have adequate developnent banking institutions. ?he only institution that 
focusses on long-term lending to the manufacturing and industrial sectors is 
the l3NP's Banca Industrial. mever, it makes loans on a commercial basis 
rather than on project appraisal. %us, there currently is no institution 
that makes real developmental loans to the manufacturing and industrial 
sectors in Panama. ?his includes the eqmrt sector; a sector that has been 
targeted for growth by the GOP. 



A new Industrial Jaw has been passed which gives special 
incentives to those companies which export all or part of their product. The 
pckage includes a comp1.ete exoneration of income, export and sales taxes for 
an unlimited time period. With these incentives, a recent liberalization in 
the Labor Code and an overall reduction in protection to the domestic 
industries, the large majority of the new ventures in Panama ars expected to 
be export-oriented. Making nledium and long-term funding available to 
entrepreneurs who have viable projects but have had difficulty obtaining 
funding of this type will also stimulate the manufacturing sector and cause 
employment generation. 

Tll~us, a prim facie case can be made for the need for medium 
and long-ten lending in the export sector. The reason for this is twofold. 
First, there is no institution that does lending of this nature to 
exprt-oriented canpanies. Secondly, because of the new Indust-rial Incentives 
Law, there will be demand for the above-mentioned funds to finance plant and 
equipme.lt costs. 

Because of this anticipated dernand, the Project Paper proposes 
to create an institution which will finance medium and long-term export 
development loans. 

RATIONALE 

A. Rationale Framework 

This section raises sequentially, the critical concerns and 
considerations which had to be examined, to justify the need for this project, 
as well as its dimensions and its organizational, technical and financial 
configuration. The remaining sections under "Rationale" enlarge upon each of 
the critical concerns and considerations, and establish the prescriptive 
requirements of this project. The "Project Description" Section describes how 
the prescriptive requirements have been met in project design. 

lhring the period 1982 - 1985, the GOPI representatives of the 
Panamanian private sector and USAID staff expressed concern that the absence 
of a functioning developnent finance institution (DFI) would severely impede 
the economic development of Panam. Inasmuch as such institutions are deemed 
essential to economic growth by practically all developing countries and by 
the major donor agencies, USAID concluded that the concerns be treated 
seriously. Investigations, inquiries, studies, and analyses were carried out 
sequentially to determine: 

1. ?he availability of developmental credit in P a m .  
Developmental credit was defined as medium and long-term loans, made available 
to borrowers on the basis of the viability of the projects for which financing 
is sought. 

2. ?he level and nature of demand for developmental credit. 

3. The relationship of credit availability and credit demand to 
Panamanian ecomic policies and prospects. 



?'hree conclusions emerged: (1) neither the banking system nor 
international agencies provided developmental credit to any significant 
degree; (2) there was convincing evidence of unsatisfied demand; and (3) 
developmental financing would make a major contribution to the success ot new 
government policies which call for reorientation of Panamanian production from 
domestic to export markets, and for a reduction in protective tariffs. 

In recognition of the potential importance of developnental 
finance to the growth and restructuring of the Panamanian economy, USAID 
concluded that it would supprt an appropriately designed development finance 
facility. A second series of incluiry, studies and analyses was undertaken to 
examine alternative mechanisms or institutional channels for provision of 
developmental crtdit . 

Four possible alternatives were examined; the provision of 
specialized credit to the BNP, t he  funding of a rediscount facility, creation 
of a guarantee mechanism and the creation of a new specialized development 
ins.titution. The first three proved to have serious drawbacks and were 
rejected as unsuitable for reasons outlined in Section 111. D. ?he fourth, 
creation of a new development finance institution, was provisionally 
accegtable. It reflected a tried and tested formula widely used throughout 
the developing world. 

Wwever, USAID, awtre of the unsatisfactory performance of 
previous developmental institutions in Panama, sought a project formulation 
which could reasonably be expected to operate successfully in the Panamanian 
environment. 

A review of public financial development institutions which 
have and are operating in Panama showed that loans were being disbursed slowly 
and that there were inordinately long lead times between loan application and 
approval. For these reasons, the concept of this type of institution was 
discarded. 

An analysis of private financial development institutions 
shewed that they could make loans quickly to designated target groups while 
still maintaining prudent credit practices. For these reasons and in 
accordance with A. I.D. policy (see Section 1II.C. 1. ) USAID chose to support a 
privately owned financial institution. 

Next, the desired characteristics of the new institution were 
defined and it was concluded that UWD's support would be predicated on the 
attainment of the following characteristics in the project design: 

First, the juridical status of the organization must provide 
no impediment to its operation as a development lending institutior., while 
providing appropriate legal protection to the stockholders and creditors. It 
may be incorporated under the banking or commercial statutes, depending upon 
the advantages or disadvantages of either option. 

Second, ownership must be brmdly based, and stockholders 
should includo bankers, industria.Lists, and agr-industrialists. 



?bird, nlanagement of the highest available quality would be 
required, supplemented by external advisors and technicians of equal quality 
which will enable the institution to appraise development projects on their 
technical/£ inancia1 merits. 

Eburth, the services of the institution would be limited to 
project lending, equity particiption, co-financing, and provision of 
permanent working capital to clients who have long-term project loans. Should 
the institution be formed under the banking laws, some commercial services 
(e.g. letters of credit and the issuance of the guarantees) could be provided 
to project borrowers. 

Fifth, the insLitution would have to be sufficiently 
profitable to attract private investors, to insure its ability to mbilize new 
capital and to maintain a desirable growth pattern. 

Sixth, operations of th2 institution must conform to standards 
and procedures which are acceptable to USAID and are preestablished in 
appropriate agreements and covenants. 

Seventh, the financial resources mobilized would be 
commensurate with profitability and growth requirements and to the risks 
inherent in developmental lending. 

The existence of demand for long-term project-based developnental 
lending was assumed by the IBRD and USAID when they funded COFINA and DISA 
respectively. Examination of past performance, the rhythm and extent of 
lending by COFINA during its operative years, and by DISA prior to its 
interest rate ceiling prnblems, indicates that there was a substantial level 
of demand for project-based long-term lending, and that the assumptions of 
USAID and the IBRD which led them to assist development banks in the past were 
correct. Conversations with private sector groups, the GOP and the IBRD, as 
well as passage of the new Industrial Law (which provides generous incentives 
to companies that export), lead USAID to the conclusion that there is 
considerable m e t  demand for the type of lending proposed. 

Since 1964, the IDB has provided the BNP with five loans for 
industrial credit totalling ~ ~ $ 3 6  million. Presently the IDB is involved with 
its sixth loan to the BNP for ~ ~ $ 1 5  million with BNP participation of ~ ~ $ 1 0  
million. Of this ~ ~ $ 2 5  million, approximately ~ ~ $ 1 5  million has been 
committed. It has been suggested that slw disbursements of the present 
tranche of the IDB line of industrial credit to the BNP may appear to be 
indicative of a lack of demand for long-term credit. In fact, disbursements 
of that line of credit appear to be affected far more by the commercial terms 
imposed, and, according to unsuccessful applicants, to preferential treatment 
which so frequently influences governmental lending practices. 

The demand for project-based loans will depend largely on the terms 
offered by the credit institution. ?lo the extent that it is also dependent on 
such factors as the success of GOP policies regarding labor rigidities, cost 
reductions and removal of trade restrictions, demand may be almost impossible 
to quantify in advance. 



A list of projects has been compiled for consideration during the 
institution's first year of operation. lhese offered a potential loan 
portfolio of more than ~ ~ $ 1 6  mi ll.ion. (Annex VII-A) 

C. Relationship to USA111 - Strategy 

n7e project complies with USAID policy directives and responds to 
U S A I D / P ~ ~ ~ ~ ~  Is strategy. 

1. IISAID PI ivate Sector Policies 

'Ihe A.I.D. Poli~y Paper, Private Enterprise Development of 
March 1985, mandates that A.I.D. resources be channelled through the private 
sector rather than the 9ubl.i~ sector when conditions make this possible. It 
stipulates that provision of financial capital to LDC private enterprises will 
be subject to the following conditions: 

"a) When its purpose is to provide fi~ancial capital to a 
financial institution so that it can increase its current on-lending to a 
specific A.I.D. target group: 11-1 this case A.I.D.'s resources should be 
c?mnnelled only to development activities which are 1) consistent with 
A. I. D. 's country devrlopment strategy and 2) unable to attract the full aimunt. 
of required financial capital from commercial sources. A.I.D. is willing to 
assume the risks associated with a country's political or economic situation, 
which may be impairing institutional access to commercial credit." 

"The on-lending of the financial institution to the A.I.D. 
target group should be at LDC market determined terms (interest and repayment 
period). If interest rates or repayment periods are artificially set by the 
government, the rates agreed to under A.I.D. projects should be part of a 
planned effort to achieve market terms in the LDC's capital market. As a 
minimum, it should be at positive rates to prevent decapitalization and 
economic misallocation of resources." 

"A.I.D. funds provided to financial institutions should avoid 
introducing government ministries or parastatals into the on-lending approval 
process where such involvement does not nuw exist. FUrthermore, such projects 
should seek to extract government ministries and parastatals from the process 
if they are now so involved." 

'fie project fully responds to these policies. 

The project is fully consistent with explicit recommendations 
of the National Bipartisan Commission on Central America (NBCCA) which call 
for promotion of trade opportunities to increase foreign exchange earnings. 
It also responds directly to policy reLwmmendations of the President's Task 
Force on International Private Enterprise; particularly the recommendation 
that USAID should "Increase substantially financial support to developing 
country businesses, particularly through the funding of intermediate credit 
institutions (ICI 's) and encourage ICI's to provide equity funding as well as 
loans. " 



EUrther, the project provides support to the Panamanian 
business colmnunity for fuller particiption in the U.S. market, which has hen 
made accessible to them under policies and provisions of the Caribbean main 
Initiative. 

n7c 1986 CDSS states that: IJSAID will assist and support a 
common strategy with the GOP and appropriate elements of the private sector: 
(1) to facilitate the transition of Panamanian producers and suppliers from 
total reliance on domestic and Central American markets to greater 
pr.'ticipation in world markets, and, (2) to assure wide dissemination of the 
direct and indirect benefits of such particiption. 

USAID strategy objectives respond to analyses carried out by 
the IBRD, the IDB and USAID; and complement the GOP policies and initiatives 
embodied in the IBHD Structural Adjustment Lmn (SAL) and the related IMF' 
wreement. The Agreements call for a reversal of the policies of 
protectionism and for fiscal austerity on the part of the Government. 

Paralleling the decision to put its fiscal house in order, the 
administration which assumed power in Octoher 1984 initiated an economic 
growth policy based prinrarily on the stimulation of the private export 
sector. The Government's commitment to that plicy is evidenced: (1) by the 
substitution of quantitative restrictions on imports by the imposition of ad 
valorem tariffs, (2) by the revision of export incentive laws, (3) by revision 
of the labor code, (4) by revision of the Industrial and IQricultural law, and 
(5) by the creation of tk..: Panamanian Institute of Foreign Trade (IPCE) tc 
promote and facilitate exports as a complement to the already active 
Investment Council of Panama (ICP), which promotes foreign investment in the 
country . 

Much more, however, must be done to facilitate greater 
Panamanian participation in world markets. Provision must be made to bring 
about; 

a. A substantial increase in the competitive position of 
firms operating in Panama. 

b. Regular flow of market information to potential 
Panamanian su,ppliers/prducers . 

c. Heady access to adequate developmental finance. 

d. GOP support of appropriate private sector initiatives 
through appropriate cll~~rqes in the admini strat ion of 
regulatory servi.ces and promotion activities. 

Major activities which advance the attainment of these 
conditions constitute the substance of USAID strategy. Projects which respond 
to the attainment of each of the four specific conditions are noted below. 



The on-going Investment Wunci.1 of P a n m  Project (ICP) -- - 
(525-0239) ant1 the proposed Procluct Dcvelopmenl: and productivity Improvement 
Project (PDPI), in their market ~carch function, will provide market 
hformation to the private sector and promote the entry of export oriented 
foreign firms into Panama. ?he l?IPI?I, in its production-related function, will. 
provide assistance to improve the productivity of Ptanamanian firms and ausist 
those firms in the prduction of tlew products at competitive costs, as will 
the Agricultural Cobperative Marketin6 Project (525-6222), which assists 

7--- aqriculture coops in advancinq (-G~nercial production for export and for 
domestic markets. This propkl Private &tor Export ~inakin~ Project, in 
con junction with the recently irli tiated bWl1 Business Dcve.lopment Project 
(525-0240), will provide the long term project financing rcquired for 
production facilities. 7T.w Devclopent Policy Studies IJroject (525-0250) 

_I_- supports the policy analysls cal3jility of the GOP, and, in conjunction with 
contiruing dialogue, will promote appropriate policy evolution. A planned 
project for reorienting the funcllions and processes of the Ministry of 
Commerce and Industry (MICI) will support appropriate administrative and 
regulatory changes in that Minislxy and in the semi-autonomous agencies 
attached to it. 

D. Proiect Alternatives 

The search for an appropriate institution or aiechanisrn for 
developmental lending bqan with an examination of COFINA, the Government 
development hnk, and DISA, a privately owned developnent hank, which has been 
the recipient of two USAID loans. CDFINA became inoperative because of 
mismanagement resulting in heavy losses. DISA was unsuccessful in its 
attempts to remove a Government imposed Limitation on the interest charged to 
borrowers and was not functioning as a development bank. Further, its 
ownership pattern was so narrow and its lending practices so highly 
conservative that it would have to be reconstituted to meet USAID mandated 
characteristics. Both institutions were considered unsuitable. 

This left the commercial banking system, and the BNP, which has 
long-term agricultural and industrial windows, as possible vehicles for 
developmental lending. Ihe suitability of commercial banks and the BNP under 
various configurations was cxamirid. Serious flaws, inherent in the 
institutions, precluded their use as effective cl~annels for developmental 
lending. 

1. t3anco Nacional de Panama (W) 

A.I.D. policy discourages the channeling of U.S. resources 
through government financial institutions. Nevertheless, given the generally 
favorable reputation of the BNP, it was thought appropriate to determine if 
that institution had special advantages which justify an exception to USAID 
policy. 

The BNP, through its Industrial Banking Division had, since 
19641 channeled IDB resources totalling ~ ~ $ 3 6  million to the Panamanian 
industrial community. It is presently administering a ~~$15.0 million IDB 
loan; supplemented with ~ ~ $ 1 0  million from its own resources. ~ ~ $ 1 5  million 
has been committed to projects. 



Ilhe relntl.vuJ.y slw di~k~rse~~kml: (31:. the TDD funr~s has boon 
attributable, i n  large part, to the canmercia 1. character of the E3MP's approach 
to lending. Its credit: policy for long-term loans requires full 
colliiteralization, irn interest rate of 14 perr:c:l-k, a placement fee of 2.5 
percent and i1 charge of 1.5 percent on undisbursed tmlances. 'Ibis policy, 
couplcd with lending practj.cw which are sometimes influenced by political 
cunsiderirtions, indicated that the UNP Was less than the ideal instrument for 
developmental lending. No case cmuld be made for a departure from A.I.u. 
policy. 

2. Creation of A Redisc-uunt Mechanism 

A rediscount mechanism which would provide resources to the 
commercial banks from a central lending authority was examined in depth. This 
device was rejected because of the orientation of the commercial banks, their 
lending practices, their lack of expertise in tievelopment lending and the 
difficulties of acceptably allocating risks. 'firm lending is foreign to the 
institutional habits, attitudes, criteria and procedures of most commercial 
banks. Basically, commercial banks engage in short-term lending, finance 
goods for import-exprt trade and provide a wide range of commercial services. 

In the 19708s, the stability of bank deposits permitted the 
commercial banks, wrld4.de, to increase their portfolios of long and 
medium-term credit. Except for the huge multinational banks which set up 
technical depxtxmts to carry out specialized Lending activities, the bulk of 
commercial banks increased their long and medium-term portfolios in response 
to government directives or as a tactic to keep the accounts of major 
clients. However, it is the short-ten financing that remains the main 
interest of the commercial banks because it is less risky; the munts 
required are usually much larger than those of long-term financing; and it is 
more remunerative since it brings with it non-financial services such as 
transfers, guarantees, foreign exchange dealings, insurance, etc., which 
increase substantially the return on the money employed. Thus, for commercial 
banks, long-term financing is an activity of secondary importance whose use is 
to support their principal activity; short-term financing. 

Cbmmercial banks are prinlarily concerned with tangible 
security against their loans while development banks take a long-term view of 
a venture's financial prospects. m e  former nuke loans to firms with 
established financial records and excellent collateral, while the latter make 
commitments, often for a decade or more, based on project appraisal and 
backed, to some degree, by collateral of uncertain salability. 

Developmental long-term lending rests on the viability of the 
project. This in turn depends on the technology that is going to be used, 
economic fluctuations, marketing, government policies, and management. These 
factors can be assessed only over a span of several years and require special 
expertise. ?he long time frame is largely unacceptable to traditional 
commercial banking, and the expertise required for such loan appraisal and 
implementation is not normally present in commercial bank staff or 
management. ?he acquisition of such expertise and readjustment of ccarrmercial 
bank practices would be very costly for individual banks, and would be 
tantamount to the establishment of a new institution within each of any 
prticipating commercial hanks. 



Rediocounting, while providing for .Liquidll:y, letives the 
problem of appraisal. to be resol.vc;~l ei ther by the canmnercial kink, or thc 
rediscounting facility -- so~ncti~ncs by both. Ihcertainty, duplication and 
poor cost effectiveness can hc c-?xpec:ted. Cbviously, bui.lding up pro jecL 
appraisal capability in the institmtion which does the rediscounting wou1.d be 
the preferable alternative, rather than to try to develop such capability in 
each of the conuncrcial hanks whicli use the retliscount facil ity. While 
development of such capability i.n the agency chosell to provide the 
rediscounting services is f easi t)l.c?, it offers no advantages over developing an 
identical capability in an insticlut:ioti which would do direct development 
lending. 

Risk issues aim enter into rtdiscountiny considerations. If 
the rediscounting is based on t h !  htermedii~ry commercial bank paper, withnut 
recourse to the intermediate cc)nuot?rcial bculk, risk is transferred to the 
rediscounting authority. Prudent. assumption of such risk would require 
additional. project review and appraisal. 

Should the recliscwunt authority have recourse, it would 
probably have to counter the well-observed tendency of commercial hanks to 
redefine commercial loans in devslopntal terms, and to determine if the 
rediscounted loans are simply substitutions for loans which could have been 
mde through standard commercial practices. 

While rediscounting has, in ma~y instances, proved to be a 
successful mechanism in so far as the extension of credit to small scale 
enterprises is concerned, to the tkst of USAID'S knowledge, based upon an 
extensive review of the experience of A.I.D. and IRRD, this mechanism has not 
been used successfully for the extension of credit for the type of activities 
and the level of investment envisaged in the project. 

To determine the feasibility and acceptability of a rediscount 
facility in Panama, USAID conc1ucted a survey of commercial banks which could 
be expected to use such a facility. Included in the survey was one bank which 
reportedly had favored the creation of a rediscount facility. When asked 
under what conditions that bank would make development loans, which would be 
eligible for rediscounting, the manager replied that (1) the bank did not have 
qualified staff to do project appraisal and that it would require extensive 
technical assistance from the rediscount authority and (2) if the bank 
accepted the risk on loans, the Loans would be made on commercial terns. 

All other respondees replied similarly. The only exception 
was a major U.S. based hank which stated flatly that it was not interested at 
all, because it wantd to reduce, not increase, its exposure in Panama. 

?he survey revealed that (1) all the commercial banks 
considered themselves technically unqualified to make developmental loans, 
(2) they might undertake such 1-ending if a subsidized technical facility were 
made available to them for loan appraisal and if risks were borne by the 
discounting authority and (3) if they were to take the risks, they would 
utilize the rediscount facility only as a source for commercial lending. 



' l Y 1 ~  Eaintril~ility of the creak i.on of a furld whid~ cju:~rimt:eos 
devol.opr~!rit .lwnr-l nmdo by c.urwrcia:l banks wan explored and rejoctwl. A 
guarant:ao fund, to he vii.rhlo, rqlires that :its risks tx? spread over an 
extensive p r  tfd.io, Givan the relatively sr1~11l number of develol=nt loans 
whLch can be nhaorkl by the I~al?iin\cmian market, the Long-term mti~rc of the 
lwu~s ar)d their relatively I.arge average size, the exposure of a fund uscd to 
quarant-.w the111 would be cictuarially unacceptahl.e. 'Ihe provision of a project: 
appraisal capability to the guarantee authority would result in the saw 
inefficiencies and costs as a rediucaunt facility with no assurance that the 
riskn would Lx? reducxid to an acceptable level. 

E. kquired Cfiaracterj.stics of - the New Institution 

Traditional development finance institutions (DFIS) have two 
characteristics which account for their proliferation throughout the 
developing world: (1) they specialize in industrial development, and (2; they 
c.ncentrate primarily on long-term financing of industrial assets. From the 
early 1.950~~ the JBRL), frequently with the participi~ion of A. I. D., has 
supported the establishment and grwth of DFIs. The IBRD has assisted in the 
establishment of DFIs in Africa, Mia, Europe, the Middle East and Latin 
Arrerica has provided over ~ ~ $ 1 1  billion to 137 DFI's which in turn have 
financed US$50 billion in new projects and created 2.5 million new jobs. 
A.I.D. alone, in the pericd 1958 to 1968, provided 61 loans to 45 DFIs. The 
empirical evidence suggests that the DFI's have proven useful and have 
warranted continual support from the development donor community. Tlle record 
of such institutions in Panama, however, was spotty, at best. It was 
therefore essential to draw on the experience of successful DFIs and on the 
lessons of the Panmian DFI experience to design a new DFI which would 
perform successfully in the Pananmian economic and social ambience. 

1. Public vs Private Institution 

As noted in the discussion of the National Bank of Panama, 
(Secticn 111-D.), ~SA1D/~anama policy calls for use of private financial 
institutions as conduits for USAID development finance. Review of public and 
private alternatives substantiates the wisdom of that pqlicy in Panama. 

It has been concluded by USAID and the GOP that the failure of 
COFINA and the slw disbursements of the E3NP were primarily due to the public 
ownership of these institutions. Lending activities of public institutions 
tend to be slow and cumbersome, are often influenced by political 
considerations and profits are not maximized. Private institutions, with 
their m funds at risk, are far more sensitive to the soundness of their loan 
investment. In fact, the Government and the IBKD, cognizant of the inherent 
problems in a publicly owned developnent credit institution, were seriously 
considering replacing COFINA with a privately owned organization with minority 
Government participation. However, this option was not supported by the 
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It is 11sefu1 to rlott? th;lt tho ceauation of operation of tho 
private1.y owned IJISA was related wre to interent rate ceilings imnposcd on it 
by the C ~ I ?  ra t.hor than tro o res1.11 I: c.)E ineffective mrnagornent or lending 
practices. l'he c?riabli.ny ilwree undct: which DISA was incorporated utipu.'.aLed 
that thc intercut rt~tc. dlarrpl by I:hirt inati1:ut:iori cou1.d not exeed 9 
percent. The ins t i l:.u t ion recom~~c-?ric~cxl in this propsed project wi 11 be formnm'i 
under the f3anking or Carmnercinl. I.iiws, snd hence not subject to such 
limitations. 

'Be di.stributi.on of ownerahip in the proposed bank will 
influence both plicies and prar!l.i.ces as well. as the public perception of 
those plicies and practi.ces. A broadly based ownership pttern will k 
required to preclude dominance of t'he j.n~:titution by a small group of 
stockholders, and to insure that the institution is subject to continuous 
review by a suitable cross-section of the business comn~unity. 

?he ownership pttern must also provide for a broad 
sub-sectorial representation. In addition to the banking skills, svhich may be 
brought to the institution through bank anership, we would expect 
industrialists, agriculturists, marine interests, and commercial interests, by 
their particiption, to bring special skills to the organization. ?he 
ownership configuration needed is one which will yield a board of directors 
characterized by vision and ~reativer~ess, and tempered by prudent judgment, 
knawledge and pragnia t ism. 

To assure a minimally aco,,cable diffusion of ownership, 
subscribers will he limited to the purchase of shares in accordance with the 
following guidelines: 

a. InstitutionaL investors - a maximum of 20 percent or 
$900,000. Individual investors - a mimum of 1 percent or $ 45,000. 

b. Institutiorial investors will not be pr~nitted to own more 
than 80 percent of outstanding shares; unless there are seven or more 
institutional subscribers, in which case, institutional investors may own up 
to 90 percent the shxes. 

After the initial subscription, which must be approved by 
USAID, the shares may be transferred by the shareholders as long as the 
holdings of any individual or institution do not exceed the limits set forth 
in Paragraph (a) above. 

3. Management 

Inadequate management and the loose definition of management 
responsibility have been identified as the major factors contributing to por 
performance of DFIs. ?he new institution will secure the services of a top 
notch, full time manager who has worked in the banking sector. Given the fact 
that there is an ample supply of excellent mmrcial bank executives in 
Panama, it is likely that potentially successful managers could be recruited 



f roln tho I?;lrm~rniar.~ :I.akx>r ~nr~rkat. tlowavcr , t w/ohe woultl rcquirc extenniva 
training and f irsl: cl.aoa l:eclmic:al assistanco i.n devolopent banking during 
the first Yc!iltS OE hin/hcr apintmnt. 

I h e  manager's f2ff~ti~et-E~~ would hc influer~ccd by the quality 
of project anal.ysis presented by technicians e~llployed or cmntracted by the 
institution and hislher cwn ;rhi.lity to gauge the quality and relevance of the 
analysis. Therefore, the manager selected must: he fully co<3niEmt: of analytic 
techniques or h? rapidly trained in them. Further, the Immger can operate 
effectively only if his/her authority and respnsihili t ies are clearly defined 
arid honored in practice. Char guidelines will be formalized which will 
establish the relationship between the bard of directors and the manager, 
especially in matters relating to loan approval procedures and standards. 
These will be established when the institution's operating guidelines are 
drawn up and USAID approves them. 

USAID expects the institution to have a large portfolio of 
agroindustrial projects. 'Ib provide appropriate technical support for 
appraisal and implementation of such projects, an agroindustry specialist 
would be included in the management team. 

4. Services 

?he services of the institution will be directed to 
non-traditional export industries and will focus on those projects which are 
viable but are of marginal interest to the commercial banks due to the lack of 
yuarantees/collateral. Ib ensure this, the institution will incorporate a 
risk premium into the interest rate that will be charged. Because 
developnental lending has greater risk than commercial lending, interest rates 
will always be higher for development loans. ?his will discourage those 
businessmen who already have established lines of credit at commercial banks 
from applying for loans at the new institution. 

The services offered will be limited to those traditionally 
provided by DFIs. tbwever, the institution will offer certain commercial 
services to clients which are recipients of project loans. mose services, 
notably the provision of permanent working capital, will provide additional 
incune to the institution and create a body of experience and knowledge in 
export transactions which will strengthen the institution in its role of 
promoting export-oriented projects. 

5. Prof itability 

Profitability is a sine qua non of private enterprise. 
Rational private investors are unlikely to invest in any activity, no mtter 
what social and economic benefits accrue from it, unless the activity promises 
an adequate return on investment. In fact, profitability is the single test 
of viability of a private enterprise project, and provides the basis for 
additional capital mobilization and growth. 

Tb assure such viability and a reasonable return to the 
investors, the financial configuration of the project design would anticipate 
a return on equity of approximately 12 percent. ?his is modest by Panamanian 
standards, but is considered adequate and prudent for a project of this nature. 



6. Growth Potent ii~lk~source - Mobi I.ization 

USAID funding i~ intended to facilitate the development of a 
DFI which will play an increasingly important role in financing r?i~lillkwiai 
economic growth. FYovisions for growth in assets and resource availability 
have been incorporated into the project design. T b  this end, the Project 
Agreement will stipulate that a sufficient: percentage of earnings will be 
retained by the institution for ;I build-up of equity. 'Ilie increased equity 
txise, coupled with the profitabil.j.ty record of the  institution, will establish 
the fiscal hse for acquisition of additional resources from international 
lending agencies, both public and private. lwarcls the end of the project, 
technical assistance cmuld be provided to strenghthen FIDFSA's resource 
mobilization strategy. 

~nservotively, the institution will be able to attract 
sufficient funds to replace the principal of the A.I.D. loan as it is repaid 
as well as borrow an additional uW.5 million over a three year period 
starting in the tenth year of operation. 

In addition, resaurces would be mobilized through co-f inancing 
arrangements, ~ m d  the issuance of debentures. FIDEA may also expand its 
equity base through new stock issues. The risk-sharing provision of this 
project will facilitate FIDESA's ability to raise additional capital. 

F. ?he USAID Financial Packme 

?he loan/grant elements of the USAID support had to be 
desiqned to enable the new institution to acquire and maintain the required 
characteristics outlined in Section 1II.A. "Pationale Framework" and to 
operate effectively. 

The viability of the institution requires that it acquire and 
service a portfolio large enough to produce revenues which would cover the 
cost of money, administrative costs and provide for equity gruvth and 
dividends. A financial analysis indicated that a portfolio level of 
approximately ~ ~ $ 2 3  million would meet these requirements. 

The selection of the USAID loan amount was determined by 
balancing leverage requirements against the most reasonably prudent 
equity/loan ratio. A ratio of 1:4 was agreed upon. The application of this 
ratio yielded a loan element of ~ ~ $ 1 8  million and an investor equity of ~~$4.5 
million. An equity/loan ratio of 1:8 or 1:10 is comnly used as a basis for 
financing DFI's. 



Techniciil ansis tance and train i fig in rwgement and pro ject 
analysis are considered to be elements which mrkribute to the development of 
a sophisticated and fully professionalized institution. Given the cost and 
revenue restrictions (See Annex V11.C) imposed on the new institution, there 
is no way it ~ r d  absorb the additional costs entailed in such assistance and 
train. E'urther, such assistance contributes to the protection of USAID1o 
programtic and fiscal interests. Grants to support such activities are 
provided in the project. nlnding for USAID monitoring and evaluations is also 
included in the grant package to insure adequate implementation of the 
project. Grant funding totals ~~$1.3 million, an equivalent of 6 percent of 
the combined exposure of USAID and the investors. 

3. Risk Sharing 

Until recently, USAID policies ~xrmitted the extension of 
l m s  to development financial intermediaries (WIs) at concessional interefit 
rates. mose rates, usually set at 2 percent or 3 percent, allwed DFIS a 
large enough spread between borrawing and on-lending rates to absorb bad debt 
losses and to produce a positive revenue flow. New A.I.D. policy requires 
that Agency loans to DL'Is carry an interest rate which reflects the cost of 
money to the U.S. Treasury. AID/w, however, decided that it was prepared to 
partially fund bad debt write-offs of the propsed new Panamanian 
institution. lhe justification for such "risk sharing" is to encourage the 
institution to be more aggressive in development lending and less conservative 
in its operations than would otherwise be the case. 

In elaboration of a formula for risk sharing, two conditions 
had to be satisfied; the degree of risk sharing had to be of sufficient 
magnitude to encourage aggressive iending; but not of a mgnitude which would 
provide excessive returns to the investors. Utilizing an illustrative model 
prepared by PRE/PPC as a guide which provided for a yearly retention of up to 
5 percent of the A.I.D. loan to be used for bad debt write-offs, USAID 
prepared financial projections satisfying this condition. mese satisfy the 
financial conditions established by AID/W, are acceptable to the prospective 
investors and will be included in the Project Agreement. (See Section V1.C 
for an explanation of the risk-sharing mechanism). 

Ihe goal of the project is to increase economic growth and reduce 
unemployment. 

?he purpose of the project is to generate increased export earnings 
by substantially increasing private investment in manufacturing and 
agribusiness industries for exportable goods. A private sector development 
finance institution will be established as a viable instrument for providing 
Miurn and long-term development financing, technical assistance, and advisory 
services to the export sector. 



'fie E'inanciera lk l~xpc)rL=ciones S.A. (PID~SA) will. bc! i l  financial 
institution which will assist irr the promtion of invcdtmerit in 
export-or ientd industries through the provision of ~nediumn- and long- tcrrn 
loans, equity particiption, and I:echni.cal assistance. The initial 
resources of FIDFSA will consist. of the WM.5 millimm by private sector 
shareholders, lf~$lR million in IJSAII.) lmri funds and  US$^. 3 million in USAID 
grant funds. 

I3. fmd of Proicct Status 

1. LqDW, a viablo DE'I cilpnble of serving its c.lient sectors, 
will be in full operation. 

2. FIDESAwill have;-I net loclnprtfolioof ~ ~ $ 2 3  million. 

3 .  Support services to client enterprises to assure the efficient 
management of their investment will be in place. 

4. ?he reserve for extraordinary bad debt will be 2 percent of 
the nbt loan portfolio and coritrihte to l?CI>EiA's ability to mobilize new 
capital . 

5. Fbur staff rnelrbcrs of FII>EA will be fully trained in the area 
of development &inking. 

6 .  m e  cefinancing of loans with LAAD and other institutions 
will have been accmplished. 

C. Organizational Status -. 

About three years ago, the Board of Directors of Iksarrollo 
Industrial S.A. (DISA) apprmcht4 U S A I D / P ~ ~ ~ ~ ~  for a new loan in order to 
reactivate the development lending operation of that financial institution. 
DISA is a private industrial creclit institution founded in 1964 by a group of 
prominent businessmen with paid-in capital of  US$^ -0 million. USAID and the 
U.S. Export-Import Bank (EXIMBANK) provided it with ~~$9.1 million and ~~$2.5 
million respectively. ?he funds providd by USAID and the EXIMBANK have been 
repaid. In recent years, DISA has been inactive because the imposition of an 
interest rate ceiling on its loans by the Government was a disincentive to 
lending and it was more attractive to maintain deposits with higher yields. 

For a variety of reasons, u S A I D / P ~ ~ ~  felt there was no 
urgency to respond positively to IIISA's request. The most important of these 
reasons were: (a) the presumed weak demand for investment credit due to the 
world wide recession, in particular the economic situation of Panma's trading 
partners in the western hemisphere, (b) the uncertainties regarding the future 
of COFINA and (c) the uncertainties regarding the approach of the new 
Government to the very serious economic problems. EWthermore,  panama 
believed that the institution receiving assistance should be much more broadly 
hsed than was the case with DISA. 



In the intervening periotl, tlwae issues hzv- ken clarified. 
panama s trading partners art? undergoing economic recovery. The COP/ IDHD 
efforts for the restructuring and revitalizing of COFINA failed. The 
Government now in office is aware that the nnst importcant contributing factor 
to economic recovery lies in policies and measures that would assist the 
promotion of non-traditional. exports by the private sector. ALSO, in the 
continuing dialogue with DISA, it was made abundantly clear that USAID would 
not be interested in assistance to a financial institution in which there is 
overconcentra tion of ownership and which would engage in commercial banking 
operations m t  immediately related to investment for export promotion. 
Therefore, the Board of Directors of DISA was advised to investigate the 
pssibilities of organizing a group of institutiwal and individual investors 
who would be prepared to invest about  US$^. 5 mi. Llion in a new financial 
institution which would engage in project lending, equity participation, and 
technical and advisory services for the promotion of investment in 
export-oriented manufacturing and agribusiness enterprises. It was also 
strongly recommended that efforts be made to interest a foreign bank with a 
strong trading ccmpany subsidiary or a foreign trading company closely tied to 
a bank in becoming a major shareholder. 

bbre than a year ago, it seemed that a group of investors 
acceptable to USAID had been organized. These were DISA, Grup Nacional 
Pribanm, Grupo Melo, and the Latin American Agribusiness Development 
Cbrporation (LAAD). The shareholders of these institutions and other 
prospective individual shareholders represented prominent, successful and high 
networth individuals in the private sector in Panama engaged in mufacturing, 
agriculture, cattle breeding, trade, banking, insurance and various 
professions. fiz~wever, further progress was not possible because the 
concessional rate of interest proposed by uSA~~/~anama was not acceptable to 
A.I.D. ?his important issue was not resolved until April, 1986. 

In the meantime, some of the organizers of the institution 
lost interest and new prospective investors had to be approach~d. At present, 
DISA, Banco General (the largest private savings and loan bank in Panama) and 
BANCOMER are strongly interested in participating in this development credit 
institution. 

2. Leual Status 

The organizing group has incorporated itself as a "Sociedad 
~n6nima". This is but one step which is necessary to insure that the legal 

, character and type of institution to be created be most appropriate to the 
institution's ubjectives. The existing laws and regulations that control the 
various types of financial institutions constituted under the laws of Panama 
offer various licensing options which are further discussed in Section VI.B.l. 

3. Stockholders 

An organizing group, consisting of representatives of DISA, 
Banco General and EWKDlER, has proposed to play a quasi-underwriting role in 
the placement of stock. Bch of the three institutions would acquire ~~$1.5 
million of the required ~~$4.5 million capital. Each would in turn sell 
approximately US$O. 5 million to US$O. 6 million to its individual. stockholders, 



to other institutions and to th(? public. A rninlm~an of 1.0 percent of 
subscribed capital will be resc~rvcxl for the puh1.i~. At this t:imc, a ra~mlxr oE 
other banks have expressed interent in acquiring stock in FIDE' and are in 
discussion with representatives of the organizers. 

A prospectus is tzing prepred. It will be circulated through 
major business organizations and through the press. Meanwhile, an infor~ml 
canvassing of industrialists, agriculturists and others, who have previously 
expressed interest in t.his project:, is being carried out. 

USAID will. require that the ultinute stockholder mix conform 
to the formula set out in the H;ltionale, Section III.E.2. Although, 
justifiable minor adjustments m y  be accommodat~i, any signif icmt variation 
from that formula will not be xceptahle to ULSAID. 

Organization and Management -- 
Chart 1 shows the props& organizational structure for the 

initial years of FIDESA. Annex VII B describes in detail the organizational 
functions of FIDESA. In the initial years of its operation, the institution 
will be staffed with a very smal.1. team of professionals and the minimum number 
of required support staff. It is envisaged that it would open its doors for 
business with a General Manager, two J m  Officers, (one, a specialist in 
agribusiness), and an ~dministrative/@rations Officer plus two secretaries 
and a messenger. Assuming that the operation of the institution reaches the 
level anticipated in the project ly year 4, additional professional staff of 
two assistant loan officers will be hired. Wmprary experts will be engaged 
to assist in the analysis of projects which involve specialized production 
techniques or otherwise raise special concerns. ?he grant con~ponent of the 
USAID assistance provides the necessary funds for the services of such 
experts. Also, in the initial years of its operation, the institution would 
need support both in establishing its policies and procedures as well as in 
project appraisal, loan documentation and project supervision. The project 
grant fund provides for the services of an advisor to the Managing Director to 
assist in all phases of the establishment of the institution until it has 
become fully operational. (Fbr details, refer to Section IV.E.l.) An 
internationally recruited expert in development banking will assist and advise 
the Managing Director during the first four years of FIDESA's operations. Ihe 
Advisor will be a non-voting member of the Doard of Directors. The 
appointment of the Managing Director and the Chief Credit Officer of FIDESA 
will be subject to USAID approval. 
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D. Project Operation 

1. Services Provided 

'Ihe primary servil~ to be provided by FIDESA will be 
financial. Additionally, FIDESA will be engaged in advisory technical 
services, structuring and arranging co-financing and the developnent of the 
local capital market. 

FIDESA's financial and human resources are intended for the 
promotion of investment in export-oriented manufacturing and agribusiness 
enterprises. Project based medium- and long-term loans that have a 
significant economic impact on export of non-traditional goods and provide 
employment are the high priority targets of PIDESA. In this respect, FIDESA's 
resources will not canpete but will complement the services now offered by 
existing financial institutions. 

1/ - ?his is a functional committee consisting of; the Managing Director, 
advisor to the Managing Director, the Sr. Credit Officer and any 
necessary consultants needed to evaluate a particular project. 



E'Ir)i',C;A will jrovide ~xmrvmcnl: working capita 1 only to i tx  
clients who are rccipierltu of dc:vc:lopntal lcmt~s and pro jecta which i I: 1x1s 
al-ready f inanccrl. 

F'IDFSA wi1.l. not lend to ~X~vernment--owr~cd and/or operated 
enterl~riseu or enterprises in which the Government has a prticiption. 

Jan terms i111d interest rates will vary with projects and 
risks involved. It is envisaged that the term of the lams would not be less 
than three years and average intxrest charged will be the comnercial bank rate 
plus a risk premium. Risk preniitms will add approximately 2 percent to the 
interest rates. 

Another activity of FIDEA will be equity financing. 
%cause of its close relationship with the banking and industrial sectors, 
FIIIFfi should be in n good psi tion to identify prospective irlvestors in 
projects suhnitt~d to it whose capital base needs to be strengthened. The 
extent of FIDFhSA equity prticiption will depend on; 1) the equity needs of 
an enterprise and the anticipated shortfall, and 2) the capital participation 
that FIDESA will he allowed to have in a single enterprise. 

FIDESA will not take an equity position in a Government 
enterprise. It will not become responsible for the management of an 
enterprise. In the unlikely event that FIDFSA does become a majority 
shareholder in an enterprise, every effort will be made to transfer the 
management of the enterprise to other shareholders. 

c. Capital Market Development 

?he equity participation of FIDESA will, in the long run, 
contribute to the development of the local capital market. It is expected 
that once the project is implemented and its profitability proven, FIDESA 
would disengage itself by the sale of shares so thiit its resources muld ?ae 
used elsewhere. 

d. Other ,Services 

If FIDESA i.s not interested in financing a project and 
the Government has a special interest in its implementation, FIDESA may 
administer a Government loan for a fee. FIDEA will not assume any financial 
risk in such oprations. 
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i . Ih.l.ess IJSA'I I ,  otherwise agrees to irr wr .i. t j . r q ,  I;'II)I:SA ' s 
total. cxmni trr~rrt ( .i rr t:hc Eorrn of I oms, yuiirarr teen and stock prrti.cipr I: im) to 
a specific pro jeck w i. I.':. not exccc.~ l 80 prcent o f  I:hc? tckal. project: c.mt , or 
US&. .5 m i  l I. ion. 

j. I9wcpt ion:; I I I ~ I Y  tx nliltie i n  rcg,mi to 1-hi! restrictions 
enumerated in p.~r;iw~~phn (e)  to  ( i )  in cilnee where E'IIIESA is actirlg either as 
a deps i  tory- trustee, or on bt>hill.f: of the Covernment as the adatinistrator of: 
funds carmarked for spc i f  ic pro jccks or when the obligations i t  has asswi~r:d 
vis-a-vis third part i w  arc t:ot.;r 1 l.y and unconcli tionnlly ccverd under the 
Government ' B gwirankee . 

k. Ur~lcss USA I l l  otherwise agrees to i.n wr i. tiny, l+'III',SA w i  L l  
not. gratrt L m s  for the purpose of ~ .ef  incmcing projects or enterprises. 

I. FIDESA'S intxrest rate on its loans w i l l  be h s e d  on the 
market ra:,c for the type of project being firmnced, the terms of the loan, a 
risk ~ren~jum and i t s  own cost of funds. 

m. In addition to interest, FIDESA w i l l  cu3llect a once-only 
fee of up to  2 prcerit of the total lmn  proceeds payslble a t  the time of the 
f i rs t  disbursement on any ~ ~ d i u n t  (3-5 y r )  and long-term (5  yrs and up) loails 
that i t  makes, The fee is intended to cover the cost of the studies and 
analysis made i n  connection w i t h  project a-raisals. 

n. As a general rule, the maximum term of a loan or 
guarantee w i l l  not exceed seven years. The grace period w i l l  normally be two 
years from the date of the Loan contract. A loan or guarantee commitment 
shall renain i n  effect for a mximum of s i x  months from the date of approval. 

o. FIDESA w i l l .  charge a fee for the issuance of guarantees, 
the size of which w i l l  depend on the nature of the project. I n  the nornd 
course of events, this fee w i l l  not be less than 1.5 percent per m u m  of the 
amount of guarantee outstanding. 

p. While FIDKSA'S approval of a loan w i l l  primarily be based 
on the feasibility of the particular project submitted for financing, F1Dli;SA 
w i l l  require some collateral for a11 loans it grants which may be i n  the form 
of securities, mortgages, pledges, bonds and shares that have market value. 

b e  to the higher interest rates that w i l l  charged on 
loans made by FIDESA as campred to cu3mmercial banks, those potential 
borrowers that already have adequate collateral and lines of credit w i l l  be 
discouraged from using this facility. 



n. When rrnkitiy equity invest~rlcmt.~, FIIIIiSA will not take a 
controlling interest in any entxrprise in whj.cl.1 it has invested or other 
interest which would give it prinwry respor~sihility for rwmagement and it will 
not acquire more than 25 percent of the share capital of an enterprise. ?his 
docw not mean that: it m y  tlot insist on placing a representative with the 
right to be heard and to vote on the bard of directors of the enterprises in 
which it holds shares or to which it has made .Locms not yet repaid or to which 
it has extended guarantees. 

t. In accordance with riorml. banking practice, FIDESA will 
require tht its borrawers obtain and maintain adequate insurance policies, to 
keep records and accwnts in accordance with sound accwunting practices and 
that they furnish such infornation on their operations and costs to FIDESA. 
FIDESA will incorporate language into its sub-loan agreements so that it has 
the right to inspect the enterprises it finances from time to time. 

u. After review and approval by FIDESA imd prior to 
finalization of a commitment to the client, lmns, equity participation, 
guarantees or other commitments to a project individually or totally exceeding 
~~$500,000 will be submitted to USAID for approval. 

3. Wlsiness Plan 

In the first four or five years of its operation, FIDESA 
should be able to build a substantial portfolio of loans and possibly a mdest 
portfol.io of equity participation. ?he project anticipates that the 
outstanding loan portfolio will increase from I J S $ ~ . ~  mill.ion in year 1 to 
11~$23 .8  million in year 5. ?he rapid build up of the loan portfolio is 
essential for generating sufficient income and profit after taxes so that by 
year 4 E'IDESA would be self-sufficient and able to distribute dividends. 

By the end of year 4 or 5, FIDESA will have utilized all its 
resources, i.e., its capital and the USAID loan. Therefore, the increase in 
its portfolio will be modest, depending on its retained earnings. Wever, at 
that point in time, FIDESA should have become a well established financial 
institution with access to other sources of funds from such institutions as 
IBKD, International Finance Cbrporation (IK), IDB as well as the capital 
market. Conservatively, the financial projections do not assume any fresh 
sources of funds until year 11 when the repayment of the USAID loan starts. 
However, more realistically, FIDFS, through its efforts in project 
identification, should generate high quality demand and, having established 
its credit worthiness and professionalism in development financing, should be 
able to mobilize additional funds much earlier than assumed in this project 
Ewer 



1. Technical &mi.~ tmce ----- 
The technical ass i.s tance component includes a contract aclvimr 

for the first four years of the project and advisory services for project 
development activities for five years. It has already been explained that 
while Panama is il irlajor wor1.d tmlking center, development and investment 
banking skills ;ire not reildily i~vailable. Every effort will be to employ 
competent individuals knmledge;~bl.e in development finance. Elowever, in the 
initial years of :ts operation, the institution will need support in 
estahlis'hing its policies and pmxkhres and in project appraisal, loan 
documentation and project: supervision. Ihe project provides for an advisor to 
the Managing Dj.rector who would irssist in all phases of the establishment of 
the institution until it has hccmlw fully operational. 

Obviously, xequc-.sl:s for loans and equity investments would 
cover a wide spectrum of ~mnufacturing and agribusiness activities. It would 
be unreasonable and wasteful. to expect a new institution t.o have in-house 
expertise for the various kinds of projects it would have to review, appraise 
and recommend for loans. Furthermore, the costs of such services are usually 
high and beyond the financial caprlhilities of a new institution. Short term 
specialized technical assistance will ke provided during the life of project, 
during which time the staff of the institution will be trained and haw gained 
experience in development banking. 

Short-term training of 20 person-months will be provided for 
the staff of the institution in project development and appraisal. It is 
envisaged that they would participate in programs designed for this purpose by 
the World Bank, U ~ I D ,  or academic instf tutions 
one to two months. 

comprehensive 
consultants. 

Project Monitoring 

FIDECjA will be monitored by the 
Fdditional staff to monitor this 

maluat ion 

for intermittent periods 

Private Sector Off ice of 
project is not required. 

As described in Section V1I.C. "Evaluation Plan", three 
pr~ject evaluations will be carried out by independent 



'Ihc I*'l.~li~rlcii~.l ma lyo ia  i n  Scction V I  .C. , h r c k ~ d  up i n  grciitor dct~ti.l. by 
t:hu tail.oncc. ~ h e e t :  ilnd p r o f i t  and .lo88 projcciLions fo r  20 years  i n  Annex 
VII .C., i o  kxiucd o r 1  such fac to r s  ils expectcd c~omiinll, reasonable :Level of 
o p r a t  ims, c q u i  ty u ~ p i  t:;~l., '1.a.m funding, t x ~ d  deht , Loan cqui ty r a t i o ,  r a t e  of 
interc.uk chirrgeahlc t o  tho c l i e n t s ,  and dividorlil payments. Cn tho strength of 
tihis anillysia, it i b  recommc?r~dc~ that F'IDPSA br! eotablishecl with a share 
capital .  of: ~s.M.5 111il1 ion t o  be paid-in over i j  +year period, and tha t  an 
USAID loan of 11~$18.0 milLion be authorized, with grant  funding of ~ ~ $ 1 . 3  
mil l ion t o  provide technical assistance,  project: monitoring and evaluation 
over the five-year life-of-project.  

Lmn 
Grant 
Total. 

LxMn 
Grant 
Total 

m 
Grant 
Total 

LxMn 
Grant 
Total 

m 
Grant 
Total 

LDan 
Grant 
Total 

'llABLE I: SlNMWY J?INAN(!LAL P W  3J 
(US$ i n  thousands) 

Year 1 
2,500 2,500 

250 - 
217510 2,500 

Year 2 
4,500 1,000 

3 50 - 
4,850 iXm 

Year 3 
4,500 500 

Year 4 
6,500 500 

Year 5 - - 

A l l  Yssrs 
18 , 000 4,500 

1,300 - 
1- rn 

1/ Expenditures. 



3. Project: Advisor 

4. Evaluation 

5. Inflation and 
Cont irigency 

13. LQim (USAII)) 

C. Cap. FIDFSA 

'mm 

A. -ry Market Analysis 

m e  Panamanian economy is showing signs of increased growth with 
GDP increasing by 3.3. percent from 1984 to 1985. In addition, stimulus is 
expected to come from the passage of a new Industrial JAW, which gives 
excellent incentives to those companies that export, as well as the recent 
liberalization of the Labor CMc. 

Thus, a t1  incrmse in demand for medium- and .Long term credit is 
expected. This demand will not be met because banks that offer credit of this 
type are reducing their expsure in J?anam due to the country's high level of 
foreign debt and the large exposure that they already have in Government loans. 

In addition, there is a complete lack of developmental lending in 
Panam. All potential loans arc evaluated on the collateral and guarantees 
that a Borrower has and not on the project for which the loan will be used. 

Thus a prima facie case can be made for the establishment of an 
institution which will provide medium- and long- term credit to qualified 
Borrowers in P a m m .  

1/ Expenditures. - 



1.r1 ortlc:,: LC.) tlc:.t:wla! rrc.: ovc!ri~l I. dc!~nrt~cl for tihe abovc-nctltio~~ed 
crcdi.t:, IJSA~~~/I~~II~IIWI cx~r~tri~(:td with ~nvuntjq~~(:i.&i y lksilrro11c1, S.A. (INI)IILSA) 
to cirrry out. ; I  thmrtid 13t:m'ly. 'Ill(: c,u>l~su.lti~ritr~' report:. is preseritcxl i ~ s  mrlox 
V I  I-A. In it, the! cxmnu l.Ltrril-.o ~~rojr-ctcd the nvrin c~mporlerrts of ;qgrcqa to 
dcrw~nil and ~uppl.y firctors for three sccnar h a .  Ihe base case ilssulwe t1m 1: 
mnufn,:turirq wi.J.1 grow at iiri onnual rea'l. rat(! of 2 percent in the next: 5 
yearo anti 3 j~rcent in Lhc! fol. l.cwing 10 yeiiru. Under the optimistic s(:(mi~rj.o, 
it at.loi1mc.s th~t m;~nuh~cturi.~iy wi1.L grow ot tiri iinnual real rate of .LO percent 
in the next 5 years and 12 p:rcent in the fol.l.wing 10 years. Ihcler the 
pes~imistic scenario, it is assumed thlt n~mufi~cturing would grow at the 
constant: annual real rate of 1. percent throughout the next 15 years. mr 
investment outside manufacturirlg, (i.e. agribusiness, tourism and services for 
export) where there is an absence of statistical records, the consultants' 
projections are based on a survey of potential demand for funds for projects 
identified from prospective irwestors, various studies and commercial banks. 
The corlsultants made judgments regarding the probability of the implementation 
of these projects. main, it1 the absence of statistics on the terms of 
lending, the consultants carried out $3 survey which concluded that-. 338 percent 
of txmk loans arc mde up of medium- and lory- term loans. 'lhese Loans were 
deend to be for fixed assets. 

Ihe study concludes that there will he a gap for medium- and long- 
term credit of ~ ~ $ 1 4 2  million, ~ ~ $ 7 6 7  million and ~ ~ $ 8 3  million in the base, 
highqrowth and law-growth cases respectively. 

m e  to changes in the law which are intended to promote exports, 
the use of historical data to project the growth in exports was meaningless. 
Instead, a list of ptential export projects that FIDESA could finance was 
compiled by INDESA and is presented in Annex VII-A, Exhibit 2.5 - 2.8. This 
list sham a firm demand for medium- and long- term credit of ~~$16.3 million. 
In addition, there is an additional potential demand of ~~$62.4 million for 
projects that- are still in the development stage. 

Ihe organizing group of FIDESA has also examinell the demand for the 
above-mentioned credit. meir study concluded that there is a projected 
de~nand for medium and long-term credit in excess of the funds to be disbursed 
under the project (~~$22,. 5 million) . 

L1. Summary Institutional Analysis - 
1. Incorporation Stratq 

Panmnian law allows a financial institution to be 
incorporated in several different ways. The two methods most cc~mmonly used if 
an institution is to be lending domestically (and which are preferred by the 
GOP), are to incorporate as a financiera with a general commercial license or 
as a commercial bank with a banking license. 

?he organizing group examined the two options and with the 
advice of legal counsel and the concurrence of USAID decided to incorporate as 
a financiera with a general commercial license. The reasons are as follows: 



a. king i~hLe Lo  evn.lu;l t:e props& pro jec ts  rapidly while 
st ill maintaining a system of chr?c:ks m d  Ixlances. 

I .  I3 tahlisllir~g simple and clear task respnsibili ties. 

c. Fstablishilig a system whereby project cvaluntions are 
carried out prior to any lending clecision without consideraing t . 1 ~  financial 
strength of the a@liccmt. 

?he staff of FIDK! will be small, well qualified a d  well 
trained. They will be supplemented by short-term specialized teclmical 
assistance available to them whcnever needed to evaluate propsed projects. 

Staff personnel will initially consist of a Managing Director, 
hisher advisor, two h x m  Officers and an ~dninistra tive/operations officer . 

The ultimate authorities of FIDESA will be the shareholders 
who will elect a Board of Directors. This Board will consist of approxinntely 
5 to 9 members, who will represent a cross-section of Pancamals business 
interests; namely banking, agril~usiness, and light industry. 

The Managing Director will have had extensive experience in a 
merchant and/or investment bank and a record of successf ul project financing. 
~e/she will have a working knowledge of the Panammian banking and business 
environment. 

Under the Managing Director will be two Lmn and Investment 
Officers and an Operations and Frirninistrative Officer. 

?he I.mn Officer will analyze proposed projects and submit 
them to the Jbm and Investment Screening Committee of the mrd for approval. 



Yhe 0p:riiLions and Administrative Officer will hive had 
previous cxprience in the arcas of accounting, mnagcmcnt information 
sys terns, payroll, cash mnagement , etc. 1k/6hr? wi 1.1 be respncihl-e for the 
operation am1 firl;ir~cial management of E'IIlbSA . 

~inal.ly, the Advisor to the General Manager will have 
extensive expericrice in developntal lending. Ile will assist the &.xqing 
Director in the initial start-up operations of l?IDW, in developing credit 
policies, in evaluating ptential projects to which to lend and will 8-e his 
knowledge of development banking with the professional staff. r-le/~he will 
also be a non-voting member of the Board of Ilirectors. 

Summary of the Financial Analysis 

The full financial analysis is presented in Annex VII-C. and 
consists of a base case analysis and a sensitivity analysis of key variables. 

?he most crucial concern for private participants is sustainable 
profitability. 11: depends in large part on two variables; the level of 
operation and the cost of financial resources available to the institution. 

At a very low level of operation, even with a very low cost of loan 
funds, the institution would not shad a reasonable rate of return for the 
prospective investors. Wthermre, at such a level of operation, the 
institution would not have the desired e~wnoinic impact. Cbnversely, at a very 
high level of operation, even with a relatively high cost of loan funds, the 
institution could show a reasonable rate of return. An attempt, however, to 
predicate the viability of the institution on a high volume of operation would 
be disastrous if demand to sustain such levels is not forthcoming. 

The major rquirements for the establishment of the proposed 
institution, therefore, are a realistic level of operation ccamnensurate with 
denwnd, a prudent loan to equity ratio, the availability of loan funds at a 
cost that would result in a reasonable rate of return to the investors, and 
finally, the generation of sufficient resources so that the institution can 
sustain its operation subsequent to the repayment of the loan. 

In making the necessary financial projections to satisfy the above 
requirements, a major inhibiting factor is the condition imposed by the 
current A.I.D. policy that the rate of interest of A.I.D. loans should be at 
or near the Treasury Department interest rate. Zhis was the subject of 
extensive discussion at the time of PID approval. With the application of 
such a rate of interest, the financial viability of the project could not be 
maintained and, therefore, the project would offer little inducement to private 
investors. AID/W suggested a formula which required the borrower to pay an 
interest rate of 5 percent. The borrower, however, was required to allocate 
an additional 5 percent to a special loan loss reserve. In this way, funds 



which wou1.d tvivc h e n  cim~rrkcd h r  in Icrc~ I:. payrrvnt ;Ire :i.nnt:cxl used to 
underwrite pxl: of I.ha horrr~or 's  risk. %hc formula provides that if the  
special. S . c m  1.rx.1~ reserve i s  not. liul.Ly cxjyndccl from I.osseu i n  ilny year imd 
the reserve c~xcc.!cclu Iwre than 2 p!rccr~t of the Ik>rruwcrls net I.arn prt:fol.io, 
thcn orre half o f  that: excess w i  I 1 Lw paid to A. I .  I>. . Ibwrwcr, thi.iL shiire 
ratio can hr? i l l  kcred i n  resprluc! 1 : ~ )  m-I jor cthilngcn i n  I.cndifig rates. In ~n;~k.irlg 
the r isk-shering coricr;.ssion, ;111(1 t.ticr(:Lq, improving thc fi.nanc:iaS. viabi.li t y  
and prof i tahi 1 i t y  of the proj(?c.t~, IJSAID r e ~ n i e e s  thc! c.x]ect:ations of thc? 
Panamanian investors. 7l1.i.s r isk-nlitiring j~rovi.sion enables t:he project to 
provide adcquate returns 1x1 .irlvc:v;l.ors a t  i l l 1  i.1ccepLabl.e :I.eve I . ,  which s t  i.1.l 
precludes excessive profit..:;. 

?'he project was tlcsiqtrcxl to incl.ude these provisions. The i.ni t ia l  
capitaL of the bank w i l l  tx l~S&l..'i  million and the USA111 loan ~ ~ $ 1 8  m i l  Lion; 
i .e. debt-equi ty ratio of 4:l. 'Itie share capital of the bank would Ix paid-in 
over a 4 year period and the proj~wt lmn fund would be disbursed over this 
same time frame. In emh ye~rr, I hc dish~~rsement of the USAID loan woul-d 
follm the increase i n  thc p i d - i  11 capital of the bank and i t s  disbursement to 
borrowers. ?he USAJII lam w o u l ~ l  carry an interest rate of 5 percent per 
annum. The loan would be rcp==jfl in 20 ymrs with a grace period of 10 years. 

I h e  writeoffs for exl:raordinary bad debt would not occur until 
F I D N  had exhaust& i t s  normal. bad debt reserve. ?hat reserve level, which 
w i l l  be maintained by F ' IDEA from i t s  own resources, w i l l  be consistent with 
prudent comniercial practice. In k h i s  project, it w i l l  be established a t  a 
level equal t o  1 percent of the dollar amount of new loans rmde each year. At 
the end of the ysar, any residual i n  this account w i l l  be carried over to the 
next year. llktraordinary tnd  debt expense has been assumed to be 1 percent of 
the dollar amount of new .Loans made each year. 

I t  is assumed that when FIDESA makes its final pyment of the 
A.I.D. loan, i t  w i l l  liquidate the "Keserve for Extraordinary Bad Debt". 
Proceeds from this reserve w i l l  tx divided equally between A.I.D. and FIDESA. 

The projections assume that the interest charged on loans w i l l  be 
13 percent (which i s  approximately 2 p i n t s  above those rates charged by 
commercial banks for 5 years 1-s) and that a 2 percent closing fee w i l l  be 
charged on a l l  medium- and long- term loans that are made. Fbr purposes of 
the projections, it i s  assumed that half of the loans made w i l l  be of a 
medium- and long- term nature with the reminder being for permanent working 
capital . 

In year 1, the projections assume that a total of ~ ~ $ 4 . 8  millim i n  
loans w i l l  be made. This is based on discussions with the organizing group 
who already have several potential projects that could be funded w i t h  FIDESA 
resources. 

An analysis of the proforma financial statements of the base case 
shows that FIDESA muld suffer a Ircdest loss i n  the first year of operation 
but i n  subsequent years would register profits so that by year 4, it would be 
able to pay dividends and maintain adequate level of retained eai-nings. 
Maximum dividends that could be declared are 60 percent of "Net Income After 
Taxos" for that year and would come from this line item. Retained earnings 
Would be used to build up the capital base and thus insure self-sufficiency. 



'17-1c bx1l.qr2 r:irur! :;haws that 1~'ll)IlSA wo~llcl have total ,qfisets of ahout 
~ ~ $ 2 5  mi 11 ion in ycar 10 of its operation. Iktained earnirigs will be  US$^. 5 
mi 1 1 ion. 'ITw clcbt:/c?qui ty ril tio would hc alm~~t 2.7 : 1.. 

With the commencement of the rcpymcnt of the loan in year 11 and 
wi tholit (Ihc rcplrnisluncnt of the resources of' the brulk, there would be a 
decline in the vol111ne of opxations. Nevertheless, even under this 
assumption, thc hnk would have a sufficiently large portfolio to continue 
viable operations. ibwever, more realistically, the project assumes that in 
year 11, and very ~mssibly prior to that tinr?, FIDEA --having established its 
sound business practices, a strong loan portfolio, its professionalism in 
development 1.endir-q and, most importantly, its credit worthiness-- would 
mobilize additional resources from the market place, as well as from 
international and bilateral Lending agencies. Ck! a conservative basis, it has 
heen assumeil that E'IDESA will have access to resources equal to the repayments 
of the initial USA111 10x1 pLm an additional (~~$4.5 million through year 20. 

me assumptions for the financial projections of E'IDESA in the 
second t'ecil(l(? of its operation are the same as in the first, except that the 
mst of new funds to E'IDESA would be 8 percent without a risk-sharing 
provi.;im. Ehsd on these assumptions, tho tank would have a net loan 
portfoLio of about ~ ~ $ 3 3  million in year 20. Investors equity would .amount to 
~ ~ $ 1 1  million. The debt to equity ratio would he about 2.1:l. 

D. Smiry of . lkonomic - -  - -  Analysis 

The services of the consulting firm 1nvestigaci6n y ksarrollo, 
S.A. (INDESA) were contracted to evaluate the economic impact of the project 
on qr.oss investment, sal.es, value added, employment and balance of payments. 
Their full report is in Annex VI1.D. 

The evaluation of the impact of I:he operations of FIDESA was 
developzd on the hasis of the effects of the projects to be financed by it on 
selected economic variables. m e  underlying asswnption was that those 
projects would only be executed if the resources provided by k1IDESA were to be 
nnde available. In other words, the financing that FIDESA will offer will not 
replace those currently being offered by existing financial institutions. 
Therefore, the whole of the impact of such projects is to be attributed to the 
lending operations of FIDESA. It was also assumed that all the funds 
avail.able for lending will be disbursed every year. lhe loan mix of FIDESA 
was assumed to be a diversified portfolio consistent with an attractive rate 
of return and with the key economic policy objectives such as the creation of 
employment, the generation of foreign exchanqe earnings and the additional 
growth of the national economy. ?he mnsultclnts used profiles of typical 
projects under each c8.tegory of the mix in order to derive from them a series 
of aggregate coefficients which could be used to calculate the economic impact 
of the total ,ending operation. 



It is estimated t h a t  the project will generate a total gross 
itlves t~nent in ten years of ~~$104.3 rnj 11. ion. Invest-menL reaches a nwximue 
annual amount in yedr 4 of the projection and suk)sc.quently dec.lines. This 
decline is due to the fact that loans wldc from the USAID funds arc disbursed 
in the first four years, and aitcrwarcls t~cw lw-~ns are made from rcflows to 
FIDESA . 

Gross Investrnent for se.lecl-1x1 years is as follows; 

2. Sales 

Sales have k e n  computed ot~  the basis of the above mentioned 
coefficients and the results for :;elected years are the following: 

YEAR 'IWI'AL SALES IN US$ MILLIONS - 

3. Value Added 

lb compute value added, total costs of production and expenses 
were separated between payments to factors of production and intermediate 
purchases of goods and services. 'Ihc results are: 

YEAR 'EX'% VAWE ADDED IN US$ MLLLIONS 

1/ In the first year of operation, total gross investment will be somewhat - 
higher as the organizing group will piy in $2.5 million in capital rather 
than the $1.5 million that was originally contemplated. 



'Jhe inveutmc3nl: required per jot) is eati~rutc?d ;,I: 1~~$1.6,37,0. 
Given ttut loans represent 64.5 percent of thc investment, it w y  tn? 
ca1cu:lated that the projects ~.r~i'uc& by the ins ti. tut ion will. qcncratc? ci t:.c~t:a 1. 
of 95 direct jobs for each IIS$L.~ million 1.o;mwI. 

Salaries were estimated to average U~&,644 p a  year. ?tlus, 
total salaries paid in year 1 would be on the order of  US$^. 5 millionl 
reaching ~ ~ $ 1 3  million in year 5 and Us30 million by year 10. 

Tbe demarid for goods and services in the rest of the economy 
induced by the additional production from the new projects would generate in 
turn new or "indirect" employment. The estimate of indirect employment takes 
into account two main factors: a) total sales of goods and services for the 
economy as a whole -- ~~$9,891 per employee in 1984; and b) for the profile of 
new projects, it has been calculated that each ~~$1,000,000 in new sales will 
generate a demand of ~~$540,000 in goods and services from the rest of the 
economy. With these two ccefficients, it was possible to calculate that each 
~~$1,000,000 in total sales will generate indirect employment for 55 persons 
elsewhere in the economy. 

Projected direct & indirect employment for selected years 
would be as follaws: 

CUMULATIVE CLPIULATIVE: 
DIRECT EMPLOYMENT INDIRECT EMPLmMEnI' 

By the end of year 10, total direct and indirect employment 
would exceed 15,000 new jobs. 

5. Balance of Payments 

The net external balance for the country is positive for all 
the years considered, even though there is a lag of two years between the time 
when the loans are made and the moment when exprts begin. The net Balanc~ of 
Payments effect for selected years is as follows: 

NFT B?iLWCE: OF PAYMENTS EFJ?EY3! 
(in U. S. Millions) 



13.1r i1x1 LI-Ic? CI~Y.YI~IC of LcJ0Os, I4-1nrrm1 I G real (;MJ qntw at Ihe 
annual average l~i~l.:~! of fl 1)~1:(x?nt , one of l:Iie highos t rilt'~'~ of susta'i.ned 
economic growth :i.n thc? wol: 1.d. 'I?I(.! GOvcxrunenl: wI~I.ch took pwer wi th thc? 
military coup I;.ite in 1960 st-~qhl: to .intrtxluc:c nujor social. and economic 
reforms, whi1.o at tempt ing s i.rta 1.l t:i~r~a~~s:l.y to suntilin the rapid (;IP growth 
experienced during the .L!XNs. 'Ihe rixwl.t:s of the Cavernment ' s activist 
strategy have l x c n  rn.j xc3.l. 0t1 k l w  positive side are important aclvances in 
social indicators. Ir~Pilr~l:. ~ort~~lity h a s  t x e n  rt~luced to 25 per 1,000; access 
to ptnble wntcr is close to '1.00 percm~t; [:he population growth rate has 
decreased; i w l  I~anma now has (.me of the best educational systems in Central 
America. Acyjrtqa t x  ccono~nic yx~~lh, al thc.1uq11 notably lower than in thc 60' s, 
has averaged 4.9 percent per yc!i.lr from the end of 1968 throwjh 19134. Finally, 
n United Nations project on critical pvc?rty indicates the distribution of 
irimu-. m y  have in~provd s1iyht.l.y sjncle 1970. 

Fbwever, thew 1.a kter econcnnic indicators mask serious 
problerus. Fbr excmp.le, rr L t:hough khc off ici ?lly reported unemployment rate has 
shown only slight increases, thi? official e : timtes are widely questioned; and 
certain private sector spkesmen (not exclusively from the p1itica.L 
opposition) insist that the true tinen~ployrncnt rate is between 15 percent and 
20 percent. The official figures hide the true magnitude of Pimmls emerging 
and growing unemployment problem. U~enlployment has been affected by: (1) A 
n~ssive prqran to increase sch(x>.L attendance and retention, especially at the 
secondary and university levels. As a result, the labor force participation 
rate of Panmnians between 10 and 24 years of age fell by 10 percent from 
1970 to 1980; (2) reduction in the minimum retirement age from 65 to 55, so 
that the labor force participation rate of those 55 and older dropped by 10 
percent in the decade, and; (3) during the decade of the 1970s, the increase 
in direct public sector enployment (7.5 percent per year) accounted for 
approximately 75 percent of the increase in total employment in the economy. 
The rate of increase in public-sector elnployment has slowed somewhat in the 
first four years of the present: decade (5.6 percent per year). 

All three of these actions have contributed to Panama's 
current fiscal and foreign debt problem; and all three have run their course. 
It would be virtually impossible to increase school attendance again, or to 
further lower the retirement age. nirthermre, currently required fiscal 
restraints imply that public sector employment can no longer continue 
growing. Finally, Panam's demoyraphic data indicate that the labor force 
will increase by 25 to 30 thousand persons each year in the immediate and 
medimterm future. %us, unen~ployment is an immediate and growing problem 
for the Panamanian econamy . 



The d.rject:ive of this projecl: i.s Lo contribute to the 
react iva t .ion of the Rlnam;~n:i.cm cc:onumy by prrw i (ling the financial. ilM 

rni~nagcr ial. resources rcqu:ir~!l for yrowth in I:t le pr ivtite sector. Ncw 
irlves tmwlt wj. 11. generate subs t m t  ia 1. increases in employment and wiigc-!~ due to 
the f inanci.nq of new or eqxirided manufactur in!j and agr ibusinese industr ieu. 

'I'he target ~mp~lation can be tlividcd into ttu-ec distinct 
catcyories of knef iciaries that will be reachtrl by FII)WA's operations. 'Ihe 
beneficiaries of the projecl wouJd be (1 ) ent.rcpreneur/investors, (2) 
unemployed or undcrcmployc<l laborers; and (3) formers. The propwed E'I I IF?  
nub-project activities will benefit the abvc 1,ircjet groups both directly and 
indirectly. Jobs will be created for uriskilled and semi-skilled labor in 
industrial enterprises and i r ~  agribusiness oprcltions as well as among fanners 
and farm workers who produce ~lgricultural raw III,-I terials. Fapancled investment 
opportunities will he offered to local cwnpariies md to new entrepreneurs or 
young businessmen who do not readily have access to capital. 

m e  prducers, processors, or nmufacturers who benef i t f ram 
this project will be those who can develop or have a comparative advantage for 
export marketing. By directing essential resources to the producers and 
manufacturers of exports, the project will generate both greater production 
and productivity thereby contributing to overall economic recovery and lower 
domestic prices. Rom that will come more employment, tax revenue and better 
social services. 

3. Other Socio-Economic Benefits 

Many of FIDESA's sub-projects will involve non-traditional 
product lines with backward linkages to the rural population. Pgribusinesses, 
such as wood product industries, fisheries and leather product industries are 
heavily dependent on raw materials and other inputs from the rural sector. 
Rural employment and the quality of rural life are, therefore, directly linked 
to financing of agribusiness. On a parallel bsis, direct feecler industries 
will expand, and related service industries such as transportation, 
warehousing, and others will be stimulated. 

The Panamarlian Government and society as a whole will also 
derive substantial direct and indirect benefits from the project due to the 
injection of an estimated ~ ~ $ 1 0 0  million in new investment over the next ten 
years. me economy will be more balanced; GDP will rise, especially in the 
industrial sector; Government tax receipts are likely to increase; foreign 
exchange earnings will rise substantially; and private resources, now idle, 
may be channeled into productive activities. 



'1l1c:cen Et.er., yuidccl by ktie implementat ion sc:hcduJ o ;rrld with thc 
;~suist;~ncc of Lhc M j  ss ion Control l cr, the OPSD wil.1: 

- revi.ow ;rnd Eorwartf for processing F'IDJSA requests for disburse~writs ; 

- rcvi.c?w prr.)pscxl mh-1.rr;lns which require USAID approval; 

- review and approve the appointment of the General Manager arid the 
Senior C r c d  it Officer of FI1)lLS.A as nonlj.natcd by the Board of 
Dircx9xxs; 

- review and approve the contract that is drawn up for the Genera?. 
I4inagc.r ; 

- review m d  approve the operat iny budget of F'IDESA; 

- review FIDESA reprts including the monthly operating statement and 
other related correspt~lence, taking action as needed; 

- supervise project evaluation activities; 

- monitor project activities, ensuring compliance with conditions and 
convenants of the Project Pqr'eement, taking management action as 
necessary; 

- mke pricdic visits to subproject sites; and 

- report on the project to Mission management and AID/W as 
appropriate. 

RI assist the OPSL) in carrying out the above monitoring 
responsibilities, a Mission Project Support Committee will be formed. The 
Committee will consist of the WSD Project Officer and representatives from 
the Office of Development Resources (ODR) and the Office of the Cbntroller 
(CONT). A full-time Cbntract Advisor will be assigntil to FIDESA for the first 
4 years of the project. His/Her rcele, m n g  others, will be to advise 
management of USAID procedures and assist in the evaluation of any loans that 
are made. 



I*'TIN-iA wi l l :iy:itcse 1 i m  i l y r 3 1  cpcr vise j ts lwns i m c l  investn~nls 
j n urdcbr I r ,  lrum i t.or their [n-lrformance arid to j)rovitlc dny rieccsEhry back-up 
support. It wi l 1 cumpi le i l  set of key inclic-c-ls Tor each project: and rcquire 
the ~-cz.~;p~:l:ivc hrrowers 1 o supj)ly that inlorrrrcitioli periodically, preferably 
on a qu,~rtr*r 1 y t ~ s  i R .  '111~ coLlecLetl tiiltcl wi 1 1 comprise not only f inirncial 
irrdiccl:; but <~l:;o ir~fornnt ion o n  fulfillmc?lit- c : L  other project evaluation 
cri ter ia ( i . c. cinployrnent gc-meration) as appropri ~ t e  in each case. 

11'1 I )IW, wi 1 1 su1)nii t to USMI) for ceview and approval detailed 
resuncs o f  f htl candich tcw for the psi tions o f  Oeneral Manager and Credit 
Officer. 

I?lDlSA wi 1.1 submit to USA111 for review and approval the 
contract: that wi 1 L ln: ch-awn up between F'LI)IBA dnd the General M~mger. 

F'II)L% will submit to IJSAII) for review and approval its 
apprai.s;lJ. reports for sub-loatls, equity investments and any other cbligations 
exceeding $500,000. 

PII)hISR1s clients will be requirtd to submit on a regular basis 
infornntion deemed critical to the success of the projects being financed. 
?his information, tgether with frequent personal contacts and membership on 
the boards of directors of client ccanpanies, will enable FIDESA to detect 
problems (and opportunities) in the early stages of development and to avoid 
costly surprises. As a result of the loan supervision activities, FIDESA will 
be in a position t.o assist its borrowers in developing their technical and 
managerial skills. Such "trouble sllooting" services will allow the project to 
continue operating s~noothly or to overcome specific bottlenecks which can 
occur in marketing, production or other areas. 

1/ Y?ley will be formally submitted and approved as a Condition Precedent to - 
disbursement of loan funds. 
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1/ 53ort-term Cankract: Advisor w i l l  a l ready  have k e n  i n  place. k / ~ h e  -- 
w i l l  have been brought i n  with PD&S funds. 



I~'ll)le:c;n wil.1 c:sl:;lt)l.iuh an evilluiition pl:cxjram ils plrt of its 011-goi.ng 
oywri~titmn I:.hi~t wj. 11. rh!vc-l.y') upecif ic mt?ii~ur;~l)l e indicatoro of its 
perforrniince. mi n j.)rr.xjri.lal will be used to provide xxiodic nwruurcmmts of 
I~II)I?SA'S ;~cl:ivi tiies m d  hasel.irle data for I:111? nlid-cvurse and f inn1 project 
cvi~lui~tion. MI i.ll.u~~l.rativc! listing of them itidi.cators would include: 
~,mrt fol io size, impact o f  F-IU~~.CM~IEI and invcs1.11rmts on non-tradi t ioml expr ts, 
chi~ractcris1:ica of c!l.ient e~lterprises, various measures of subproject: and 
portfo.l.io macro-conomic m d  .social impxt, the tiurnbers of firms and export 
volume by produclive sector and the impact on c:l ient enterprises. 

First Walu;rtion 

~ t w  first evnlimtion wil.1 be performed ot~c year after the accomplishment 
of conrli tions precedent to of tec:lu~ica.l assistance. 'his 
evilluil tion wi 1 L focus primri ly on implaentiit ion issues and the achievement 
of portfol io targets. Subjects of study will include: 

FIDESA Institutional Analysis - 

- me functional organization of the institution 
- The definition of authorities and responsibilities within the 

organization (including contractors) 
- Adequacy of Cbntractor services 
- Cbrnmitment of resources by the t30r3rd of Direct~rs 
- Mministrative and fi~mcial systems 
- ?he project apyraisal and loan approval process 
- ksponsiveness of FIDESA to USAID policies and procedures 
- Detailed financial statements 
- The adequacy and level of development of the project data system 

for monitoring and future evaluation 
- Compliance with lending criteria 

[!SAID Panama Institutional Analysis 

- Relationship with counterpart 
- Project record keeping 
- Informing and training counterpart personnel in con2oning to USAID 

project administrative and financial procedures 
- Turnaround time for approval of PILS, letters, voucher processing, 

internal reports, etc. 

Investment Policv 

- Project's influence on policy analysis 
- Portfolio analysis (including projects under consideration) 



'Illc: sumnntive c?valu;lti.on w i  1 1  lw c a r r i e d  0111: d u r i r q  t he  l a s t  qua r t e r  of  
1:hc project and wi.1.l inc:l!~dc ttlrec.! \)road subjects :  1 ) a c:hror~icl.e of project: 
develr~p~nenlr which tlc:scribes c11t11 lqcs i.n t he  pro jecl- set tj.ng, chrmjes i n  project 
d e s i ~ ,  i n s t i  t u t  iorlal. evol.ut i o n  0 1  l"Il)L!A, and a . look a t  the  fu tu re  fo r  E'IIIESA 
without f u r t h e r  tlonor assi .st;~nct?,  2 )  khc p a r t i c i p a t i o n  o f  E'lfll1'SA i n  the  
Panammian f i  n;int:i.al markets and i.!..!; ro1.e i n  t he  prorrukion of e x p r  t 
production, and 3 )  1:hc cc:onomic ilrlpct of the  project and 1.evc.l. o f  achievanent 
of p r o j e c t  gall  s cis mc?asured hy H)PS indica tors .  

91e follcrwing c h a r t s  ixovicle i n f o r m t i o n  r e l a t e d  to  t h e  methods of 
impl-ementat ion  and Ei.mmcing f o r  the p ro jec t  's funds. 

Methods of' :Cmplementation Methods of Financing A p p r o ~ i . ~ t e  Amount 

Mrrmer ( B/G ) FIDESA Direct Reimbursement $18,000,000 

FIDESn w i l l .  provide medium and long-term credit to 
e x p o r t - o r i e n t d  manufacturing and agr ibus iness  en t e rp r i s e s .  These c r e d i t s  
w i l l  be d isbursed  i n  conformance with t h e  t e r n  and condi t ions  se t - fo r th  i n  
the Pro jec t  Agreement. 

FIDESA w i l l  submit a d e t a i l e d  y c a r l y  f i n a n c i a l  p l an  p ro j ec t ing  
its expenditure  l eve l s .  mnds  from w i d - i n  c a p i t a l  and r e f l o d s  w i l l  f i r s t  be 
eanwrked  for opera t ing  expenses. Any remaining funds w i l l  be used i n  its 
lml and investment po r t fo l io .  CJklce pro jec t ions  sllow t h a t  FIDESA only  has 
s u f f i c i e n t  funds to cont inue normal opera t ions  f o r  a d d i t i o n a l  90 days, it 
w i l l  be e n t i t l e d  to submit vouchers to USAID for loans  t h a t  it has  disbursed 
and no t  y e t  charged to USAID. lhusr  UWID d i s b u r s a l s  w i l l  bc based upon 
an t i c ipa t ed  expenses and a c t u a l  cash  needs of FIDLSA. 



lhe planned tnethocls of financing all fall within the three 
A. I.D. preferred methods. 

3 .  Implement i q  and Financing Proccxlure: 

a. As indicated in the above chart, U S A I D / P ~ ~ ~ I ~  will 
cont:ract and directly procure the following servicesr 

(1) An advisor for the first four years will be provided. 

( 2 )  Under an Institutional Contract, outside consultants 
will be provided for three evaluations. 

(3) Using PIO/PS, short term training of approximately 
20 months will be provided to FIDESA's staff for perids of 1 to 3 months in 
project development and appraisal. 

(4) During the life-of-project, the Borrower (B/G) will 
be expected to contract with specialized advisory services for short-term 
technical assistance. 

A Condition Precedent will be included in the Project 
Agreement stating that FIDESA will provide evidence, acceptable to 
U S A I D / P ~ ~ ~ ~ ~ ,  that adequate procurement, payment verification and accounting 
procedures have been es tab1 i shed. 

The US AID/^^^ Controller has reviewed and approved the 
detailed assessment of the Methods of Implementation and Financing for the 
activities included in this project paper as summarized above. 

C;bn troller, u~~~D/Panama 



I!'IJIYnC;r\ nl;-:li l,i(jr2lnol 11. wi L 1. hme responuih.il i ty for ~nutlj. toring 
sub-project procuremenl and rcqulilr xe~:mrt:s will be rendered to USRTI)~RI~-IIIE~. 
F'I DIGA wi L 1. advj, r-;c its uuli--bar rowc rs  of the restrict ion on loan-f inanced 
procurement and these p1rcr11asc.s wi 1.1. hc ~rnr~itored. It will. set up a special 
system to ~norii t:or sub-borrmcr I.<x~n-f untied she1 f-i tern procurement of Code 89P 
origin to assure that the pri.ce of any sirqle unik does not exceed ~ ~ $ 5 , 0 0 0  
a~ld  that the total amount of shc'l f:'-i tem purchnses made with the proceeds of 
sub-loans does not exceecl ~~$250,000 unless a special waiver is granted. 
k t a i l c d  information on A. I. TI. prtxurerncnt plicies will he trcmsrni tted to 
E'IIIFSA in the initial. Project I.mpl.emr?ntat ion Letter. 

As discussccl in the. Project 1.kscription (Section IV), an 
estimated 84 PM of technical assi :tance will be util.ized by FIDFS during 
project implen~ntation. 'mo tytfi!~ of consulting services will be required and 
are braidly described as special.izer7 technical as~ist~mce for project and 
institutional development and technical assistance for project evaluation. 
Thus, investment banking firms , special.ized consulting firms and i~dependent 
consultants wi 11. be contracted .is appropriate. 

FIDESA will responsible for the selection and contracting 
of the required consultants under the terms and conditions of their approved 
procurement proctulures, with the exception of the Contract Advisor who will be 
selected by USAID with the concurrence of FIDESA., Given the range of 
technical expertise that will be required, there will be several methds of 
contracting for technical advisory services. It is anticipated that FIDESA 
will enter into a contractual arrangement with the International Executive 
Service Corps. (IESC) or other institutions and/or other persons in an effort 
to provide timely assistance in spcific areas of expertise. In cases where 
FIDFS is unable to acquire needed expertise in a discrete area, it may choose 
to request USAID assistance in contracting for these services. USAID will 
then identify and select an appropriate firm among the existing A.I.D. 
Indefinite Quantity Cbntracts (1~x7s) or other sources. 

Project implementation will also require the procurement of an 
institutional contractor to perform the evaluations scheduled in the project 
design. USAID will issue a Requ9st for Proposals (RFL-, for these services and 
select the mst responsive and responsible offeror. 



(b~npl (4-c.. joh description for : 
- Cbntxilct Mvisor 

AI ~gus t 1.986 - Issue? i~10/'I1 for U~ntri~ct Mvisor 

September l9t3G - Mvcrtise contract: advisor 
posit.ion in Commerce Business 
1hil.y (CBI)) and international 
periodicals. 

November 1986 

January 1.987 

June 1987 

July 1987 

- Lkaluation and selection of candidate. 

- Arrival of Contract Frlvisor 

- Preparation of Scope of Work for 
institutional contractor to 
per form three project evaluations 

- Issue PIO/T for institutional 
contractor 

- Mvertise availability of RFP in CBD 

September 1987 - Walua te proposals. 

Octoker 1987 - Selection of contractor 

4. Gray Amendment Cbnsiderations - 

In those cases where E'IDESA requests USAID assistance in directly 
contracting for technical services, the Mission will, to the extent 
practicable, identify and select sm11, disadvantaged minority andjor 
women-owned firms that have the expertise in providing the desired technical 
services. ?he Mission will provide FIDBA with a directory of elicible 
organizations from which firms can be identified. It is anticipated that 
appro~i~tely 15 percent of the total buckjet for Pdvisory Services ($600,000) 
will be utilized for this purpose. 

F. l'rainins Plan 

It is antici,mted tnat the key iridividuals who will be hired by 
FIDESA will have extensive experier!ce in commercial and merchant banking but 
limited experience in development banking. 



fn order to ir~uuro t lm t J!'IlXSA bca)~ms iJ vii~blo ins ti tutlon, 
do tw i led dovelopnon t kmnkj.ng krrow l.olyo wi 1.1 lm trrrnsf orrcd to koy m h r u  of 
VTJIE,SR staff. ?hie will bc in t-hr! for111 of short-term txuining so aa to not 
d i ~ ~ ~ p l :  FIIIFSA's ~rations. A total. of 20 ~nonf:hs of ~pc?cj.ol.izc?d training 
wi 11 be provicl(?d to tho GonurilJ. M~rliKji!r, the two Clrtxlit off imro and the 
Operations and Aclminintratlvt\ Officer. 

Training will tako pl.xx? at such institutions as the World i&nk, 
flarvard and the Anurican I'Btikuru Amociatiori, and will. be in the areas of 
irivestn~mt appraisal and ma~inyen~o~it, clevel.opnent lerrdhg, internal controls, 
crcdi t p l k y  and strategic p:l.i~nrl i.ny. 

Due to the technical. nature of the training, cost per participant 
is estimated to be [1~$5,000 per rr~~nth. Efforts will be nude to schedule the 
training as early in the project's life as possible, as I.ong ils the operation 
of FIDFSA is not unduly affected. 

Propnecl training dates and the training that will be given to each 
of the four indivicluals is shown in Annex XIV. 

A detailed training schedule cannot be developed until the staff 
has been recrruitd and q~al.ific.:~lt:.ion deficiencies noted. 

The follwing are the Cor1d:itions and Cavenants which are applicable to 
the FIDESA project; 

A. Interest Rate and Term of kpyment 

The brrmer shall repiy the Loan to A.I.D. in US Dollars within 
twenty (20) years from the date of first disbursement of the Luan, including a 
grace period of not to exceed ten (10) years. n?e Borrower shall p y  to 
A.I.D. in US Dollars interest frcm the date of first disbursement of the Loan 
at the rate of five (5) percent per annum on the outstanding disbursed balance 
of the Lmn and on any due and unpaid interest accrued thereon. 

A.I.D. will receive a yearly payment from the "Special Account" 
earmarked for extraordinary bad debt that the Borrower has established. 
Payment to A.I.D. from this accwunt is defined in Section 5.2. 

Within six months after F I D W  makes its last payment of the A.I.D. 
loan, it will close out the "Reserve for Fxtraordinary Bad Debt". Proceeds 
from this reserve will be divided equally between A.I.D. and FIDESA. 

B. Source and Oriuin of Commodities, Nationalitv of Services (Loan) 

Cbmmodities financed by A.I.D. under the Um shall have their 
source and origin in Panama or in countries included in A.I.D. Geographic aode 
941, except as A.I.D. may otherwise agree in writing. Except for ocean 
shipping, the suppliers of commodities or services financed under the Loan 
shall have Panama or countries included in A.I.D. Geographic Cbde 941 as their 
place of nationality, except as A.I.D. may otherwise agree in writing. Ocean 
shipping financed by A. I. D. under the Lmn shall be financed only on flag 
vessels of Panama or countries included in A.I.D. Geographic Cbde 941, except 
as A.I.D. may otherwise agree in writing. 



C. Sourco and migin of CurmncKiities, Nationality of Ssrvims (want) 

Cbm~nodities finma4 by A.I. D. under the Grant shall have their 
source and origin in the United States, except as A.I.D. may otherwise agree 
in writing. Except for ocean shipping, the sul~pliers of commodities or 
services fim~ncecl 23y A.I.D. unrler the Grant shall have the United Statea as 
t'heir place of nationality, except as A.I.D. r l l r ~ ~ i  otherwise agree in writing. 
Ocean shipping financed by A.I.D. under the Gmnt shall be financed only on 
flag vessels of the United States, except as A.I.D. may otherwise agree in 
writing. 

D. Cbnditions Precedent to Signing of the Project Agreement 

l?lrior to signing the Project Agreement, the Borrower shall, except 
as A.I.D. m y  otherwise agree in writing, furnish to A.I.D. in form and 
substance satisfactory to A.I.D. evidence that: 

1. Ihe Borrower has been duly organized and incorporated under 
the laws of Panam. 

2. Capital has been subscribed to the Borrower in the amount of 
Four Million Five Hundred Thousivld United States Dollars (~~$4,500,000) and 
Two Million Five Hundred Thousand United States Dollars (~~$2,500,000) has 
been paid-in. 

E. anditions Precedent to Disbursement 

Cbnditions Precedent to First Disbursement (Grant and m). Prior 
to Ehe first disbursement of the Assistance, or to the issuance by A.I.D. of 
documentation pursuant to which disbursement may be made, FIDESA will, except 
as A.I.D. m y  otherwise agree in writing, furnish to A.I.D., in form and 
substance satisfactory to A.I.D., the following: 

1. An opinion of counsel acceptable to A.I.D. that this Agreement 
has been duly authorized and/or ratified by, and executed on behalf of F I m  
and that it constitutes a valid and legally binding obligation of the Borrower 
in accordance with all of its terms. 

2. A stattment of the names of the persons holding or acting in 
the office of FIDESA specified in Section 9.2, and a lrpecimen signature of 
each person specified in such statement. 

3. Ihe names of its shareholders and the number of shares owned 
by each shareholder. 

4. A statement of E'IDESA'S procurement policy and procedures. 

5. Evidence that the Borrower can legally aperate under the Laws 
of Panama as an intermediate finance institution. 



E'. Cbnditiono Precedent to the Disbursement for Tiending Activities 
( J ~ u l  l 

Prior to tha disbursernont undcx the Lam, or to the issuance by 
A.I.D. of cvrnmitment doa~mnts under the Project ?qroment pursuant to which 
disbursement wild. bc? made under the T a n ,  FIDJ314in wi1.1, except as A.I.D. mny 
otlierwise agree i n  writing, furnish to A. I.D. in form and substance 
satisfactory to A.I.D., the foll.owing: 

1. Evidence of the I?IDESA1s Charter or Articles of Incorporation, 
By-Laws, the establishment of its Principal Office, and a statement of the 
organizational structure and ~tilff including evidence that the Managing 
Director is employed and that FIIIHSA has employed adequate staff to carry out 
its operations. 

2. A Statement of Investment and Operational Blicieo of FIDESA, 
including speci f ic lmding cmd investment criteria, and the methodology for 
performing economic and financial. analyses consistent with the tern and 
conditions contained in the Project Paper. 

3.  A duly authorized detailed plan for (1) the periodic audit of 
sub-loans and inveotments and (2) a projected two-year operating strategy and 
budget for direct lending irivesLments and/or other financial services. 

4. Evidence that the U.S. $2.5Mil.Lion inpaid-incapitalhas 
been earmarked for administ rat ive and operating expenses and/or utilized for 
the purposes of the Project. 

5. Evidence that no institutional investor owns more than 20 
percent of total shares and that no individual investors awns more than 1 
percent of total shares of FIDKSA. A minimum of 10 percent of subscribed 
capital shares will be subscribed to by individual investors. 

accounting 
6 .  Evidence that adequate procurement, payment verification and 
procedures have been established. 

Cbnditions Precedent to Additional Disbursements for Lending 
Activities (man). 

Prior to any additional disbursement under the Lnan, or the 
issuance of commitment documents under the Project Agreement to which 
disbursement may be made in excess of  US$^. 5 Million, ~~$7.0 Million and 
~~$11.5 Million, FIDESA will, except as A.I.D. may otherwise agree in writing, 
furnish to A.I.D. in form and substance satisfactory to A.I.D. 

In Excess of  US$^. 5 Million 

(a) Evic7ence that  US$^. 5 Million of the subscribed capital of 
FIDESA has been paid in and utilized for the purposes of the project. 

(b) Evidence that the unencumbered liquid assets of FIDESA have 
not exceeded ~~$1.0 Million for any period exceeding 12 months. 



Xn Excess of  US$^. 0 Million 

(a) Evidence that ~JS&.O Million of the subscribed capital of 
FIDJSA has been paid in and utilized for the purposes of the Project. 

(b) Evidence thal: the unencumbered Liquid assets of FIDESA have 
not exceeded ~~$1.5 Million for any period exceeding 12 months. 

3.  In Excess of ~~$11.5 Million 

(a ) Evidence that US&. 5 Million of the subscribed capital of 
FIDEA has been paid in and utilized for the purposes of the Project. 

(b) Evidence that the unencumbered liquid assets of FIDESA haw 
not exceeded 11~$2.0 Million for any period exceeding 12 months. 

FIDESA shall covenant that, unless A.I.D. otherwise agrees in 
writing: 

(a) It will not use Loan funds to pay administrative or operating 
expenses. 

(b) It will not incur any indebtedness which would enjoy a 
position superior to the obligations incurred under the J.can. 

(c) It will use Project ref low of funds in a manner which will 
achieve and promote the pwposes and objectives of the Project. 

(d) It will not lend to Government awned or operated enterprises 
or enterprises in which the Government has a participation. 

(e) lhe Cbntract Pdvisor to the Managing Director of FIDESA shall 
be a non-voting member of the Board of Directors of FIDESA. 

( f ) It will obtain prior written USAID approval of the p e r m  
selected to fill the Mananging Director's position and any changes made in 
this position. 
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- - : .\.I .D. LObb AT TR6  APPROXIMATELY 7 PERCENT TRZASUEY B I L L  

: BATE AS REGUIRSD BY A o I o D m  POLICY* IT WAS AGRdED TEAT .4 
-. SZLBITIVITY ANALYSIS SHOULD BE CARRIED OUT TO GAUGE TEE 

= ".. S F E C T S  OF THE MAJOR BIkANCIAL VARIABLES, 1.E. AID LOAE 
TERMS, 1:jTBhEST HATES TO FIKAL BORRO%ERS, AND B A D  DPE.TS:, 

: Cti TEE EDB'S FINAKCIAL VIABILITY.  PRELIMINARY WOH: O N  

"HP SSNSITIVXTY AtiALYSIS WAS CAKRIED OUT PRIOE TO % I S  
U. ~ T U H N  10 PCST EY ~ S I G W  REPRESENTATIVE,  WIT% 
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USING DEVELGPHLNT PINAHCL CBITERIA,  AND. IN COMPARISON 
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---- .  IiISYS 
1 C O t L A T t i . k l .  TIlb LATTLR k0111,D BE C O N P i N B A T 6 D  BY C ~ ~ A R O I ~ G  

h I!IGWSH IlJTEREST RATE TllAN THAT CIIAIIGISD BY COt9KI;RCIAL 
P A t i l S .  MISSION REPRFS'dNTATIVliS AkOUED TIiAT GETTING 

) PRIVATE 3ANFS TO CEANCE T h t I R  POLSCIEiS POfi A SMALL 
F G f i T I O Y  OF T f l E I R  LENDING ACTIVITY XOULD BE Wi2AR 
SMPOSSIALE. ON ThE OTHEh I I A N D ,  T E E R E  WAS RO ASSURANCE 

) THAT TI lE  PhOPOSGD NEW I N S T I T U T I O N  WOULD FOLLOW P C L I C I E S  
A N D  E f ? k C T I  CES SIGNIFICANTLY DIFFERENT FliOH TIjE C O R M E R C I A L  
bkNYS, CONCE R N  WAS UEICPTEl iED I N  TEIS R E C A h D  EECAJSE 

8 KOST OF THE P R O E A B L E  S H A S E P O L D E R  C R O U P S  DISCUSSJdD AT THE 
t 1 I Z V I F k  fi$,PRE;SEhT C G N S E R V A T I V 3 .  F I N A I \ ~ C I A L  INTZRESTS, AND I J P E C h U S E  IT W I L L  BE C I P F I C U L T  T O  P I N D  PAhAMAWIANS YITH THE 

I R I c ~ T - I I ~ ~ D  OF 3EVELOPMENT F I N A N C E  U N D E h S T b N D I N D  A N D  
EXPGBITNCE TO STAFE THE N.ZW I K S T I T U T I O N .  

I IT kAS C G b C L U I J E D  THAT THX ALTERNATIVE OF CBANNELINC LONG 
TERM C h E G I T  THROUGH COMMERCIAL BANKS ( T l i l l O U G H  R E D I S C O U N T  
L I b i E S  cR OTELR M E C H A N I S M S )  NE,EOS T O  BE E X P L O R E D  
E'UhTHER. THE C E N T R A L  QUSSTIONS ON W H I C H  A L T E R N A T I V E  
( E D B  OH C O N M E R C I A L  B A N X S )  B E S T  SUPPORTS TUE P R O J E C T  
P U R P C S E  OY I N C R E A S I N G  EXPORTS OVXR TIM6 AREt THE DEGREE 

) TO WEzCl-i A NEW I N S T I T U T I O N  WOULD, I N  FACT, PROVIDE 
E I G N I B I C A N T L Y  HICBER Q U A L I T Y  AND KORE A P P R O P R I A T E  - - .  - .  .~ . ~ - - 

~ I I ~ A N C I X L  SERVICZS THAN E X I S T I N G  CPANNELS, AND VBETKER 
I C H I S  IS LIXELY TO RESULT IN PIORE E X P O R T  SALES O V E R  T,IME 

( T h Z I K G  I N T O  A C C O U N T  THE HIGEER H I S 4  OF E V E N T U A L  . -  
Y I N A S C I b L  FAILURE OR B E C O M I N G  I N O P E R A T I V E  INBXRENT IN 

r YORKING THROUGH A NEW I N S T I T U T I O l i ) .  

Y L A C  U N D E R S T A N D S  TBAT MISSION H A S  DISCUSSED W I T H  PEIVATE 
2ANi.S TEEIR I N T E R 6 S T  IN THE PROJZCT, BUT THAT SPECIFIC 
PEGFOSALS C O N T h I N I N G  I N D U C E V E N T S  T O  PRIVATE B A N K  
PARTICIPATION R A V E  R O T  BEEh A D V A N C E D  BY Z I T H E R  THE 
W1SSION OR THE BANXS, TO DSVELOP A BASIS FOR FUBTRBR 
d N A L Y S I S  GS' THIS ISSUE, IT I S  S U G G E S T E D  TEAT TEE MISSION 
ZISCUSS S P E C I F I C  PiiOPOSALS, WHICB CONTAIN STRGNG 
l N C E N T I V I S  TO ENCOURAGE P k R T I C I P A T I O N ,  W I T R  THE MORE 
I I S E R A L  PRIVATE BANAS.  THE PP S H O U L D  C O N T A I N  A 
C E S C R I F T I O N  OF TRE PROPOSALS AND THE RESl'ONSES, AND T H E  
BASIS FOR -.  THE MISSION'S F I N A L  DECISION, 

4 0 - FIFiA'RCI-AL VIABILITY . I F  A NEk' I N S T I T U T I O I <  I S  
5 Z C O K M E N D E D ,  I T S  F I N A N C I A L  V I A B I L I T Y  NEEDS TO BE CLEANLY 
GEWONSTEATED IN TEE PP. THE C R I T E R I A  OF FINANCIAL 
VIAEILITY SEOULD BE WHETHEX THE INTERMEDIARY WILL BE 
ABLE TO FAY REASONAELE DIVIDENDS TO SHAREKOLiIERS, PAY 
?ACE TEE A13 L O A N ,  AND S T I L L  BE A C O I H C  CDNCEBN. I\<TTR 
&EE A I G  1 0 ~ 1  I S  PAID a m .  U D I T I ~ N A L  D I S C U S S I O N \ , ~ P  

T 3 I S  ISSUE k ILL BE I N C L U D E D  I N  SEPTEL ADVISING OCTCOME 
CF C O N C X S S I  ONALITY I SSUB. 

1/3 U N C L A S S I F I E D  



I;fYZNN3 H Z P ' J I L Y  OK I T S  ILE I L I f Y  T O  M L ) f l L I Z L  A D D I T I O N h L  
C , \ Y I T A L  ~ l \ i f ;  LI , t iCl r , ( ;  RESOOkCES I T  I: Et'GGhSTEl3 I F A T  '!!IF 
~ D R  S E ~ U L C  ~ O R E E  T O  D i V E L O P  A143 I M P L L M E S T  A C A ~ E F U L L Y  
C O N C L I V E D  P L A h  FOR R E S O U E C E  " O I L I Z A T I Q N a  THE M I S S I O N  
PAY UISI:, TO l N C L U D E  S I W i I O I C A N T  T A  Ih R ~ S O U R C E  I 
~ O " I L I Z A T 1 O N  A3 A G R A N T  FUNnSt  ACTIVITY* I N  ADDITION 50 8 I ,  

TfI? '  LOCAL C A P I T A L  MARKET, P O S S I B L E  S O U R C E S  O F  A G D I T I O N A L  
r;ht I T A L  I N C L U D Z  'I'llX I D B  AND WORLD FAN! CROUP'S I fC .  4 

PP S I i O U L D  I N C L U D E  A D E S C h I P T I O k  OF TFE K E S O U R C E  I '  

P O B I L I 2 A T I C l i  S T R A T E G Y ,  ANB A TIIIE: P H A S E C  PLAK PO)(,.',ITS , 
A K P L F M n N T A T I O N .  I F  THE P L A N  IS NOT DLVELOPLD BY T H E  
k D Y ,  THE M I S S I O N ' S  E X P E C T A T I C K S  F O R  THE Z D B ' S  S T i i A T E G Y  
s ~ ! ~ U L D  EE P P E S E N T b D *  MISSIOK M A Y  wlsn TO C O N S I D L ~  
Y A h I K C  P I N A L  T R A N C R E S  O F  T R E  A I D  L O A k  DEPENDENT ON 
YRCGAPSS IN M O a I L I Z I N C  A D D I T I O N A L  NCN-AID R E S O U R C E S .  

1 ~ ' 1 5  L F N D I w O  E N V I R O N M E N T .  T E E  DECREE T O  Y B I C Y  T H E  P O L l c y  ('1 F ~ V I R O ~ M Z N T ,  3 C O N G M l C  C O N D I T I O N S ,  AND 1 t ; V P S T M E I I T  C L i M A T E  
, ARE C O N S T R A I N T S  T O  S U C C E S S P U L  D E V E L O P M E h T  OF A LONG TEEM 

' ,. DEVELOPKENT-OR I E N T E D  L E N D I N G  W E C B A N I S M  &AS D I S C U S S Z D ,  
( ' : T E E  PP S E O U L D  C O N T A I N  AN A N A L Y S I S  OF T H E  DEGREE T O  ' J U I C E  
:: THE POL1 CY ZNV I R O N M E N T ,  E C O N O H I  C C O N D I T I O N S ,  , A N D  

: : I E j V E S T f l E N T  C L I M A T E  OFFER R P A S O N A B G E  P R O S P E C T S  FOR 
('; E S T A B L I S H I N 0  A P B O F I T A B L X ,  P R I V A T E  S E C T O R  MEDIUM A N q  

LONG-TERH L E N D I N G  M E C B A N I S M  B A S E D  ON D E V E L O P M E N T  
* 

[ ', C R I T E R I A ,  THE P O L I C Y  CHAI4GES NEEDED T O  CREATE AN 
ECOf4OMIC C L I M A T E  MOHX AMENABLE T O  LENDING OF T H I S  TYPE, 

' hNC EOk THEY HAVE 3EEh OH WILL BE A D L R E S S E D ,  
(5 . e.  BAhX O W N E R S B I k .  T H E  M I S S I O N  R E P R E S i N T A T I V E  A D V I S E D  
' ;  T H A T  T H L  R I S S I O K  V I L L  A T T E M P T  T O  FIND F O U R  OR F X Y P  

( ; I N T E R E S T S  ( D I S k  S T O C % S O L C E R S ,  BANKS, I N S U R A N C E  
C O W A N I E S ,  P O S S I B L Y  A MAJOR U.S. C O R P O R A T I O N )  T O  OWN Tt!E 

B E L B .  CONCEBI Y A S  EXPRESSED THAT IT C O U L D  BE D I F P I C U L T .  
10 FINE A MUTUALLY C O M P A T I B L E  S E T  O F  OYIIEBS, AdD TPAT 
(!J?ER T I M E  BANK O L N E B S F i I P  C O U L D  FALL I N T O  T E E  EANDS OY 
GhE OR TWO O F  T E E M .  I T  WAS 6 O T 9 C  TEAT 3 1 S A 0 S  O R I G I h A L  
PLANS WGAE T C  ENSUiiE WIOE P A R T I C I P A T I O N ,  A N D  TEAT IN T i i L  
ZGNG P U N ,  I T  Y A S  U h S U C C E S S F U L  I N  T i i I S  REGARD,  I T  I S  
T U C G E S T E D  THAT A I L  ATTWPT TO RETAIh S O M  CONTROL GVFR 
5JBSEQUENT O V N E R S K I P  C H A N C E S .  M I S S I O i i  MAT W I S E  T O  
F E ~ U I R Z  THAT 'AT APPROVE TBE A3POIKTRthT O F  TFZ C L O .  
C ; ; K E R S l i I P  OF THE ADS S H O U L D  95 biiOAD, 'uC T H A T  USC ! ; I L L  
X T  EE TOO C L O S E L Y  I I i E N T I P I t l ;  W I T H  AFtY CNE G R O U P ,  d E I C F  
iP.S THE CASE W I T f i  I I I S A .  

'i . CEMANC FOR P R O J E C T  E'UtiLS BY SU3-BOIiROWkRS.  TFfE 
v ~ ~ ~ I O : ~ ' S  I t iTEhTIOS TO EXAMINE CAIiETULLi  THE: DIMAND iOE 
i.OhC-T hRM D I V E L O F P I ~ , & T A L  L O A N S  EAFLY I N YY D k V L L O P Y E N T  I L 
SUPPORTED. CCiMCIlhN ABOUT L O b K  DEkAhl: % A S  BSICYTEhlf_:Ii - - -. - - - - 
'3CAbSY OF f LOk' M O V W E N I  O F  flit I P > / E q P  I N ~ U S T B I A I .  

NU  IDI IT L O A ~ ,  W P I C N  TO DLTE B A S  B I S J U R ~ Z  D ONLY DOLS 2 
I * I I L L I O ~  OF T H E  D O L S  15 M I L L I C h  INDUSTRIAL C R E D I T  
i b V A I L A E L E .  A C C O R D I N G  TO HASEiIPIGTON I D E  S T A P P ,  T E I S  I S  A 
3LGtBh D I S E U H S E t ? E t i W  P E a I O D  TEBti  N O h h A L ,  A N D  TES L O A h  W A Y  

. 
STATE 239%13/@2 



) I :P i lAREt iTLY T E E  IIESULT C F t  ( 1 )  IIJVESTlrR UIuk'ILLINOiiFSS TO 
romow L O K C - T E H M  EUNJS URTIL THE QGP D ~ V P L O P S  A N  
INEUSTEIAL F O L I C Y  Ah'D INVEST9hS G A I N  CONY IDENCE THAT OOP 

) + I L L  S b P P O R T  TEIS POLICY IN THE L O N O 4 ' B R M ,  AND ( 2 )  
POSSIBLY SATED DLMANL EOH MEDIUM-SIZED L O A N S ,  GIVEN I H E  

11 h h h ~  PFLVIOUS LOAk9 I D B  l l A E  DISDURSED TO TRIS OROUP, 
1 TEIE SLOM D I S E U H S E M B N T  OP I D B  FUNDS f"IhY aE PUE NOT TO 

L A C K  Ck P I N A N C I N O  B U T  RhTHLR LACK OF WLLL-CONCEIVED 
PROJLCTS, IN A N A L Y Z I N G  THL LOAN D E M A k U ,  THE PP ShOULD 
J X P L O l i E  l5OW I N V E S T O R S  A Y Z '  G E T T I N G  C A P I T A L  NOW, THE 
REhEONS FOK TBE SLOW POVEMZNT OF IDB FUhDS, POTENTIAL 
O V E I i L A P  F l T n  T N E  YhGPOSED P R O J G C T ,  A N D  THE L F F E C T  OF THE 

) APPARENT DEMAND Ob T E E  L I L E L I E O O D  Oi'  P R O J E C T  SUCCESS, 

TEE M I S S I O N ' S  D E C I S I O N  TO N O T  00 FORWARD VITP THE 
1 PROJECT UNLLSS I h U U S T R I A L  POLICY CYANOES A R E  M A D E ,  O R  A 

DEMAND STUDY I N D I C A T E S  TBERE IS SUPFICIENT DEMAND UNDER 
PRESENT C O N U I T I I O N S ,  I S  A L S O  S U P P O R T E D ,  IF, AOWBVER, 

1 
POLITICAL UNCERTAlNTY UAS LED TO A TEMPORARY D E C L I N E  IN A 
D E R A N D  F O R  LONG-TERM L E N C I N G  OR I F ' I T  APPEARS THAT I D B  
E A S  COVERED THE EIARXLT FOR L E N D I N G  b~ THIS N A T U R E ,  TIU 
V I S S Z C N  PAY WANT TO C O N S 1  DEB B E F O R M U L A T I N G  THE PROJECT T O  

'ICE TECBNICAL A S S I S T A N C E  T O  P O T E N T I A L  E X P O R T  FIRMS IN ]PRO\ 
*) ICZVELOPIIJG GOOD PROJXCT IDEAS, A N D  PEHHAPS CONSIDER ,A 

C B E D I T  A C T I V I T Y  AT A LATER D A T E ,  a, 

) & S U E L E N D I N G  C R I T E R I A ,  THE PP SHOULE C O N T A I N  TBE 
P R G P O S E D  CHXTERIA FOR SUB-LORN A P P R O V A L  AND BORROWER 

'. ~ E L I C X b l L I T Y ,  I N  I I E S ~ G W I N G  TEIS A S P E C T  OP TEE P R O J E C T  
.I. M I S S I C N  RAY W I S E  T O  R E Y I L V  T H E  C R I T E R I A  USED  IF^ TEE C ~ S T A  -. 

XICA PIIIVATE I N V E S T M S N T  C O R P O R A T I O N  ( P I C )  P R O J E C T ,  TO 
ENCOURAGS LENDING ON TEE 3 A S I S  OR PROJECT ANALYSIS BATGER 

) TEAN Oh' TEE STRENGTH OF C O L L A T E H A L ,  THE C R I T k R I A  SHOULD 
., ENSURE TZAT TBE EDB DOES NOT RZJECT PROPOSALS S I M P L Y  

lBECAUSF CF I N S U F P I C I J C N T  EORBOWEH C O L L A T E R A L ,  
i 

, ET 0 ,  

A9213 
? 

' 1  iWNN 

S T A T E  239213/92 



' . 13. DETAILED FIRST YEAR I H P L E M E N T ~ T I O N  YLAti .  MISSIObi IS 
: AljVISED THAT L A C / D 9  'I'ILL NGW Zh: tlEVIEWIFtG THE: 

<': IMPLEMENTATION PROGRESS' OF hEWLY hUTCORI ZED PROJECTS AS 
' PAET OF TEE SEMI-ANNUAL PIPELINE ELVIEW, TO PZRMIT - INFORMED DISCUSSION, PLEASE INCLUDS D L T A I L E D  FIRST YLAH 

I( : IPPLEMEhTATION PLAlU I N  PP, A N D  INCLUCX I~ISCUSSIOK OF 
/tCEIEVkMENT OF EACH PLANKEG ACTIVITY I K  SEMI-ANNUAL 111 ~ R O J E C T  STATUS RSPORTS.  SEULTZ 

( -: ST 
:; r49213 

STATE 223213/P3 



X.O. 12398: N/A ' , .  "_._..I. 

TAGS : . ,  

,PRIVATE SECTOR EXPORT F I ~ ~ A N C X ~ O  PHOJECZ SUEJEC'i't I 
:* {szs-azei). , .. 

oFPICE',TO 'DISCUSS :THE INTEREST 'RATE QUESTION AND R E L b T E D ,  
I S S U E S  WHZCH"HAVE' DELAYSD ,PROJECT DEVELOPMENT., 
P A R T I C I E A ~ S : I I N C L U D E D  M .,m!cra.:ncPamsow; MALCOLM B U T L B ~ ; . , , . ~  
LEY RPbDB:: PBE;' 4LLISON BEIiBTCtr PPC; AN D  RON LEVIN. . I 

. , , . . . . .  0 :  q... . , 3. ,,, , . 

P. &MR. ~ ~ T L E B  SAID LAC MAS $REPARED' TO ~ P P L ~  FBE-PPC 
MODBL SUGGESTED* BY R e  .DENBAM, (PPC , AS ELEBORAT3D IN A 4 i, 

COMPl'YCER ANALYSIS OP PBOJECTZD BANK FiMdNCES PREPAR;dD By' ' '  

PRP C Q N S U t t A H T  MAURT, CiSEYS. ' ; . T H A T  NODEL EMBODIES: A TEN ,': 
PERCENT RATE OF INTEREST 'ON AID'S  LOAN TO' TRE . 
PRIVATEEXPORT BANK, AND Ab.PBOCEDUR3 #HEREBY AID'SHARES 
S O M X O F ,  THE: B I S X S . . , A N D  RELATED COSTS 01' BAD DEBTS ON LOANS 
TO BANK CUSTOMPBS. A SPECIAL LOAN LOSS RESERVE FUND .. 
LOFLD DS .ESTABLISHED TO .BINANCE. KALF OF BAD DEBTS ABOVE 
TIICSE. BORNE".BY THE 'BANK 'S ' A3GULAEL LOAN LOSS RESERVE , , THS 

. SY3CIAL LOAN.LOSS RESERVE,FOND WOULD BE C P S I T A L I Z E D  OUT '! 

01' LOAN LNTEBEST'PAID TO A1.D 331 T f X  EXP0RT BAN%; BALF THE ' 

I .  . . . , . . . . . . .  
IHTEREST PAID"WOULD GO INTO THE-FUND INITIALLY. I N  l 

ATPLYING THlS MODEL DURING PP D3VZLOPMGNT AND NEGOTLkTION 
WITH I N V E S T O ; r l S t  TRE AID MISSION .MAY RAVE TO ADJUST I.IOD.TiL : 

ASSUMPTIONS, AND M A R G I N S  SLIGBTLY BUT THE PRINCIPLE OF THE . 
RESERVE AND LIMITED SEiARING,OF"LOSS BY,TBE U.S. SHOULD BE 
E Z T A I N E D .  . :  . . . . . .  .. . . 2 

. . 
5. R'. LZVIN E X P L ~ I I I P D  THP ~ P O R T B N C E  .TO, THE' AID M I S S I O N  
OF RESOZVIUG TEE INTBRNAL A I D  DEBATE ON THE L N T E l E S T  RAT5 . 
ISSUE. POTENTIAL INV3STORS IN PANANA, WHO NEED TO RAISE 
UOLS 4.5 MILLION IN LOCAL EQUITY* EBVE BEEN .WBITINC I'OR 
O'iFR A PBAR FOR AID TO I'IECIDE T H E  TSRMS O p ' T K E  A I D  L O A N ,  
FOZ FINAL PROSECT DESIGN, TEE MISSION NEEDS TO .BE hELE TO 
PI ?lhLXZE ITS FINANCIAL PROJECTIOHS AND TO DISCUSS THEM 
WITH TEE INVESTOX GROUP. THE MISSION FXELS IT SBOULD KOT 
W F X  TO FINAL PP PRPPARATION, I N V D L V I  NC D ~ T A I L E D  YLLNNXNS 
'r:!1TIi POTENTIAL PRIVATS I N V S S T O R S ,  I F  B A S I C  AID POLICY 
LS SUES ARE U?l2ESOLVZD. *: 

1 I 
4 .  A .  RFBRIC!Q, NOTED TBBEZ PFC CONCE2f;S: 1) THE I N T E R E S T  

', i 
: ... 

-.a 
I 

U N C ~ , A S S I F I ~  
a.. 8 . # . . . , - . , . . I . . ,  ....-.: .,,...,,,.*.,. STATE 325G41 

... ... . . . . . . . . . . . . . . . . . . .  
I 1-B- 1 + .  . . . !  ' .  . . .  

,,-, -,..Ai,d~-cLiL .,,. 4.. L.. .  1. 
J . . . . .  



I 
.L E ) - T O  PROTECT CAPITALIZATION OF THE ELNX, IT WAS AGREYD 

''iiAT DIVIDENDS TO1 IfiVESTOHS COULD MOT BE PAID CIJP OP 
, ' V I T A L .  DIVIDENDS PUST BE C)UOTE EAf!iJi?D OUT,, UNQUOTE CT 
h!L1!' PRGFIFS FHOM O P C R A T Z O N S ; '  D I V 1 U K ; d C S  CAN BE S U I T A B L Y  
FFSTRI CTGD DURX K C  TIIX XABLY YEARS TO AS3:YEE ADEQUATE 

r COkTINUED CAJ?ITALl%fVFION OF TUX Yf!!N!;. ClWMENT: 'WHILE I 

TEE' F;ODEL DOES NOT CALL I'OR PAYMENTS TO OUMNRG FROM', 
I, t 

,, I .  

Ci,l'ITAL, THIS DECISION NOT TO MAKE PBYMENTS PROM CRPITAL 
1 KO'd BECOMES MOE2 EXPLICIT* END COM?IEt~IT* THE SUBJECT , ' 

SEOULD YE TEEATE3 EXPLICITLY IN THE YP A N D  I N  THE 
~ I s S I O I J ' S  ? L A N $  !.,I;;: SIGCli'SSl(jNS WITII PfiT&MTIAL INVESTORS. - .. 
8. WITB GENERAL AGHhEMEtdT ON SESOLUTION CF THE THBEE PPC 

I I-ESUBS, # I T  WAS DEC1"uE TO CELEG.4TE PP APPIIQVdL AUTHOliITY 
YO TXE.- 'MISSION -- TO PACILITATE PROJECT PLAKMING AND , . . , 

2EFELOPMZNT. SEULTZ % 0.1 , . ,... .. . , . .  
.. . .p, ,  

. , ,  
:' , 7 >'I 

/ # - '  : 
, . " 5r;11 -. .. - . , ' J  .. . . *' 2 , . .  . . . . '  

: liNt\'N . . 
, . 

. . 
, . : . . . ,  . . . . . , , 

a M c u s s ~ ~ u u  . . STATE 325t44~. 
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oDIJT t AID 
Yri  SECSTATE YASEDC.' . .I 

, I 
. . 

TO AMEf IB l53Y  PIIhbA P R I O R I T T  2184 

E.O. 82558: N / A  * . . 
TAGS : 1 , .  , , , , . ,  . .,, I I . , 

SUBJECT: ' ' , . 
.4 I . , ,  

PRIVATE SECTOR , . Z X P O ~ T  F'JHANCIAO , _ PBOJECT . I  

(525-8261) . , , *  . .I . , . I  , 

A S P S R Z ~ C Z Z  STATE 325041 . , (1h95) ' 
1. ( A , )  BOR PgRPOSHS OB STRUCTURING A'ILI'S tG2.N TO i'R3 
PROPOSED SXPO3T A A X Z ,  R X P T Z L  A P P R O Y E P  US2 OF A MODSL T a X T  
PROVSDED PO8 A tJOt?INAL 9ITX OF INTERSST CLOSS TO T B ~ :  C.S. 
T B F A S U E Y  SOHBOYI!4G ?ATE AT T H E  T I E 9  ON INST!IUM$NTS Of ' 

S I X I L A B  MATURITY ( 1 V  P E R C E N T  TN T!?T E S ? T E L  SXbH?LLS), THE 
MODFT, CO?rTiM?LkTRE TSA'P '?EX N Q M l f ; A I ,  INTPSEST 
?AYHENTS 31 T5E XXPO?.T 9ANd ( 5  P E i i C E N T  IN .TEE . R E Y ? Z i  
sXILPPLS)  t r 0 U i . D  i?? PkID TO AID A!ID TI!? O T ~ E P .  HALF i fO ' JLC A8 
P L A C E D  I3  A SPECIrL BAD D53T RSS5.9V9. AYT EXCESS PU!iDS 
I S  TZS S P Z Z I A L  ; ~ L S B X ? "  3, NOT H E E D E D  ?OR SAD D Z 9 T  SYBY I C E ,  
YOIJLD LATE8 EE SEABE'D '(I'ITI! AID ... BY THIS ' H ~ C A N I S M ,  TBGJ 
B A H A  AND A I D  YOULD SBAF.~!. SO412 03' TEE EAT DEBT 9 1 S 4 ,  
T!IEEEBT 3 lCDUCING BLFI4 EISLS AND . R E L A T E D  C O S T S ,  AND 
INCSEAEINC PROSPECTS FOR P R O Z I T A B L E  B A N A  O P E R I T I O ~ S  A N D  
LOCAL INVZSTOR .PAR CICIPATIgN ., 

4 .  
. , . . ' I 

0 
:. . . . 

9 
L 

8)  APPLICATION OF TBIS :43DIL. Y'ITP TEEILLUSTRATIVE 
PIGVRES, UOULD' ??SAN A V.hRIAELE RETUFlfl TO"AII)' ON TUE 5013 
O ?  SETWfSS 5 P E R C X N T  AND 7 .5 P3SCENT A N A U A L S I  , D B P E N D I N C  ' 
ON BOW HYCE TBZ S ? " s I A L  RESSRV!: IS A C T U A L L Y  tS6D TO 
PSNANCE 3AD D32TS. . . . I 

. . 
2 .  ' T W  A A / L A C  H A S  APP907YD !;N' A C T I O N  M?nORANl!OM 
CLAPIFYIHG TXAT T Y E  HISSION C A N  U S Z  A h  INTESEST RAT2 CF 
F I V 3  PERCENT I* T8Y LOAN AC!?EEE!NT WITY PROVISIONS F C R  
ADD.ITIO!ihL PAYXENTS T O  A I D  FRO?~'THE S?.LCIAL E R D  C19T 
FIES!J?.VEo a RECE:IVE 
3'. TEE PHOJXCT AG!I!TE?IENT SBOULD ALSO I!iCLUDB T3Z MXI$ 
PROVISIO!iS P O H  E S T A S S I S ~ N P I ~ T  A N D  U S E  OF TEE SPECIAL 3A9 10 APR 19N 
DEBT 9ES29YZ A N D  POE PATEEMT TO AID A N D  TO T13 9L N i  CF L. Excess FUNDS I N  TH% . R E S E R V E .  r ,  . C&R SECXION 

@ 4 .  TRE 'PXOJECT AUT30RIZATI3N SHOULD IYCLUD!: A BRIE1 , , . 
',I I , *  

STATPEENT O'F PAS INTENT OH RATIONALS EEBINC T H Y  USF OF A ' *  
% 

P. I-c- 1 



p r a r r m  $ATE' bra B B P A Y ~ E N T  TO A I D  A R C  A S P E C I A L  D A ' D  DEBT 
RKSF' i lVE.  P P I  T ~ E  A C T I O N  VEYOXANDUH TI) T H f l  hA/LAC 
COI!'I'AINY LAtiCUASk: TAAT MAY B E  i i Y L P I L l L  It( T [ l I S  R E S Y E C T .  A 
C O P Y  I9 S E I N I :  YOi!vA!!?Sf TO THE MISSION.  F N D  FYI. 

j 
5 .  ~ B F ,  P A T M X N I ' S  ~'r! A I C  rnon THS E X C B X  C H  S U ~ P I J S  I N  T E E  
5 P E C I A L  B A D  DZ2T HY:EfiV!$ KAY N O T  ZE Z L F Z R R E D  T O  A S  O U O T Z ,  
It i 'I 'EREST !!t:4U3TE I N  Ah'T F 0 3 H a B U T  MAY El' C A L L P I !  AhTTZINC 
F L S Y  AD?itC?R!ATE, Fnfl  XXhHkLE, QUOTF PAYMENTS F R O K  T R F  
S P E C I A L  2AI) DE3T li?Si:!!V3 1 J t i ? V O T E  OR P U O T E  oAYKE:ITS YROM 
F ' X C E S S  ( O H  SUHPLUS) 1,ri T K E  SPECIAL EAT. ZXT SESERVE 
U N C U O T F .  , , 

6 .  R E G A R D I N S  THY P P A C T  OP FALLIMI: T R E A S U R ' T  B O H R O V T N O  a 

3 RATES ON 1.12's L O A N  T Z Y M S ,  Ti15 flISSIOK M A Y  NEGOTIATE A 
. - ,  R I G R ? ?  OK LOUFR F R O F O Y T I O t 4 A L  ?!.¶OUT TO T a E  B A N R ' S  C A P I T A L  

PROM X X C E S S  P'Jt4I;S I N  TY'H SPECIAL B A D  DEPT R E s ~ ' R v E :  IF 
t ;ECESU.PY FOR TKZi ?Ah'! 'S PSNAHCIAL V I A B I L I I T Y .  I N  n E f P J r i C  
YITY CONOBXSSI9N,lr* IHTEST, Tax OVERALL HATE OF R E T U R N  TO 

I AID S B O U L D  BE, TO TY3 EXTBNT P M C T L C A L ,  AT 09 NEP.0 TRE , , .  

a 9 APFH?PHIATE U . S .  THEP.SORY RATS. ' . .. . 
rr uuri 

7 .  DU?I?iG DISCi!SSTD!4 I d  &ID/W'OG TEE TERHS O F  TBK A I D  
3,  .LOAN, SGISE RELhT'Ril S2CZBSTIONS AROSE TElrT !.RE P R E S E N T X D  - .  

3PLO'h1 Foil KISSIOH C3KfIDi3ATION: 
1 

3 qU3DkTIO!i OF S P 2 C I f . L  E A P  D Z B T  F E S E k V 2 :  TEE P R O J E C T  
P!,?'r;!i A N D  T j T ;  ZOAY l . .O?Lk1Pl6  S Z O ' J I D  E A d E  PaOPISICN FOR 

- C L O S E '  OI jT G E  :JIO:!IDJ,TJCt4 07 TZS SPECIAL FA2 TSZT R P S L P . V G  
3 L;21'F: T;!E A I D  LCA i4  ? A S  E3ET PZJAID O H  kT CTHER !.??HOPHIATE 

TI~",E:. y:l;* Y Y  C O N C L R ! I  IS T2kT LID R E C E I V F  I T S  DESICNAFSD 
FOKTIGN OF TF!% iI";.lI CATED RESERVE. 

(3) LOAh EYLI!J<UENCY AUDITS: A S  A PRECAUTIOd TO P B G T F C T  
T H E  E A F I L ' S  VIABILITP XtlD 20 MAIIIIIZT ?!I?bTHENTS TO AID, 
TEE H I s S I ~ N  S i { O V L D  CONSIDXE RSQUIRINC A N  OUTSIGE B U D F T  OF 
O B E E G V E  LOANS IF T92 ~ P - s L ' S  L O A N  C O L L F C T I O N  BAT3 FALLS 
3XLQY A CERTAIN T2IGSZa L E V E L ,  PO3 EXAMPLE 9 0  PERCEhT OF 
PAYHESTS DUI: A N D / O R  O'i'ITE? P O I N T  .AT W f r I C A  THE SPECIAL E A 9  
DEZT RESZ?.VE IS ACTIVATED TD FINANCE 6AD 9EBT. I? SOCi? 
AN AUDIT IS U N D E P . T A k S N ,  NEW L E N D I N G  O P E S A T I O N S  SSOULD BE 
D E F E R X E D  i!NTIS T E E  A U D I T  HECOMMENEATIGt!S ARE MACE A K D  
ACTZ3 UPON. SSULTZ 

,8 
1' , 

U N C L A S 5 I T I E I I  
- 3  ' 

STATE 1118CZ 
- .  



AmmX 11 
Page 1 of 2 

NARRATIVE SCRMARY OBJECTIVELY VERIFIABLE IHDICATORS WEANS OF VERIFICATION 

MEASURES OF GOAL ACHIeVWeBT 

To increase economic growth 
and reduce unemployment 

2.700 employment opportunities generated Site visits and surveys 1. GOP does not pass new laus 
This employment will result in approximately further restricting private 
$12.5 million in wa~es and salaries. sector activity 

2. Private inveu-t in 
exportable goods contimes 

3. Foreign (esp. 0.S.) rarkets 
can be succesfully entered by 
Panamanian companies 

PURPOSE 

To generate increased export 
earnings by substantially 
increasing private investment 
in manufacturing and agri- 
business industries for 
exportable goods. A private 
sector development finance 
institution will be 
established as a viable 
instrument for providing 
medium- and long-term 
financing. technical 
assistance and advisory 
services to the export szctor 

END-OF-PROJECT STATUS 

The Project will have established a viable 
financial institution capable of maintaining 
and increasing export-oriented production in 
Panama 
The co-financing of loans with LILAD and 
other institutions will have been 
accoaplishd 
Personnel will be trained in development 
lending 
The net loan portfolio of FIDESA 
will be $23.3 million 
Support services to client enterprises 
to assure the efficient management of their 
investment 6 1 1  be in place. 
The reserve for extraordinary bad debt will 
be 2% of the net loan portfolio. 

1. Project reports. annual 
independent audits, 
Project evaluations 

2. FIDESA records 

3. PIDESA records. Project 
evaluations 

4.  F I D W  records 

5. F I D W  records 

6. PIDESA records 

1. Pan- export industry e m  k 
competitive in uorld b t s  

2. Productivity of f -aa 
industry hprowes 

3 .  Suitably qualified personnel 
can be recruited. trairtdand 
retained 

4. FIDZSA credit tern and 
serrrices are considered to be 
adequate incwitives for new 
investors 
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SC(1) - COUNTRY CHECNLIST 

Listed below are statutory criteria 
applicable generally to FAA funds, and 
criteria applicable to individual fund 
sources: Development Assistance and 
Economic Support Fund. 

A. GENERAL CRITERIA FOR COUNTRY 
ELIGIBILITY 

1. FAA Sec. 481(h)(l): FY 1986 
Continuing Resolution Sec. 
527. Has it been determined - 
or certified to the Congress 
by the President that the 
government of the recipient 
country has failed to take 
adequate measures or steps to 
prevent narcotic and 
psychotropic drugs or other 
controlled substances (as 
listed in the schedules in 
section 202 of the 
Comprehensive Drug Abuse and 
Prevention Control Act of 
1971) which are cultivated, 
produced or processed 
illicitly, in whole or in 
part, in such country or 
transported through such 
country, from being sold 
illegally within the 
jurisdiction of such country 
to United States Government 
personnel or their dependents 
or from entering the United 
States unlawfully? 

No. 

2. FAA Sec. 481(h)(4). Has the 
President determined that the No. 
recipient country has not 
taken adequate steps to 
prevent (a) the processing, in 
whole or in part, in such 
country of narcotic and 
psychotropic drugs or other 
controlled substances, (b) the 
transportation through such 
country of narcotic and 
psychotropic drugs or other 
controlled substances, and (c) 
the use of such country as a 
refuge for illegal drug 
traffickers? 



FAA Sec. 620 c  . If 
d o  a  government,  
i s  t h e  government l x n b l e  as 
d e b t o r  o r  u n c o n d i t i o n a l  
g u a r a n t o r  on any deb t  to  a  
U.S. c i t i z e n  f o r  goods o r  
s e r v i c e s  fu rn i shad  o r  o rde red  
where ( a )  such c i t i z e n  h a s  
exhaus ted  a v a i l a b l e  l e g a l  
remedies and (b)  t h e  d e b t  i s  
n o t  denied  o r  c o n t e s t e d  by 
such government? 

FAA Sec. 62!(e)o.. If  
a s s i s t a n c e  s  t o  a  government, 
h a s  i t  ( i n c l u d i n g  government 
a g e n c i e s  o r  s u b d i v i s i o n s )  
t aken  any a c t i o n  which h a s  t h e  
e f f e c t  o f  n a t i o n a l i z i n g ,  
e x p r o p r i a t i n g ,  o r  o t h e r w i s e  
s e i z i n g  ownership o r  c o n t r o l  
o f  p r o p e r t y  of  U.S. c i t i z e n s  
o r  e n t i t i e s  b e n e f i c i a l l y  owned 
by them wi thout  t a k i n g  s t e p s  
t o  d i s c h a r g e  i t s  o b l i g a t i o n s  
toward such c i t i z e n s  o r  
, e n t i t i e s ?  

FAA Sec.  62O(a) ,  62O(f) ,  620D; 

Sec. 512. fs r e c i ~ i e n t  
c o u n t r y  a   omm mu nisi c o u n t r y ?  
I f  s o ,  has t h e  P r e s i d e n t  
de termined t h a t  a s s i s t a n c e  t o  
t h e  c o u n t r y  i s  impor tan t  t o  
t h e  n a t i o n a l  i n t e r e s t s  o f  t h e  
Uni ted  S t a t e s ?  W i l l  
a s s i s t a n c e  b e  provided t o  
Angola, Cambodia, Cuba, I r a q ,  
S y r i a ,  Vietnam, Libya,  o r  . 
South Yemen? W i l l  a s s i s t a n c e  
b e  provided t o  Afghan i s t an  
w i t h o u t  a  c e r t i f i c a t i o n ?  

FAA Sec.  6 2 O ( j ) .  Has t h e  
c o u n t r y  p e r m i t t e d ,  o r  f a i l e d  
t o  t a k e  adequa te  measures t o  
p r e v e n t ,  t h e  damage o r  
d e s t r u c t i o n  by mob a c t i o n  o f  
U.S. p r o p e r t y ?  

N I  A 
'llhc? t~neistanco under tlrim project: i g 
to n private sector entity.  

N/A 
Assistance under t h i s  project is t o  a 
private sector entity.  

No. 

No. 



7. F A A  Sec. 620(1). Has the No. 
country failed to enter into 
an agreement with OPIC? 

8 .  F A A  Sec. 620(0): Fishermen's a >  No. 
Protective Act of 1967, as b) No. 
amend~d, Sec. 5. (a) Has the 
country seized, or imposed any 
penalty or sanction against, 
any U.S. fishing activities in 
international waters? 

(b) If so, has any deduction 
required by the Fishermen's 
Protective Act been made? 

of the recipient country been 
in default for more than six 
months on interest or 
principal of any AID loan to 
the country? (b) Has the 
country been in default for 
more than one year on interest 
or principal on any U.S. loan 
under a program for which the 
appropriation bill (or 
continuing resolution) 
appropriates funds? 

10. FAA SEC. 6 O(s). If - Yes, the ~dministrator 'has taken into 
contemplat d assistance is account the amount of mney and other 
developmenr loan or from resources Panama has spent on military 
Economic Support Fund t has the equipment. It was taken into account 
Administrator taken into at the time of approval of the 
account the amouzt of foreign Wencyas 
exchange or other resources' 
which the country has spent on 
military equipment? 
(Reference may be made to the 
annual "Taking Into 
Consideration" memo: "Yes, 
taken into account by the 
Administrator at time of 
approval of Agency OYB." This 
approval by the Administrator 
of the Operational Year Budget 
can be the basis for an 
affirmative answer during the 
fiscal year unless significant 
changes in circumstances 
occur. 



11. FAA Sec. 620(t). Has the 
country severed diplomatic 

No. 

relations with the-united 
States? If so, have they been 
resumed and have new bilateral 
assistance agreements been 
negotiated and entered into 
since ouch resumption? 

12 FAA Set 620 (u) ' What is the P a n m  ie I lot in arrears in its 
payment status of the payment of its U.N. obligatione. 
country's U.N. obligations? 
If the country is *in arrems 
were such arrearage8 taken 
into account by the AID 
Administrator in determining 
the current AID Operational 
Year Budget? (Reference may 
be made to the Taking into 
Consideration memo.) 

FAA Sec. 620A. Has *.he 
government of the recipient 
country aided or abetteb-, by 
granting sanctuary from. .. 
prosecution to, any indtwidual 
or group which has committsd 
an act of international 
terror ism? 

14. ISDCA of 1985 Sec. S52(b). 
Ras the Secretarv or State 
determined that the country is 
a high terrorist threat 
country after the Secretary of 
Transportation has determined, 
pursuant to section 1115(e)(2) 
of the Federal Aviation Act of 
1958, that an airport in the 
country does not maintain and 
administer effective.security 
measures? 

No. 



F A A  Sec, 666. Doen t h e  No. 
country o m c t ,  on the basis 
of race, religion, ~~atlonal 
origin or sex, to the greaence 
of any officer or employee of 
the U . S .  who is preeent in 
such country to carry out 
economic development programs 
under the FAA? 

16. FAA Sec. 669 670. Has the No. 
country, m ~ u ~ t  3 ,  1977. 
delivered or t eceived nitclear' 
enrichment or reprbcessing 
equipnlent, materials, or 
technology, without specified 
arrangements or safeguards? 
Has it transferred a nuclear 
explosive device to a 
nan-nuclear weapon state, or 
if such a state, either 
received or detonated a 
nuclear explosive device? 
( F A A  Sec. 620E permits a 
special waiver of Sec. 669 for 
Pakistan.) 

17. FAA Sec. 670. If the country 
is a non-nuclear weapon state, 
has it, on or after August 8, 
1985, exported illegalsly (or 
attempted to export illegally) 
from the United Statea any 
material, equipment, or 
technology which would 
contribute significantly to 
the ability of such country 
to manufacture a nuclear 
explosive devix? 



18. ISDCA of 1901 Sec. 720. Was Yes. It wetcr taken into account, In the 
t ha count rF repr eeen ted at ABministrator'r EY'86 tnkinq into 
the Meeting of Minister$ of conaitleration mamar~um and tit the 
Foreign Affairs and Heads of timo of the approvaJ, of t'lw ~ency'cr 
Delegations of the m. 
Non-Aligned Countries to the 
36th General Assembly of the 
U.N. of Sept;. 25 and 28, 
1981, and fa,iled to 
disanuociate i t,self from the 
communique Seeued? XF eo, 
ha8 the Pregident taken it 
into account? (Reference 
may be made to the Taking 
into Consideration memo,) 

19. F Y  1986 Continuin 
Resolution Sec. 3 fl. - 
Are any of the funds to be 
used for the performance of 
abortions as a method of 
family planning or to 
motivate or coerce any 
person to practice abortion87 

No. 

Are any of the funds to be No. 
used t a  pay for the 
performance of involuntary 
sterilization as a method of 
family planning or to colerce 
or provide any financial 
incentive to any person to 
undergo sterilizatians? 

Are any of the funds to be No. 
used to pay for any 
biomedical research which 
relates, in whole or in ' 

part, to methods of, or the 
performance of, abortions or 
involuntary sterilization as 
a means of family planning? 

111 - 6 



or  un tzu~Fen  or program 
wh !! ch hao buan d o t , ~ t r n h a d  ne 
 upp port Lng or purticipnt i n g  
in the managamone of a 
progrmn o f  coorrciva rlbort ion 
on Fnvoluncary ntorl.li,zation? 

Ntr. 

"E usniornnce i s  from the N/A 
population Eunctionnl 
account, ara  any of the 
Eundn to be mado available 
to family planning projects 
which do not offer, aithor 
directly or through refttrral, 
to or information about 
access to, a broad range of 
family planning mathods and 
servican? 

FY 1986 Continuin 
T--5%. Has 

No. 
E!~o"lution Sec. .- fiz reci~ient countrv been 
f ;e t~rmif i&d by the president 
to hcve engaged in a 
consis tent pattern of 
L pposition to the foreign 
policy of the United States? 

FY 1986 Continui Nb . 
Resolutiw Sec. 

elected Head of 
~overnmkt of the country 
been deposed by military 
coup or decree? 

B, FUNDING SOURCE CRITERIA FOR 
EL- 

1. Develo ment Assistance 
Gi?i&h~r i. ter ia 

FAA Sec. 116. Has the 
Department of State 
determined that this 
government has engaged 
in a consistent pattern 
of gross violations of 
internationally recognized 
human rights? If so, can it 
be demonstrated that 
contemplated assistance will 
directly benefit the needy? 

No. 





SC(  2 ) PROJECT CHECKLIST 

Lirdted below are atatutury criteria 
applicable t o  projects. This section 
Is d i v i d e d  into two partn., Part A .  
includes criteria applicabia to all 
projects. Pert B. applies to projects . f u n d e d  from specific source8 only: 

- 0.1, applies to all projects funded 
with Development Assistance loans, and . . 0.3. applies to projects f u n d e d  from 
ESF . 
CROSS REFERENCES: IS COUNTRY CHECKLIST 

UP TO DATE? HAS 
STANDARD ITUM 
CHECKLIST BEEN 
REVIEWED FOR THIS 
PROJECT? 

A .  GENERAL CRITERIA FOR PROJECT ?he Project wae included in the FY'86" 
Congressional Presentation as a new . '  1. FY 1966 Continuing Resolution pro,ect inMt86. 

Sec. 523; FAA Sec. 6 3 4 A .  

Describe how authorizing and 
appropriations comittees cf 
Senate and House have been or 
will be notified concerning 
the project. 

FAA Sec. 611!a)(l). Prior to (a)  yes. ' 

obligatjon in excess of 
$500,00u, will there Le ( a )  (b) Yes. 
engineering, financial or 
other plans necessary to 
carry out the assistance and 
( b )  a reasonably firm estimte 
of the cost to the U.S. of' 
the assistance? 

3 .  FAA Sec. 61L(a)(?L. If No further legislative act ion is 
further legislative action is required to nteet the objectives and 
required vithin recipient goals of the Project. 
country, what is basis for 
reasonable expectation that 
such action will be completed 
in time to permit orderly 
accomplishment of purpose of 
the assistance? 



4, F A A  Sec. 611(b)l F Y  1906 
Co tinuin Resolution Sec. - 3 T T h T +  or water or 
water-related land resource 
con8tructiont has project met 
the principles, standards, 
and procedures established 
pursuant to the Water 
Resources Planning Act (42 
U . S . C .  1962, at s s q . ) ?  (See 
AID Handbook 3 £or new 
guidelines.) 

5 .  F A A  Sec. 611(e). If project 
is capital assistance ( e . g . ,  
construction), and all U.S. 
assistance for it will exceed 
$1 million, has Midsion 
Director certified and 
Regional Assistant 
Administrator taken into 
consideration the country's 
capability effectively to . 
maintain and utilize the 
project? 

6 .  F A A  Sec. 209. Is project 
susceptible to execution as 
part of regional or 
multilateral project? If so, 
why is project not so 
executed? Information and 
conclusion whether assistance 
will encourage regional 
development programs. 

7.  F A A  Sec. 601(a). Information 
and conclusions whether 
projects will encourage 
efforts of the country to:. 
(a) increase the flow of 
international trade j ( b )  
foster private initiative and 
competition; and (c) 
encourage development and use 
of cooperatives, and credit 
unions, and savings and loan 
associations; (dl discourage 
monopolistic practices; (el 
improve technical efficiency 
of industry, agriculture and 
commerce; and ( £ 1  strengthen 
free labor unions. 

Thle projoct i~ not Lor water or water 
rehtod land reeource c~nstructlm, 

The Project should aid all of the 
items mentioned with the exception of 
(c) and ( f )  as it is not designed to 
address those items. 

The Project is not a capital 
assistance project. 



8 ,  F A A  ec 6 O l (  b . Information 1 P ,  Is tmklc i~ t r jd  c:hrlC noat: of tile 
on how tcjclmicel amirjtiinco and eql~ip~rwnt 

project wilL encourage [ J . S .  w i  L I  Lw af U.8, uriga~l ,.ram tho U,Y, 
p r  lvate  trade and Investment private sector. 
abroad and encourage privato 
u.S .  participation in foreign 
assistance programs 
(including use of private 
trade channels and the 
services of U.S. private 
enterprise), 

9. F A A  Sec. 612(b), 636(h); FY The U.8. dollar is uacd in Panama. 
1986 Continuing R'esolution Thera is no local currency here. 
Sec. 507. Describe steps 
taken to assure that, to the 
maximum extent possible, the 
country is contributing local 
currencies to meet the cost 
of contractual and other 
services, and foreign 
currencies owned by the U.S. 
are utilized in lieu of 
dollars. 

10. F A A  Sec. 6:2(d). Does the 
U.S. own excess foreign 

NI . , the U . S. does not om excess 
foreign currency. 

currency of the country and, 
if SO, what arrangements have 
been made for its release? 

11. F A A  Sec. 601(e). Will the 
project utilize competitive 
selection procedures for the 
awarding of contracts, except 
where applicable procurement 
rules allow otherwise? 

12. F Y  1986 Continuing Resolution 
Sec. 522. If assistance is 
- - -- 

for the production of any 
commoditi for export, is- the 
commodity likely to be in 
surplus on world markets at 
the time the resulting 
productive capacity becomes 
operative, and is such 
assistance likely to cause 
substantial injury to U.S. 
producers of the same, 
similar or competing 
commodity? 

Yes. 

The main purpse of the Project is to 
increase export earnings by increasing 
private sector investment in 
exportable goods. The goods produced 
will be for markets where demand 
exists, .-- 3 therefore will not likely 
he in surplus on world markets at the 
time productive capacity becomes 
operative. 



13, FAA 118(c) and (dl. Doe8 the Yaa. 
projact corn~ly with the 
environomental procedureu set 
forth in AID Regulation 16. 
Doe8 the project or program 
take into consideration the 
problem of the destruction of 
tropical forests? 

14. FAA 121(d), I f  a Sahel The Project is not a Uahel Project. 
project, has a determination 
been made that the host 
government has an- adequate 
sysem for accounting for and 
controlling receipt and 
expenditure of project funds 
(dollars or local currency 
generated therefrom)? 

15. FY 1986 Continuing Resolution No. 
Sec. 533. Is disbursement of 
the assistance conditioned 
solely on the basis of the 
policies of any multilateral 
institution? 

16. ISDCA of 1985 Sec. 310. For APProximately 15% of technick1 
development assistance assistance funds will be utilized for 
projects, how much of the these purposes. 
funds will be available only 
for activities of 
economically and socially 
disadvantaged enterprises, 
historically black colleges 
and universities, and private 
and voluntary organizations 
which arr controlled by 
individuals who are black 
Americans, Hispanic 
Americans, or Native 
Americans, or who are 
economically or socially 
disadvantaged (including 
women ) ? 



FUNDING CRITERIA FOR PROJECT 

1, Development Assistance 
Project Criteria 

a. F A A  Sec. 102(aIr 111, 
13, 281(a), Extent to 

which activity will ( a )  
effectively involve the 
poor in deveJopment, by 
extending access to 
economy at local level, 
increasing 
labor-intensive 
production and the use of 
appropriate technology, 
spreading investment out 
from cities to small 
towns and rural areas, 
and insuring wide 
participation of the poor 
in the benefits of 
development on a 
sustained b&sis, using 
the appropriate U.S. 
institutions; ( b )  help 
develop cooperatives, 
especially by technical 
assistance, to assist 
rural and urban poor to 
help themselves toward 
better life, and 
otherwise encourage 
democratic private and 
local governmental 
institutions; (c) support 
the self-help efforts of 
developing countries; ( d l  
promote the participation 
of women in the national 
economies of developing 
countries and the 
improvement of women's 
status, (e) utilize and 
encourage regional 
cooperation by developing 
countries? 

The Project will facilitate the 
release of entrepreneurial energies, 
create jobs and increaee incomes, and 
stimulate new economic activities in 
urban and rural areas. Assuming that 
on the average an investment of 
$16,300 is needed for the generation 
of a new job, by yeare 5 and 10 the 
project will have generated 2,700 an8 
6,000 jobs respectively. The f iscal 
impact of the new e c m d c  activities 
will assist in the continuation of tha 
high level of social servicws, which 
were formerly supported by foreign 
borrawings, and the success of the 
project will give evidence of, and . 
hopefully contribute to, understanding 
of the mutually supportive roles of , 
capital, management and labor in a ' 

relatively free-market-oriented 
economy. 



b. FAA Sec. 103, 103At 104, Yee. 
Does the 

% % % % ! i t  the criteria 
?or-the type of funds 
(functional account) 
being used? 

C. FAASec. 107, IS 
emphasis on -use of 
appropriate technology 
(relatively smaller, 
cost-saving, labor-using 
technologies that are 
generally modt 
appropriate for the small 
farms, small businesses, 
and small incomes of the 
poor ) ?  

Yes . 

d. FAA Sec. 110(a), Will w. Assistance under this Project: i e  
the recipient country to a private sector entity and FAA 
provide at least 25% of See. 110(a) does not awly. ~ v e r ;  
the costs of the program, themtributicnof theprivatesectdr 
project, or activity with entity for the project w i l l  be 
respect to which the approximately 19%. 
assistance is to be 
furnished (or is the 
latter cost-sharing 
requirement being waived 
for a *relatively least 
developed country)? 

e. F A A  Sec. 122(b). Does Yes. 
the activity give 
reasonable promise of 
contributing to the 
development of economic 
resources, o r  to the 
increase of productive 
capacities and 
self -sustaining economic 
growth? 



f a  F A A  Sec. 128(b  . I f  the 
@to to in- 
crease the institutional 
capabilities of private 
organizatio~s or the 
government of the 
country, or if it 
attempts to stimulate 
scientific and 
technological research, 
has it been designed and 
will it be mohitored to 
ensure that the ultimate 
beneficiarieg are the 
poor majority? 

g, FAA Sec. 281(b). 
Describe extent to which 
program recognizes the 
particular needs, 
desires, and capacities 
of the people of the 
country; utilizes the 
country's intellectual 
resources to encourage 
institutional 
development; and supports 
civil education and 
training in skills 
required for effective 
participation in 
governmental processes 
essential to 
self-government, 

The Project will support the 
development of the economy as a whole 
and will pranote the skills of 
Technical and Administrative prsonnel 
of the Export Development Finance 
Corporation. Additionally, local . 
private institutions will participate 
in and benefit from the project. 



2. Development Assistance Project 
C r i t e r i a  (Loat~s Only) 

N/A 
A I m n  will h mado to A prlv;lt:o 
sector entity. 

a ,  FAA Sec. 122(b). 
Information an conclusion on 
capacity of the country to 
repay the loan, at: a 
reasonable rate of interest, 

FAA Sec. 620(d), If N/A 
assistance i s o r  any 
productive enterprise which 
will compete with U.S. 
enterprises, is 'there an 
agreement by the recipient 
country to prevent export to 
the U.S. of more than 20% oC 
the enterprise's annual 
production during the life 
of the loan? 

3, Economic Support Fund Project 
Criteria 

a. FAA Sec. 531(a). Will this 
assistance promote economic 
and political stability? To 
the maximum extent feasible, 
is this assistance 
consistent with the policy 
directions, purposes, and 
programs of part I of the 
FAA? 

b. FAA Sec. 531(c). Will 
assistance under this 
cha?ter be used for 
military, or paramilitary 
activities? 

c, ISDCA of 1985 Sec, 207. N/A 
Will ESF funds be used to 
finance the construction of, 
3r the operation or 
maintenance of, or the 
supplying of fuel for, a 
nuclear facility? If so, 
has the President certified 



t h a t  such country i a  a  
p a r t y  t o  t h e  Trea ty  on t h e  
Non-Prol i fara t ion of Nuclear 
Weaponu o r  t h e  Trea ty  
f o r  t h e  P roh ib i t i on  of! 
Nuclear We&pona i n  L a t i n  
America ( t h e  "Treaty  of 
T l a t e l o l c o " ) ,  coopera tes  
f u l l y  w i t h  t h e  I A E A ,  and 
pursues nonpro l ' i f e ra t ion  
p o l i c i e s  c o n s i s t e n t  w i t h  
those  of t h e  United S t a t e s ?  

d .  FAA Sec. 609.  I f  
commodities a r e  t o  be  N/A 
gran ted  so  t h a t  s a l e  
proceeds w i l l  acc rue  t o  t h e  
r e c i p i e n t  country ,  have 
Spec i a l  Account 
( c o u n t e r p a r t )  arrangements 
been  made? 
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S C ( 3 )  - STANDARD ITEM CHECKLIST 
Listed below are the statutory items 
which normally will be covered 
routinely i n  those provision8 of an 
aesistance agreement dealing with its 
implementation, or covered in the 
agreement by imposing limit5 on 
certain uses of  fund^. 

These items are arranged under the 
general headings of (A) Procurement, 
( B )  Construction, and (C) Other 
Restrictions. 

A. Procurement 

FAA Sec. 602. Are there 
arrangements to permit U.S. Yes. 
small~business to 
participate equitably in the 
furnishing of commodities 
and services financed? 

FAA Sec. 604(a). Will all Yes. 
procurement be from the U.S. 
except as otherwise 
determined by the President 
or under delegation from 
him?? 

FAA Sec. 604(d). If the 
cooperating country 
discriminates against marine 
insurance companies 
authorized to do business in 
the U.S., will commodities 
be insured in the United, 
States against marine risk 
with such a company? 

Yes. 

FAA Sec. 604(e); ISDCA of N/A 
1980 Sec. 705ta). If 
offshore procurement of 
agricultural commodity or 
product is to be financed, 
is there provision against 
such procurement when the 
domestic price of such 
commodity is less than 
parity? (Exception where 
commodity financed could not 
reasonably be procured in 
U.S.) 



FAA Sac.  604(gL, Will 
construction O K  engincerlng 

N/A 

servicea bw procurid from - 
firms of countries which 
receive direct economic 
aaaietance under the FAA and 
which are otherwise eligible 
under Code 941, but which 
have attained a competitive 
capability in international 
markets in one of theas 
arcda? Do these countriaa 
permit United Sthtea firms 
to compete for construction 
or engineering services 
financed f ru1r1 aar?istance 
programs of these countries? 

6. FAA Sec. 603. IS the 
shipping excluded from 
compliance with requirement 
in section 901(b) of the 
Merchant Marine Act of 1936, 
a s  amended, that at least 50 
per centum of the gross 
tonnage of commodities 
( computed separately for dry 
bulk carriers, dry cargo 
liners, and tankers) 
E inanced shall be 
transported on privately 
owned U . S .  flag commercial 
vessels to the extent such 
vessels are available at 
fair and reasonable rates? 

7. FAA Sec. 621. If technical Yes. 
assistance is financed, will 
such assistance be furnished 
by private enterprise on a 
contract basis to the 
fullest extent practicable? 
If the facilities of other 
Federal agencies will be 
utilized, are they 
particularly suitable, not 
competitive with private 
enterprise, and made 
available without undue N/A 
interference with domestic 
programs? 



T p e r s o n s  or property i e  
financed on grant basis, 
will U . S .  carriers be u6ed 
to the extent 8 ~ ~ h  service 
is available? 

9. F Y  1986 Continuing 
Resolution Sec. 504, If the Yes. 

U.S. Government is a party - 
to a contract for 
procurement, does the 
contract contain a provision 
authorizing terminhtion of 
such contract for the 
convenience of the United 
States? 

B, Construction 

1. FAA Sec. 601(d). .- If capital N/A 
( e . g . ,  construction) 
project, will U.S, 
engineering and professional 
services be used? 

2. FAASec. 611(c). If N/A 
contracts for construction 
are to be finanlied, will 
they be let on a competitive 
basis to maximum extent 
practicable? 

3. FAASec. 620(k), If for 
construction of productive 

NIA 

enterprise, will- aggregate 
value of assistance to be 
furnished by the U.S. not 
exceed $100 million (except 
for productive enterprises 
in Egypt that were described 
in the CP)? 



Yne. 

Intoreat r t ~ t u  a t  l o a u t  29 
por dnnum during g r a c ~  
puriod and a t  Luast 3% per 
annum thor~after't 

contributions and 
administcrod by ,an 
international organization, 
does Comptroller General 
have audit rights? 

3 .  FAA Sec. 620(h). Do Yes. 
arrangements exist to insure 
that United States foreign 
aid is not used in a manner 
which, contrary to the beet 
interests of the United 
States, promotes or assists 
the foreign a i d  projects or 
activities of the 
Communist-bloc countries? 

4. Will arLangements preclude 
use of financing: 

FAA Sec. lO4( f ) ; FY i ? B , l i  (1) Yes. a *  - .." 
Continuing Resolution (2) Yes. 
Sec. 5 2 6 .  (1) To pa? (3) Yes. 
for performance of (4) Yes 
abortions as a method of 
family planning or to 
motivate or coerce 
persons to practice , 

abortions; ( 2 )  to pay 
for performance of 
involuntary 
sterilization as method 
of family planning, or 
to coerce or provide 
financial incentive to 
any person to undergo 



~ t e r i l 1 , z a t i o n j  ( 3 )  to 
pay f o r  Any biomedical 
r~eeerch which relatea, 
in w h o l ~  or pert, to 
methuds o r  the 
performance of abortions 
o r  involuntary 
utarilfzntlona do a 
maana of family 
planning1 ( 4 )  to lobby 
for abortion? 

F A A  Sec. 4 8 8 .  To 
rolmburso peraons, in 
tho form of caoh 
payments, whose illicit 
drug crops are 
eradicated? 

F A A  Sec. 6 2 0 ( d .  To 
compensate ownecs Eot' 
expropriated 
nationalized pruperty? 

FAA Sec. 660. To 
provide training or 
advice or provide any 
financial support for 
police, prisons, or 
other law enforcement 
forces, except for 
narcotics programs? 

F A A  Sec. 6 6 2 .  For CIA 
activities? 

F A A  Sec. 6 3 6 ( i ) .  For - 
purchase, sale, 
long-term lease, 
exchange or guaranty bf 
the sale of notor 
vehicles manufactured 
outside U.S., unless a 

Yes. 

Yee. 

Yes. 

Y~?S. 

Yes. 

waiver is obtained? 



8. FY 1986 Cont inuin  Yes. 
R e s o l u t i o n ,  Sec .  503.  
To pay pens ions ,  
a n n b i i i e s  , r e t i r e m e n t  
pay,  o r  a d j u s t e d  s e r v i c e  
compensation f o r  
m i l i t a r y  personnel?  

h .  FY 1986 Continuin YC?S. 
= s o l u t i o n ,  Sec. - 505.  
To pay UeN. gssessments ,  
a r r e a r a g e 6  o r  dues?  

. FY 1986 ~ o n i i n u i n  Yes. 
R e s o l u t i o n ,  Sec. 806. 
To c a r r v  o u t  urovisLons 

(Trans fe r  of  FAA funds 
t o  m u l t i l a t e r a l  
o r g a n i z a t i o n s  f o r  
l end ing)  ? 

j . FY 1986 Continuin Yes. 
Reso lu t ion .  Sec.  h0. 
To t i n a n c e  t h e  e x p o r t  of  
n u c l e a r  equipment, f u e l ,  
o r  technology? 

k. FY 1986 Continuin Yes. 
R e s o l u t i o n ,  Sec. 
For t h e  purpose o t  
a i d i n g  t h e  e f f o r t s  o f  
t h e  government o f  such 
coun t ry  t o  r e p r e s s  t h e  
l e g i t i m a t e  r i g h t s  o f  t h e  
popu la t ion  o f  such 
c o u n t r y  c o n t r a r y  t o  t h e  
U n i v e r s a l  D e c l a r a t i o n  of  
Human Righ t s?  

1. FY 1986 Continuin yes. 
R e s o l u t i o n .  Sec. 916. 
To be used t o r  p u b l i c i t y  
o r  propaganda purposes 
w i t h i n  U.S. n o t  
a u t h o r i z e d  by Congress? 

111 - 23 



A N N E X  I V  

BORROWERS LETTER OF APPLICATION 



PINANCIERA DE EXPORTACIONES, S.A. 

Panama, 11 de junio de 1986. 

Seiior 
Ronald Levin 
Director 
Agencia de Estados Unidos para el 
Desarrollo Internacional. 
E. S. D. 

Apreciado Sr. Levin: 

Placeme solicitarle a nombre de Financiers de 

Exyortaciones, S.A., (FIDESA), un prestamo por US$18,000,000.00 

(Dieciocho millones de dblares), para eotablecer una linea de 

financiamiento a mediano y largo plazo para el sector de 

exportaciones industriales, agroindustriales y de servicio de 

Panama, conjuntamentz con una donacion de US$1,300,000.00 (Un 

millon trescientos mil dolares) para asistencia tecnica y 

entrenamieato. 

El grupo promotor de este proyecto ha venido trabajando en 

el disefio del mismo desde hace mas de dos afios, y considera que 

en las circunstancias actuales, el desarrollo del pais exige de 

un papel mas activo del sector privado, especialmente de sus 

sectores de exportacion agricola e industrial. 

FIDESA acuerda suscribir US$ 4.5 millones en capital, de 

10s cuales US$2.5 millones seran pagados antes de que 10s 

fondos de la USAID sean desembolsados. Igualmente acordamos 



que antes de que cualquier fondo del prestamo de la USAID sea 

otocgado, ningun inversionista institucional tendra mas del 20% 

de las acciones de F'IDESA y ningun inversionista individual 4 

tendra mas el 1% del capital. Cualquier increment0 en estos - 

porcentajeo estara sujeto a la aprobacion de la USAID. 

Confiamos en que el esfuerzo conjunto de USAID y un grupo 

de empresarios privados ayudara en forma importante a la 

necesaria tarea de desarrollo del sector exportador. 

Agradecemos a usted y a sus colaboradores en la Misi6n de 

USAID-Panama, la ayuda que siempre brindaron a la planificacion 

del proyecto. 

Cordial saludo, 

Presidente 



WI RONMENTAL THRESHOLD DECISION 

Project mation: 

Project Title: 

Ebnding : . 

Life of Project: 

Prepared by: 

Background: 

Panama, R. P. 

Private Sector Export Financing Project 

All Years : $19 , 300,000 
First Year (FY 86) : $2, 424, 000 Loan 

$1 , 000 , 000 Grant 
Five Years 

: $18,000,000 Loan 
: $ 1,300,000 Grant 

Kermit C. Mah, OPSD 

Section 216.2 (c) (2) of 22 CFR Part 216, Ehvironmental Procedures, describes 
the classes of action which are eligible for categorical exclusion and for 
which an Ehvironmental Threshold Decision is not generally required. The 
activities of the subject project are applicable to the following categorical 
exclusions : 

1) 216.2 (c) (i) Fducation, technical assistance and training 
Programs 

2) 216.2 (c) (iii) Analysis , studies, workshops and meet inp . 
3) 216.2 (c) (v) Document information and transfer. 

4) 216.2 (c) (x) Support for intermediate credit institut?.ons. 

5) 216.2 (c) (xiv) 

Environmental Action Recolnmended: 

projects to develop the capability of 
recipient countries in development planning. 

Based on the categorical exclusions discussed above, the Mission recommends 
that the Private Sector Export Financing Project be given a Negative 
Determination ). requiring no further environmental review. 

Ronald D. kvin 
Mission Director 
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FIRST YEAR IMPLEHEMTATION PLAN 

A list of events  and t h e  a c t i v i t i e s  leading up t o  them is shown below: 

C r i t i c a l  Events I/ 

1 )  P r o j e c t  Authorization Signed 

2) P r o j e c t  Agreement Signed 

a )  FIDESA incorporated (Completed) 2/ 
b )  Capi ta l  of ~ ~ $ 4 . 5  mi l l ion  (1) 

subscribed 
C) USS2.5 mi l l ion  of subscribed c a p i t a l  

paid-in (1)  

3) Conditions Precedent t o  i n i t i a l  
disbursement of Loan and Grant 
Funds m e t  

a )  Legal opinion of counsel t h a t  ( 3  
PROAG has  been duly authorized and/or 
r a t i f i e d  by t h e  FIDESA and t h a t  it 
is l e g a l l y  binding 

b )  The names of t h e  o f f i c e r s ,  t h e  (1) 
Board of Uirectors  and any other  
l e g a l  r epresen ta t ive  who can a c t  on 
behalf of t h e  FIDESA 

C )  The names of FIDESA shareholders (1)  
and t h e  number of shares  held by 
each shareholder 

d)  A s tatement of FIDESA's ( 3 )  
procurement po l i cy  and procedures 

e )  Evidence t h a t  FIDESA can l e g a l l y  (9)  
opera te  under t h e  Laws of Panama 
a s  an IF1 

USAID 

X 

X 

FIDESA 

X 
X 

X 

X 

X 

X 

X 

X 

Da t.e 
Accamp l ishod 
- (week) - 

0 

1; A c t i v i t i e s  l i s t e d  below each event a r e  those t h a t  must bc accon~plished - 
before  t h e  event can take  place.  

2/ The number t o  t h e  r i g h t  of each a c t i v i t y  is  t h e  number of woaks t h i s  - 
a c t i v i t y  is expected t o  take  before it is accomplished. 



ADINEX . 
Page 2 of 4 

XHPLEHENTATION PLAN 

C r i t i c a l  Events 

4 ) Additional conditioils precedent 
t o  i n i t i a l  disbursement of loan 
funds met 

a )  Es tab l i sh  t h e  p r i n c i p a l  o f f i c e  (8)  
b) Managing Director  employed (4) 
c)  S ta f f  employed (6)  
d) Development of a ,~a tement  of (4 

lending, invos tment and opera t ional  
p o l i c i e s  

e) Statement of t h e  organizat ional  (1) 
s t r u c t u r e  and s t a f f  of FIDESA 

f )  Developlnent of a de ta i l ed  plan (1) 
f o r  the  pe r iod ic  a u d i t  of sub-loans 
and investments 

g) Dvelopment of a two year (4)  
operat ing s t r a t e g y  and budget f o r  
d i r e c t  lerlding and/or o the r  f i n a n c i a l  
se rv ices  

h )  Evidence t h a t  $2.5 m i l l i o n  in  (10) 
paid-in c a p i t a l  has  been earmarked 
f o r  adminis t ra t ive  & operating 
expenses and/or u t i l i z e d  f o r  purposes 
of t h e  p r o j e c t  

i )  Es tab l i sh  c h a r t e r  (4  1 

5) Contract Advisor t o  t h e  General Manager 
h i red  and i n  p lace  

a )  Develop PIO/T f o r  contrac tor  ( 3 )  
& c i r c u l a t e  it 

b) Advertise p o s i t i o n  (2)  
C) Candidates submit C V ' s  (8)  
d) Se lec t  most t a l en ted  individual  (1) 
e) Negotiate and s i g n  a con t rac t  (1) 

with t h e  individual  
f )  Arr ival  of individual  o n - s i t e  (2)  

6) I n s t i t u t i o n  contracted with & personnel 
a r r i v e  t o  perf otm evaluat ions  

a )  Write & c i r c u l a t e  PIO/T f o r  (32) 
evaluat ions  1/ 

b) Advertise w o r k - ~ v a i l a b i l i t ~  (2)  
C) F i m  submit proposals  (8)  
d)  Se lec t  b e s t  proposals  (2)  
e )  Negotiate and s i g n  Contract  (1) 
f )  Contractors a r r i v e  t o  perform (2 )  

f i r s t  evaluat ion 

Responsibil i ty 
FIDESA 

X 
X 
X 
X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Date 
Accomplished 

(week 1 

2 4 

1/ Writing of PIO/T is programed f o r  June 1987. - 
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EXECUTIVE SUMMARY ---- 

A .  STATEMENT OF THE PROBLEM - 
The growth recession which Panama has been experiencing 

since the year 1983, is affecting seriously the levels of 

unemployment and underemployment as well as other measures of 

economic and social welfare. The perspectives for recovery are 

not promissing unless major adjustments in economic policy are 

undertaken in order to increase the competitiveness of the 

Panamanian economy. Such adjustments will have to be in the 

areas of labor legislation, investment incentives, tariff 

policy, price controls and price supports, and the cost and 

efficiency of public utilities. But even if all such measures 

were adopted at once, the ,reaction from the private sector may 

prove to be very slow, given the lack of medium - to long -term 

credit facilities for development projects. 

Cognizant of the lack of adequate facilities, U S A I D  is 

considering making a loan and giving technical assistance to a 

proposed private sector development finance institution that 

would provide support to the adjustment process needed in 

Panama. This report contains an analysis of the expected 

demand for credit over the life of the project and an 

evaluation on the economic impact of the project. The project 



financial institution which will have a paid-in capital of $4.5 
b 

millions, 

B. - A N U Y S I S  OF DEMAND . 
The methodology for the analysis of demand for medium- and 

long-term credit includes two main elements: 1) an 

examination of projects from different sources classified in 

five categories and; 2) a methodology to compute additional 

fixed assets required to achieve certain levels of increment of 

value added by the manufacturing sector. The methodology is 

based in the Incr~mental Capital-Output Ratio for the 

manufacturing sector. Three alternative scenarios were defined 

to project incremental GDP by the manufacturing sector which 

were labeled the Base Case, the High-Growth Case and the Low - 
Growth Case. 

After estimating the demand for credit, the supply of funds 

from the commercial banking sector to the production sectors 

was projected based on historical trends and different 

assumptions for the three cases. .. . 

The gap in the supply of credit was computed as the 

difference between the two projections, with tae following 

results for selected years in the three cases: 



ANNUAL CAP IN 'fHE SUPPLY OF CREDIT 
b 

(millions of dollars) 

YEAR - BASE - 
1 (7.6) 

HIGH-GROWTH LOW-GROWTH 

AGGREGATE : (141.5) 

NOTE: Figures in parentheses denote a gap and without - 
parentheses a surpluss of funds. 

The main conclusion from the analysis is that in the three 

cases there is an important gap to be covered to satisfy the 

medium- and long-term financial needs of productive sectors. 

In all cases the gap would be greater than the resources 

available to the proposed finance institution. 

C. ECONOMIC EVALUATION 

The methodology developed for the economic evaluation of 

the project assumes that the benefits accruing from the 

activities financed by the proposed institution would not take 

place otherwise if the loans are not made. To estimate the 

economic impact the consultant assumed a portfolio mix of loans 

by the institution and then used profiles of typical projects 



under each category included in the mix. 

. 
The impact of the project by year ten on total value added 

would be $80.7 millions wi*:h more than 15,000 direct and 

indirect jobs generated. 

The net impact on the Balance of Payments by year ten has 

been estimated to reacb $70.4 million. 

The project will fulfill an important gap in the dcpply of 

credit in all the cases, with very beneficial economic and 

social effects. 



/ 
. 1. ANALYSIS OF DEMAND FOR MEDIUM AND LONGiTERM CREDIT 

4' 

L 

A. APPROACH AND METHODOLOGY 

1 
To estimate the ptential demand for medjtdm - and long-term 

credit from production activities, the [different sectors 
1 

considered 

categories: 

1. 

2. 

3. 

4. 

5. 

were identified and classified 1 in the following 

i I 
~ ~ r i c u l t u r e / ~ ~ r i b u s i n e s s  I 

Export ~rocessing/~ssen~bly 

~anuf acturinq,'~ther 

Touri:=m 

Services for Export 

A methodology based on the Incremental Capital-Output Ratio 

(ICOR) for Panama's manufacturing sector was devised to 

estimate the potential demand for credit by firms in categories 

2 and 3 above, i.e. Export ~rocessing/~ssembly and 

~anufacturing/~ther. Annex 1 to this report has a description 

of this methodology. 

For the other three (3) sectors the consultant made a 

survey of different sources of information which included the 

following: 1) the list of projects in the annex to the PID; 

2 the portfolio of projects in the National Investment 



Council? 3) profiles of projects in the study by Arthur D. 

Little International, 1nc.A/ and 4) other information obtained 

from direct interviews and information available to the 

consultant. 

The stat~s of each project was defined according to its 

degree of maturity, with three classifications: 

1. Request for loan; 

2. Prof i.le; and 

3. Idea status 

All the projects considered are listed according to 

category and status in Annex No. 2 to this report. 

B. DEMAND FOR CREDIT 

In order to project the demand for medium- and long-term 

credit by the private development sectors, the consultant 

defined first, three alternative economic scenarios and then 

proceeded to project the demand for credit by the manufacturing 

sector ( includes Export Processing/Assembly and 

~anufacturing/~ther) as per the methodology explained below and 

in Annex No. 1. Projections for ~griculture/~gribusiness, 

Tourism and Services for Export were prepared independently. 

1/ - Arthur D. Little International, Inc., Estudio Integral del 
Sector Idustrial de Panama. MICI, febrero de 1984. - 



1. -. Alternative Scenarios 

Three alternative scenarios have been developed as the 
b 

bases from which the projections are made. These scenarios are 

intended to be consistent with the historical performance of 

the Panamanian economy and with project:ions on Panama's 

economic prospects developed through Lormal models by 

international financial institutions. 

Fcr comparative purposes it is important to consider the 

real historical rates of growth for total GDP and manufacturing 

in the past quarter of this century, which are as follows, in 

per cent: 

P E R I O D  TOTAL GDP MANUFACTURING 

1960 - 19691/ 8.1 11.4 

1970 - 198421 4.5 2.3 

1980 - 19842/ 2.2 -0.8 

1960 - 1.984?! - 6.0 10.2 

The three scenarios developed are described as follows : 

a. Bases ~a'se: Patterned af ter the experience of 

1970-1984, assumes a rate of growth for GDP in 

manufacturing of 2% for the remainder of the 80s and 3% 

for 1990-2005. This scenario considers 

1/ Calculated from the national accounts series in 1960 prices. - 
2/ calculated from the national accounts series in 1970 prices. - 
3 /  Calculated from the combination of the series in footnotes - 

1 and 2. 



that only minor adjustments to the prevailing 
b 

"rules of the game" are adopted over the medium 

term, and whatever economic growth there is, will 

come from external demand for the goods and 

services of existing industries, plus the demand 

generated by the domestic market. 

b. High - Growth Case: Assumes that major changes in 

economic policy in key areas such as labor 

legislation, investment incentives, tariff 

protection tp existing and new industry, price 

controls and support prices, and tariffs of public 

utilities, are adopted within the next two years. 

A generally favorable international climate, with 

reasonably good export possibilities, expecially 

under the CBI program has also been assumed. 

Manufacturing would grow at 10% in real terms for 

the rest of this decade, increasing to 12% in the 

1990s and then going to 9% in the period from 2000 

to 2005. 

c. Low-Growth Case: Manufacturing GDP projected at 1% 

annually for commparative purposes. 



Inflation has been projected at 4% a n n u a l l y  f o r  all 

scenarios, which are summarized in Table No. 1. 

TABLE NO.  1 

SC E N A R I  0 ANNUAL REAL RATE O F  GROWTH 
AND P E R I O D  I N  MANUFACTURING GDP 

BASE C A S E  

1985 - 1990 
1990 - 2000 
2000 - 2005 

HIGH-GROWTH CASE 

1985 - 1990 
1990 - 2000 
2000 - 2005 

LOW-GROWTH CASE 

1985 - 2005 

1/ See description of the scenarios in the text. - 

VII-A- 12 



2. The Demand for Credit bv Manufacturinu Industrv 

The demand for credit by manufacturing industry has been 

projected on the basis of the Incremental Capital-Output Ratio 

(ICOR) calculated for the sector. The ICOR used is derived 

from historical data as well as from industry profiles and 

includes only fixed assets in the definition of capital. The 

methodology used to calc~lated the ICOR is described in Annex 

No. 1. 

Value added in the manufacturing sector was projected 

applying the rates of teal growth of each one of the three 

alternative scenarios which are being considered and the rate 

of inflation of 4% adopted for the long term. The result of 

this excercise, as shown in the first column of Table No. 2, is 

a projection of the Gross Product in Manufacturing, starting 

with the value estimated for 1985 by the consultant. This 

projection allows for the calculation of the annual increment 

in GDP by the manufactuing sector, which is the difference in 

GDP between any two consecutive years. This annual increment 

in manufacturing GDP' shown in the second column of Table No. 2 

is used to calculate the annual increment in fixed assets by 

applying the adopted ICOR value of 1.3. Finally, the demand 

for medium- and long- term credit was calculated assuming that 

70% of the investment in fixed assets is financed by sources 



external to the firms and the remainder by internally generated 

cash-f low and/or new equity. 

These projections were made for the three scenarios defined 

above and the results are shown in Tables Nos. 2, 3 and 4. 

The demand for credit estimated through this methodology 

includes both the expansion of existing industries as well as 

new industries classified ' under the previously defined 

categories of Export Processing/~ssembly and 

~anufacturing/~ther. Annex No. 2 has a list of tho types of 

industries included under each category. 

3. The Demand for Credit by Agribusiness 

Since there is no statistical base available on investment 

in agribusiness in Panama that would allow a methodology as in 

the above case, direct estimates of the financing required were 

prepared, based on the survey made by the consultant. 

Table No. 5 shows the demand for credit by projects in the 

survey which are classified according to the probability of 

their implementation for the three alternative scenarios. The 

timetable for the execution of the projects has been assumed to 

be the following: 

1. REQUEST FOR LOAN: implemented between year 1 and 5 .  

2. PROFILE: implemented between year 2 and 7. 

3. IDEA STATUS: implemented between year 4 and year 10. 



TABLE NO. 2 

BASE CASE: PROJECTION OF THE DEMAND FOR MEDIUM- AND 
LONG- TERM CREDIT BY THE MANUFACTURINGbSECTOR 

( m i l l i o n s  of U .  S .  D o l l a r s )  

YEAR GROSS PRODUCT I N  ANNUAL INCREMENT I N  DEMAND FOR CREDIT 
MANUFACTURING GDP FIXED A S S E T S  

1.985 399.2 

SOURCE: Methodology d e s c r i b e d  i n  the t e x t .  



TABLE NO. 3 

HIGH GROWTH CASE:  PROJECTION OF THE DEMAND FOR 

MEDIUM- AND LONG-TERM CREDIT BY THE 

MANUFACTURING SECTOR 

( m i l l i o n s  of U .  S .  D o l l a r s )  

YEAR GROSS PRODUCT OF ANNUAL INCREMENT I N  DEMAND FOR CREDIT 

MANUFACTURING G DP FIXED A S S E T S  

SOURCE: M e t h o d o l o g y  described i n  the t e x t .  
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TABLE NO. 4 

LOW GROWTH CASE: PROJECTION O F  THE DEMAND FOR 

MEDIUM AND LONG-TERM CREDIT BY THE 

MANUFACTURING SECTOR 

(millions of U .  S. D o l l a r s )  

YEAR GROSS PRODUCT I N  ANNUAL INCREMENT I N  DEMAND FOR CREDIT 

MANUFACTURING , GDP F I X E D  A S S E T S  

- - - - -- -- 

SOURCE: Methodology described i n  the t e x t .  
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TABLE No. 5 

ESTIMATE OF AGGREGATE DEMAND FOR MEDIUM - ---- 
AND LONG - TEPM CRJ3DIT BY TiGRIBUSINESS UNDER 

THREE RZLTERNATTVE SCEN;$l?IOS 

( m i l l i o n s  of W.S. D o l l a r s )  

STATUS OF - 
PROJECT 

R e q u e s t  

P r o f i l e  

I d e a  

R e q u e s t  

P r o f i l e  

Idea 

R e q u e s t  

P r o f i l e  

Loan 

TOTAL PROBABILITY PROBABLE 

DEMAND&/ DEMAND -- 
( % I  ( % I  ( $ )  

BASE CASE 

7.3 40 

50.2 20 

0.3 - 10 

57.8 

HIGH-GROWTH CASE 

7.3 70 

50.2 50 

0.3 
7 

30 

57.8 

LOW-GROWTH CASE 

7 . 3  20 

50.2 10 

0.3 - 5 

57.8 

NOTES : 

1/ - See E x h i b i t  2 . 2  i n  Annex No.2 VII-A-18 



These estimates are of course limited by the fact that only 

projects which are known today to the consultant are included. 

Thore should be other projects which the consultant has not 

been able to detect and more that may come up in the future. 

Becauae of these factors, the projections may be judged to be 

4. The demand for Credit by Services for Export -.----. - 
Estimates for this sector were made based on the 

profiles of the projects prepared by Arthur D. Little 

International, Inc., for the study refered to above. 

The financing requirements estimated for these projezts are 

the following: 

PROJECT 

1. Contracts between big and small 

Manufacturing firms 

2. Electronic Data Processing 

3. Teleport 

4. Repair of Containers 

5. Scrapping of Boats 

T 0 T A L 

US$ MILLIONS 

Since all of these projects are presently in the idea 

status, it has been assumed that they will have a 30% 

probability of being implement between years 4 and 10 of the 



projection in the high--growth case, 158 probabi1.it.y in the I,ase 
6 

case and a probability of only 5% in the low-growth case. 

5 .  The Demand for Credit by Tourism 

Two projects were considered in the tourist sector for 

the high-growth case, as follows: 

1. A duty free shopping center identified in the ADL 

study, with a total cost of US$4.4 rd.llions, financing needs in 

the , amount of ~Sg3.1 millions and a 50% probability of 

implementation; and 

2. New Hotels: Estimates made by the consultant 

indicate that with passenger arrivals growing at an annual rate 

of 5%, capacity in first class hotels will have to increase 800 

rooms by year 10 of the p:3jection. At today's prices this 

will require a total investment of ~ ~ $ 7 0 . 0  millions in two 

hotels of 400 rooms each, that should be completed by years 7 

and 10 of the projection. The probability of implementation is 

assumed to be at 30% and the long-term financing requirement at 

70% of total investment. 

For the base case the consultant has assumed that if 

tourism flows towards the country at a rate of growth of 3% per 

year, by the year 10 of projection, there will be a demand of 

1,550 rooms per day in first class hotels, which could be 

covered with the present existing capacity, though at a high 

rate of occupancy (85%). Under these conditions it may also be 

assumed that the duty free shopping center will not develop 

either. 
VII-A-20 



There would not be any demand for credit by this sector in 

the low-growth case. 

6. b Summary of Demand ~rojections 

The demand for medium- and long- term credit by the 

five categories of development activities selected for this 

analysis is summarized in Tables Nos. 6, 7 and 8 for the base 

case, high-growth c,ase and low-growth case, respectively. 

Total estimated demand in millions of U.S. Dollars for the 

years 1986 to 1995 for the three alternative cases, is as 

follows: 

YEAR 

DEMAND BY ALTERNATIVE CASE 

BASE HIGH-GROWTH LOW-GROWTH 

22.2 51.9 18.3 

25.2 63.2 20.2 

26.8 72.8 21.1 

28.3 80.9 22.1 

29.9 91.5 23.3 

36.1 116.6 24.3 

38.4 141.8 25.4 

39.3 151.1 25.7 

42.0 175.2 27.0 

44.8 210.5 28.2 



TABLE NO. 6 

BASE CASE: PROJECTED DEMAND FOR MEDIUM- AND LONG-TERM 

CREDIT BY SELECTED DEVELOPMENT ACTIVITIES 

( a i l l i o n s  of U. S. D o l l a r s )  

I 

YEAR AGRI BUSINESSY -EXPORT PROCESSING SERVICES TOURISM TOTAL 
& MFG/OTHERZ/ FOR 

EXPORT 
1986 0.4 2 1 . 8  -- -- 2 2 . 2  

1987 2.2 23.0 -- -- 25.2 

1988 2.2 24.6 -- -- 26.8  

1989 2.2 26.0 0.2 -- 28.3 

1990 2.2 25.9 0 . 2  -- 29.9 

1991 1.9 34.0 0.2 -- 36.1. 

1992 1 . 8  36.4 0.2 -- 38.4 

1993 -- 39.0 0 .3  -- 39.3 

1994 -- 41.7 0 .3  -- 42.0 

1995 -- 44.6 0.2 -- 44.8 

NOTES AND SYI'4BOLS - 
1/ See Tab le  N o .  5 - 
2/ See Tab le  No. 2 - 
--denotes t h a t  no demand h a s  been d e t e c t e d .  



TABLE NO. 7 

b 

HIGH-GROWTH CASE: PROJECTED DEMAND FOR MEDIUM - AND 

LONG-TERM CREDIT BY SELECTED DEVELOPMENT A C T I V I T I E S  

( m i l l i o n s  of U .  S .  d o l l a r s )  

YEAR AGRIBUSINESSL/ EXPORT PROCE SING SERVICES TOURISM TOTAL 
& M F G / O T H E ~  7 FOR 
- EXPORT 

1986 1.0 50.9 -- -- 5 1 . 9  

NOTES AND SYMBOLS 

1/ See T a b l e  N o .  5 - 
2/ See T a b l e  N o .  3 - 
-- denotes that  no  d e m a n d  has been detected .  



LOW-GROWTH CASE: PROJECTED DEMAND FOR MEDIUM - AND 

LONG-TERM CREDIT BY SELECTED DEVELOPMENT ACTIVITIES  

(millions of U. S .  Dollars) 

YEAR A G R I B U S I N E S S ~ /  EXPORT PROCESSING SERVICES TOURISM TOTAL 
& MFG/QTHER~/  - FOR 

EXPORT 

NOTES AND SYMBOLS 

1/ See Table No. 5 - 
2 /  See Table No. 4 - 
-- denotes that no demand has been detected. 



C. THE SUPPLY OF FUNDS 

The supply of credit for medium- and long-, term financing 

for the productive sectors originated historically from the 

commercial banks which operate locally, including special 

financing programs by the National Bank of Panama. There have 

been from time to time other sources of financing such as DISA 

and COFINA, which do not continue to be active in the market at 

present. 

Out of total bank ioans, it may be estimated that financing 

to the production sectors is made up of loans classified in the 

credit statistics of the banking system under .the following 

categories : agriculture, cattle, fisheries, mining and 

manufacturing industries. It is the consultant's judgment that 

50% of loans classified under "Other constructions", is also 

credit to the production sectors. 

Balances of loans outstanding to the production sectors for 

the years from 1975 to 1984 are shown in Table No. 9. The 

period from 1970 to 1975 has been excluded since the extremely 

high rate of growth of credit experienced in the first stage of 

the development of the International Banking System of Panama, 

is not meaningful for this analysis. Between 1975 and 1981 the 

annual rate of growth in the balances of loans outstanding has 

been 8.38, while growth between 1981 and 1984 dropped to 1.5% 

per year. The growth experienced during the period 1975-1984 



YEAR 

. 
TABLE NO. 9 

BALANCE O F  LOANS TO THE SELECTED PRODUCTION SECTORS 

BY THE NATIONAL BANKING SYSTEM. YEARS 1975 - 1984 

(millions of U. S. dollars) 

BALANCE 

288.0 

285.3 

303.0 

350.7 

393.4 

476.4 

562.7 

555.3 

562.5 

588.9 

ANNUAL V A R I A T I O N  

SOURCE: National Banking Commission of Panama. 



reflects extraordinary situations, such as the trans-isthmian 

pipeline, the financing of which was partially registered in 

Panama. 

The consultant has used a 10% nominal rate of growth to 

project balances up to 1995 for the high-growth case, even 

though this is likely to exaggerate the future availability of 

credit from commercial banks. The projection for the base case 

has been made at an annual nominal rate of 6% (i.e. 2% above 

inflation) and for the low growth case at 5% nominal. These 

assumptions would result in more conservative estimates on the 

need for additional sources of funds. The results of these 

projections are contained in Table No. 10, which shows the 

annual increment in the credit portfolio of the banking system 

to the production' sectors. 

The banking statistics do not classify credits in 

accordance to their terms, but it is a well-known fact that 

Panamanian firms in manufacturing and agribusiness rely heavily 

on short term liabilities for their external financing, a 

practice which is consistent with the commercial nature of the 

Panamanian banking system. In this respect, the 1984 study by 

Arthur D. Little International, Inc. reveals that 56% of the 

credits obtained by manufacturing firms are for periods of two 

and more years and that manufacturing firms use bank credit as 

their primary source to finance their working capital needs 

11 Arthur D. Little International, Inc., op. G., pp.80-81 - - 



TP,BLE NO. 10 

YEAR - 

PROJECTION OF THE SUPPLY OF FUNDS B'Y THE BANKING SYSTEM 
7- 

TO THE SELECTED PRODUCTION SECTORS IN THREE ALTERNATIVE --- 
CASES. YEARS 1986 - 1995 -- 
(n~illions of U. S. Dollars) 

BASE CASE -- HIGH--GROWTH CASE LOW-GROWTH CASE 

BALANCE VARIATION BALANCE VARIATION B W C E  VARIATION - - 
675.9 313.3 701.4 63.8 669.5 31.9 

716.4 40.5 771.5 70.1 703.0 33.5 

759.4 43.0 848.6 77.1 . 738.1 35.1 

805.0 45.6 933.5 84.4 775.0 36.9 

853.3 48.3 1,026.9 93.4 813.8 38.8 

904.4 51.1 1,129.5 102.6 854.4 40.6 

958.7 54.3 1,242.5 113.0 897.2 42.8 

1,016.2 57.5 1,366.8 124.3 942.0 44.8 

1,077.2 61.0 1,5033.4 136.6 989.1 47.1 

1,141.8 64.6 1,653.8 150.4 1,038.6 49.5 

SOURCE: See assumptions in t e x t .  



TO calcu1,ate the proportion of bank credit (mcasurod by net 

changes in balances outstanding) used by firms in the 

production soctors to finance fixed assets, the consultant has 

analyzed the changes occurring over time in the composition of 

the financial structure of Panamanian firms operarting in the 
- 

five different categories which have been considered for the 

demand analysis. To this end, the data obtained for each 

category was given the same relative weight as in the portfolio 

described in section I1 . A  of this report. The result of the 

analysis indicates that for the portfolio mix assumed and the 

data available, firms would use 38% of commercial bank credit 

available to them to finance new fixed assets. If, instead of 

a high-intensity of capital case included in the cases for 

~griculture/~gribusiness, one were to consider a 

medium-intensity of capital case, then the overall proportion 

would be reduced to 35%. If, additionally, the relative weight 

of projects in tourism is reduced to 10% of the portfolio, the 

proportion would become 30%. 

The consultant has adopted 38% as the proportion of total 

hank credit that is in fact used by firms to finance the . 
acquisition of fixed assets, to be on the conservative side in 

estimating the gap in financial resources 

The results of these projections of new credit from the 

banking system to selected production sectors to finance fixed 

assets for the three alternatives being considered, are 

summarized in Table No. 11. 



ASSETS FOR THREE ALTERNATIVE CASES.  --.-- -- 
YEARS 1 9 0 6  --.- -1995 

(millions of U. S. D o l l a r s )  

ALTERNATIVE CASES 

YEAR -. BASE HIGH-GROWTH -------. LOW-GROWTH 

1 9 8 6  1 4 . 6  24 .2  12.1. 

SOURCE: See t e x t  f o r  e x p l a n a t i o n .  



D. THE GAP IN FINANCIAL RESOURCES 

q e  gap in financial resources has been calculated as the 

difference between the demand for credit for the three cases 

as shown in Tables Nos. 6, 7 and 8 and the supply of credit 

from the commercial ba.nking system, which has been summarized 

in Table No. 11. The estimated gap is shown in Table No. 12. 

E . CONCLUSIONS 

The supply and demand projections indicate that there is an 

important gap to be covered in the three cases considered to 

satisfy the medium- and long-term financing requirements by 

production activities. , These estimates do not take into 

account that in many instances Panamanian firms finance their 

acquisition of fixed assets with short term loans. If a more 

sound financial structure is desired, then the gap in medium- 

and long-term funds would be much larger than the amount 

estimated. 

To achieve a rate of growth in the sectors of production of 

the order of magnitude which the high-growth projections imply, 

it would be necessary to create other financial institutions 

complementary to the banking system. Financing from commercial 

banks will not be sufficient, even assuming a rapid rate of 

growth in total credit and a high proportion of medium- and 

long-term loans. 



(1.1-i : ! I ivns  of IJ. S .  D o l l a r e )  

ACG R.EGATE GAP ( 1 4 1 . 5 )  ( 7 6 6 . 6 )  ( 8 3 . 3 )  

NOTES : 
' r - ~ i g u r e s  i n  parentheses denote a gap and figures without - 
parentheses  indicate a s u r p l u s .  
SOURCE: Tables Nos. 6,7,8 and 11 -- 



The net amount of new funds required to cover the medium- 

to long-term financial needs of selected production activities 
b 

is smaller than the amount of annual demand not covered by 

credit from the banking sector, since there is a process of 

repayment of loans that are then loaned again. The total 

amount of net additional resources required depends on the 

t-erms, the grace periods and the interest rates, which will 

determine the rate at which loans granted will be recovered. 

The projections have been made for a 10 year period, even 

though the original plan was to cover 20 years since, among 

other reasons, the credit gap that would have to be covered in 

the first 10 years of the projections is large enough even in 

the low-growth case. 



PART 1 1 .  ECONOMIC EVALUATION 

A .  METHODOLOGY T O  EVALUATE THE ECONOMIC IMPACT 

The evaluation of the impact by the operations of the 

proposed institutionewas developed on the basis of the effect 

of the projects financed by it on selected economic variables. 

The methodology consisted mainly of the following components: 

1. The underlying assumption in the analysis is that if 

the proposed loan is not available, the projects would not be 

executed and accordingly, the whole of the impact of such 

projects is to be attributed to the lending operations of the 

institution. 

2. It was assumed that all the funds available for lending 

will be disbursed every year, and the amount of annual 

disbursements by the proposed institution was provided by U S A I D  

assuming the following conditions: 



The rate of interest on the U S A I D  loan is 10% pea., 

out of which 5.0% is to be set aside, as a reserve for 

extraordinary bad debts, with a 50-50 risk sharing feature 

between U S A I D  and the bank on the unused portion of the 

reserve. Assuming an extraordinary writeoff of 0.25%, the 

average effective interest rate on the U S A I D  loan would be 

7.16%. 

3. Tne proposed loan mix assumes that the institution will 

seek a diversified portfolio, consistent with an attractive 

rate of return on its own equity, and with key economic policy 

objectives such as the creation of employment,. the generation 

of foreign exchange earnings and additional growth by the 

national economy. The relative weights of different sectors in 

such portfolio would be the following: 

Agriculture/Agribusiness 30% 

Export ~rocessing/~ssembly 20% 

~anufacturing/~ther 15% 

Services for Export 10% 

Tourism - 25% 



4. For each one of the above sectors, the profile of a 

typical project was sel.ected to derive from them a series of . 
aggregate coefficients which could then he used to calculate 

the economic impact of the total lending operations. The 

projects selected for each sector are the following: 

SECTOR PROJECT 

~griculture/~gribusiness Frozen and dry yucca 

Export processing/~ssembly Ethyl alcohol 

~anufacturing/other Dry batteries 

Export services Scrapping of vessels 

Tourism Apartment Hotel 

The main criteria for selecting representative projects was 

the availability of adequate information to calculate the 

coefficients. The profiles used for the analysis are included 

in Annex No. 3 to this report. 

5. The aggregate coefficients developed to measure the 

economic impact of the projects were expressed in terms of the 

effect on selected variables to be expected for each ~ ~ $ 1 . 0 0  of 

loans disbursed per year. Thus, to each ~ ~ $ 1 . 0 0  loaned, the 

following results would be obtained. 

VARIABLE 

Total investment 

Annual sales 

Annual Exports 

EFFECT 



6 .  The economic impact was c a l c u l a t e d  by a p p l y i n g  t o  t h e  

amounts l oaned  a n n u a l l y  i n  e a c h  one o f  t h e  t h r e e  c a s e s ,  t h e  

above  c o e f f i c i e n t s  p l u s  c e r t a i n  a d j u s t m e n t s  i n d i c a t e d  below. 
6 

B. MEASUREMENT OF THE ECONOMIC IMPACT 

The economic impact of t h e  p r o j e c t  i n  e a c h  o f  t h e  t h r e e  

c a s e s  was computed t o  show t h e  e f f e c t  on g r o s s  i n v e s t m e n t ,  

s a l e s ,  v a l u e  added ,  employment, p a y r o l l  and Balance  of 

Payments. The r e s u l t s  a r e  p r e s e n t e d  i n  T a b l e  N o .  1 3  and a r e  

a l s o  summarized and commented upon i n  t h e  t e x t  below.  

1. Gross Inves tmen t  

The p r o j e c t  w i l l  g e n e r a t e  a  t o t a l  g r o s s  i nves tmen t  i n  

t e n  y e a r s  of  $104.3 m i l l i o n s .  Inves tmen t  r e a c h e s  a  maximum 
- 

a n n u a l  amount on y e a r  4  o f  t h e  p r o j e c t i o n  and s u b s e q u e n t l y  

d e c r e a s e s  somewhat. T h i s  t a p e r i n g - o f f  e f f e c t  is  due t o  t h e  

f a c t  t h a t  l o a n s  made from the USAID l o a n ,  are d i s b u r s e d  and 

loaned  i n  t h e  f i r s t  f o u r  y e a r s ,  and a f t e r w a r d s  new l o a n s  a r e  

made from repayments  to  t h e  bank. 

2.  S a l e s  

S a l e s  have  been  computed on t h e  b a s i s  o f  t h e  

c o e f f i c i e n t s  above and t h e  r e s u l t s  f o r  s e l e c t e d  y e a r s  a r e  t h e  

f o l l o w i n g :  



YEAR - TOTAL C%LES IN US$ MILLIONS 

1 8.7 

5 76.5 

10 174.6 

3. Value Added 

To compute value added, total costs of production and 

expenses were separated between payments .to factors of 

production and intermediate purchases of goods and services, as 

shown in Annex 1 to this report. T h e  resulting projections are 

summarized below: 

YEAR TOTAL VALUE ADDED IN US$ MILLIONS 



4. Employment and Payroll 

According to the profiles of selected projects, the 

investment required per job is $16,320. Given that loans 

represent 64.5% of the investment, it may be calculated that 

the projects induced by the institution will generate a total 

of 95 direct jobs per each $1.0 million loaned. 

The average annual new direct employment induced by the 

project in the 10 year period evaluated has been calculated to 

be 6 ? 9  jobs. 

Given that salaries in the profiles average $4,644 per 

year, the total amount of salaries paid in year 1 would be in 

the order of $1.5 million reaching $13 million in year 5 and 

$30 million by year 10. 

The demand for goods and services on the rest of the 

economy induced by the additional production from the new 

projects, would generate in turn new or "indirect" employment. 

The estimation of indirect employment takes into account two 

main factors: a) total sales of goods and services for the - 



economy as a whole, both of local. origin and imported, amounted 

to $9,R91 per employee in 1984; and b) for the profile of new 

projects it hac been calculated that each $1,000,000 in new 

sales will generate a demand of $540,000 in goods and services 

from the rest of the economy (See Annex 1). With these two 

coefficients it was possible to calculate that each $1,000,000 

in total sa1.e~ will generate indirect employment for 55 persons 

elsewhere in the economy. Projected indirect employment for 

selected years would be as follows: 

YEAH I N D I R E C T  E M P L 0 Y M E N T 

1 480 

5 4,213 

10 9,582 

By the end of year 10, total direct and indirect employment 

would exceed 15,000 jobs created. 

5. Balance of Payments 

The effect of the project on the Balance of Payments 

has been calculated on the basis of the coefficients shown at 

the begining of this section as well as on the disbursement and 

repayment of the USAID loan. 



The results obtained indicate that the net external balance 

for the country is positive for all the years considered, even 
e 

though there is a lag of two years between the time when the 

loans are made and the moment when exports begin. The net 

Balance of Payments effect for selected years is the following: 

YEAR NET BALANCE OF PAYMENTS EFFECT 

(in U. S. Millions) 

CONCLUSIONS - 

The measurement of the economic effect which the activities 

financed by the new bank would generate are both positive and 

substantial in all the variables examined. It is concluded 

that the bank would have an important impact in the ~anamanian 

economy in terms of gross investment, sales, value added, 

employment and Balance of Payments. 



TAEX No. 13 

blEASWU3ENT OF THE EQSNOMIC DIPACT OF 'IHE EXPORT IEVELOPFmT BANK I 
i 

(in millions of U.S. Dollars except where noted differently) ? 

Y E A R S  1 2 3 4 5 6 7 8 9 10 i 

NEW JOBS PER YEAR ( N h r )  

C 
H Direct 
H 
I Indirect 
t- 
f- 
rQ 

mta1 

TWIRL (N&r) 

Direct 
Indirect 

mtal 

- - - - - - t 1-13]  
(1.32) (1.32) (1.32) i l .  31) 
41.14 51-52 61-97 72-85 

39.82 50.20 60.65 70,41 



* 
, ANNEX NO. 1 

D E S C R I P T I O N  OF THE METHODOLOGY U S E D  TO CALCULATE THE 

INCREMENTAL CAPITAL-OUTPUT R A T I O  OR ICOR 

For the purposes of calculating the ICOR of the 

manufacturing sector for this analysis, the concept of capital 

which has been used includes only fixed assets. T w o  

alternative calculations were made: the first one was based on 

the coefficients derived from the projects in the profiles 

available to the consultant, and the other utiljzed historical 

data for the manufacturing sector as a whole. 

1. ICOR from Profiles of Projects 

Table No. 1-1 shows the composition of the gross 

value of production for a set of projects that has the 

following structure: 

Gross value of production $2,590,169 

Intermediate purchases 1,397.944 

Value added 1,192,225 

To achieve such an increment in output (as measured by 

value added) of $1,192,225, data from the same profiles 



TABLE NO.  1-1 

COMPOSITION OF GROSS VALUE OF PRODUCTION OF A SET OF 

PROJECTS - 

STRUCTURE T O T A L  VALUE ADDED INTERMEDIATE 

PURCHASES 

( i n  U. S .  d o l l a r s )  

Raw  ater rials 9 7 3 , 3 0 4  

Labor 4 4 1 , 6 9 2  

Other Cost of 

P r o d u c t i o n  1 7 1 , 8 5 7  

Genera l  and F i -  

n a n c i a l  Ex- 

p e n s e s  6 7 7 , 4 2 2  

Income Tax 1 1 4 , 0 6 3  

N e t  E a r n i n g s  2 1 1 , 8 3 1  

T O T A L  2 , 5 9 0 , 1 6 9  

PER CENT 100% 

SOURCE: Annex No. 3 



indicate that an incremental invwstmont in fixed assets of 

$2,550,400 would be raqui red. Thus, the incremon tal 

capitil-output ratio wou1.d bo 1,550,400/1,192,225 - 1.3 

2. ICOR from historical data 

Tho conoultant obtained a special tabulation from the 

Office of the Controller General in order to ha4ve on hand the 

information on investment in fixed asset8 by manufacturing 

firms from the 1982 census, the results of which have not been 

published yet. These data and that of previous industrial 

censuses appear in Table No. 1-2 below. 

TABLE NO. 1 - 2 

INVESTMENT IN FIXED ASSETS AND VALUE ADDED BY THE 

MANUFACTURING SECTOR FOR 1961, 1.971 AND 1982 

(Millions of U. S. Dollars) 

YEAR TOTAL FIXED ASSETS AT END VALUE ADDED IN 
OF YEAR THE YEAR r - 

41.9 49.1 

SOURCES: Contraloria General ds la ~epfiblica, Censuses of 

Manufacturing Industry for Years 1961, 1971 and special 

tabulation for 1982. 



?111~' dil t i l  in tho  i l b o v ~  t i l b lo  10 not: c o m p a r a b h  w i t h  t h u  d , . ~ t , l  

fo r  tho m a n u f a c t u r i n g  a e c t o r  which a p p e a r s  i n  tiha o f f i c i a l  

publications o f  Panama's  cDP, * s i n c e  b o t h  t ho  numbar of f i ~ m s  

c o v e r e d  and t h e  d e f i n i t i o n  of v a l u e  added a re  different. 

f{owover, t h a r a  ie c o n s i s t e n c y  i n  T a b l e  No. 1-1 between t h e  

c o v e r a g e  and r l e f i n i t i o n  f o r  t h e  d a t a  on f i x e d  invoe tment  and on 

v a l u e  added ,  t o  a l luw t h e  compu ta t i ons  shown below. 

PERIOD INCREMENTS IN 

CAPITAL VALUE ADDED ICOR - 
1961  - 1982 689.2 438.6 1 . 6  

1961  - 1971  126 .6  114.6 1.1 

1971  - 1982 562.6  324.0  1 . 7  

The v a l u e  added from t h e  1982 c e n s u s  seems to b e  too low 

when compared w i t h  t h e  v a l u e s  o b t a i n e d  from t h e  a n n u a l  s u r v e y s  

o f  t h e  m a n u f a c t u r i n g  sector, which s h o u l d  b e  c o n s i s t e n t  w i t h  

c e n s u s  d a t a  b u t  n o t  with GDP f i g u r e s .  The f o l l o w i n g  f i g u r e s ,  

where  1979 ,  1981  and  1 9 8 3  a r e  from t h e  a n n u a l  s u r v e y s  and 1982 

i s  from t h e  Census  d a t a ,  show t h e  d i f f e r e n c e .  

YEAR - VALUE ADDED 

( $  m i l l i o n s )  

1979 374.5 

1 9 8 1  526.3 

1982 487.7 

1983  578.0 



One explanation for this discrepancy could be that while 

the cenaue data for fixed assets has been revised carefully, 

the information for value added is still very preliminary. ~o 

overcome this limitation a trend-line figure for value added in 

1982 has been interpolated and the resulting ICOR 

1971-1982 period would be 1.4. 

3. Conclusion. 

Given thcsc elements, the consultant has 

for the projections, the ICOR from the projects 

for the 

adopted 

in the 

profiles, i .  e. 1.3, which is an intermediate value between the 

low capital-intensive 60s and the higher intensity of capital 

which prevailied in the 70s. 

V I I -  A-47 





Classlf lcat lon of Projects by Sector 

Exhlblt No, 2,1 . , , investment and Medium-Term f inanclng by Sect or, 

Exhibit No, 2.2 . . . Long-Term and Medium-Term F tnancmg by Sector of 

Agriculture / Agribusiness. 

Exhibit No. 2.3 . . . lnvestkent and Medium-Term Financing by Sector of 

Export Processing / Assembly. 

Exhibit No, 2.4 , . . l nvestment and Medium-Term Financing by Sector of 

Manufacturing / Other. 

Classiffcatlon of Projects by Status 

Exhlblt No. 2.5 . . . lnvestr~qent and Medium-Term Financing by Status. 

Exhiblt No. 2.6 . . . Investment and Medium-Term Financmg by Status of 

Request for Loan. 

Exhibit No. 2.7 . . . Investment and Medium-Term Financing by Status of 

Profile. 

Exhlblt No. 2.8. . . Investment and Medium-Term F lnancing by Status of 

I dea. 



1 .  Agr icul turel Agribusiness. 

2. Export Processing/ Assembly. 

3 Manufacturing/ Other. 

4 Tsurism. 

5. Services fo r  Export. 



INVESTMENT_ AND_MEDIUM TERM- - FlNANClNGBjLSECTOR 
(Thousands o f  dollars) 

SECTOR TOTAL lMVESTMENTFDIUM TERM FINANCING - 

Agriculture/ Agribusiness 83,l 15.9 57,8G 1 .O 

Export Processing/ Assembly 2,750.0 I ,5 10,O 

Manufacturing/ Other --J5&uL -E!+wu 

TOTAL 12 1,306.7 78,700.0 



fl AND MEDIUM - TERN FINANCING 

BY SFCTOR OF AGRICUI TURF / A ~ B U S I N E S S ,  

( T ~ O U S ~ ~ ~ S  or dollars) 

STATUS 
REQUEST FOR LOAN 

PROJECT 

Animal Food 
Qndy F mtory 
Chewing gum 
Lemon O i l  & Lemon Juice 
Lobsters Tails 
Pineapple Processing Plant 
Sweet water shrimp 
Turkeys 

SUBTOTAL 

PROFILE 

PROJECT 

Animal Feeds (Molexes, Soybean & Citrus Pulp) 
B a f  praxssing for Export 
Candied Tropical Fruits 
Csnned Seafood Dish 
Canned Soups: Shrimp, Clam and other seafood 
Castor O i l  & Meal 
Coconut - trees ( 2,000 hect) 
Corn Qerm O i l  & Flour 
Dehidreted bell peppers 
Essential Oil from Lemon Orass 
Fishery (processed for exportation) 
Fresh & F Rozen Okra 
F r m n  Yuax 
Palm O i l  
Papain 

MEDIUM- TERM FINANCINO 

MEDIUM- TERM F lNANClNQ 



MEDIUM-TERM FINANCINO 

Salted fish & s rd ina  
Seafood Concentrates 
&food P a t h  
Shrimp Ferm~ng (3-4, 
Shrimp processing plant 
Soluble Coffee ( Instant) 
Tomato Peste 

425.0 
150.0 

1,800.0 
) L E~ploitation 14,000.0 

4,200.0 
2,700.0 

265,O 
Trop~cal Fruits Cocktail (Canned) L?QQd.Q 

SUB TOTAL 50,21 1.0 

Crebmeat , prepared, canned 

MEDIUM- TERM F INANCINO 

SUBTOTAL 300.0 

Resquest for Loan = 7058, year 1 to year 5 = 5,lOSO - 1,020.6/year 
Profile =50%,year2toyear7 =25,105.5= 4,184.2/ye.r 
Idea =3O%,year4toyearlO= 90.0= 12.9/year 

Soucces: 
1. Original List 
2. ADL 
3. INDESA 



JluEmmKIL. AND.HERlUM TFRM - liltutaw 
RYSECTOROFm-/ASSEMBLY 

(Thousands of do1 lars) 

Anodes for outboard marine motors 100.0 

Christmas tree lights 500.0 

Soft loggage 150.0 

Transformers & Switch gear I ,000.0 

Walkie Talkies, Radios, etc. laQ.Q- 

SUBTOTAL 2,750.0 1,s 10.0 



Accecsr les, PVC 

Blcycles 

Bicycles and parts 

Car Muff lers &k Exhaust Tubes 

Csram lc t l les 

Dry  batterles 

Emulsll lers 

Glazed Ceramic Ware 

Hand Tools ( Forged Steel) 
Hand Tools for q r l c u l t u r e  

Leather Cilwes 

Leather bags 

Molded P las t~c  Goods 

Panels for Walls( foam, lumber, 

plywood & concrete) 

Paper 

Pol iethylene plpes 

Rotoplastlcs 

Silica 

Si lver Were (low cost) 
Solar Collectors 

Tableware, non bone 

Tfres & Inner tubes for bicycles 

Tooth Brushes 

SUB TOTAL 

UM-TFRM fm 



1 .  Request f o r  Loan. 

2. Pro f i l e .  

3. Idea. 



* 

~ N V E ~ T M E N T ~ ~ =  - F_lhlANCINGuSTATUS 

(Thousands of  do1 jars) 

5IAI!& 

Request f o r  Loan 

P r o f i l e  

l dea 

TOTAL 



Animal Food 

Csndy Factory 

Chew lng gum 

Emulsif iers 

Leather Gloves 

Leather bags 

Lemon Oi 1 & Lemon Juice 

lobsters Tails 

Paper 

Pineapple Processing Plant 

Rotoplastfcs 

Sweet water shr imp 

Turkeys 

SUBTOTAL 

T D T A L m  UM- TFRM F j N A W  



I)tlVESTMENTANDMElUUM-TE8M.ElNANClMG 

&srrATus.W 
b 

(Thousands of  do1 lars) 

A c m r i e s ,  PVC 

Animal Fads (Molac,ses, Soybean & Citrus Pulp) 

Anodes for outboard morine motors 

Beef processrng for Export 

I3 lcycles 

Candled T r o p ~ m l  F ru i t s  

Canned Seafood Dis3 

Canned Soups. 5hr Imp, Clam and other seafood 

Car Mufflers & Exhaust Tubes 

Castor Oil & Meal 

Ceramic tiles 

Christmes tree l ights 

Coconut - trees ( 2 ,000 hect ) 

Corn Oerm Oil & Flour 

Dehidrated bel l  peppers 

D r y  batteries 

Essential O i l  from Lemon Ores 

Fishery (processed fo r  exportation) 

Fresh & FRmn Okra 

Frozen Yucca 

Glazed Ceramic Ware 

Hand Tmls ( FsrM Steel) 

Hand Tools for agr icul ture 

Molded P l a t  lc Gaxk 

IUM-TERM F I N A W  



Palm 311 4,000 0 
b 

Panels for ~ r ~ l l d  foam, lumber, plywood b Concrete) 280.0 

Papain 335.0 

Pollethyleno pipes 320 0 

Salted fish & sordlnes 600,O 

Seefood Concentrates 26 1,2 

Seafood P a t h  2,500.0 

Shrimp Farming (3-4,000 hect.) - Exploitation 20,000.0 

Shrimp p r o w s i n g  plant 6,000.0 

Sl l Ice 

Soft luggage 

Solar Collcxtors 

Soluble Chffee ( Instant) 

Tab lewore, non bone 

Tires Rc Inner tubes for brcycles 2,000.0 

Tomtlto Pmte 414.0 

Toath Brushes 202.0 

Transformers & Swltch gear 1,000.0 

Tropical Fru i ts  Cocktall (Canned) 4 18.0 

Walkie Telkies, Redtor, etc, -.l.mu 

SUB TOTAL 88,506.7 60,190.0 



PROJECT 

B fcycles and parts 

Crabmeat, prepared, canna 

Silver Ware ( low cost 

SUBTOTAL 



ANNEX NO. 3 
1 1 ,  

PROFILES OF TYPICAL PROJECTS 

DESCRIPTION8 - Production of frozen yucca for human 

consumption and dry yucca for animal feed (by product). The 

production will be 1,018 tone of dry yucca per year. 

MAIN CHARACTERISTICS 

Total investment 

Number Employed 

Annual Sales 

Exports 

Raw Materials: 

Yuccaz National 

Other: 50% National 

F I NANC I AL DATA 

Financial Rate of Return 

Sales 

Cost of Production 

Raw Materials 

Labor 

Other 

$365,200 

19 

$487,700 

90% Sales 



ECONOMIC INDICATORS 

Investment per Job 

Salus per Job 

Annual Employment Earnings 

National Value Added 

Foreign Exchange ( ~ e t  ) 

Inflow 438,930 

Outflow 28,130 

Foreign Exchange Earnings/Investment 1.126 

Employment Earnings/Investment 

National Value Addedllnvestment 



SECTOR: VROCESSING/ASSEMBLY 
UI 

I 

DESCRIPTION; Production of ethyl alcohol (264 thousand annual - 
liters) and high grade alcohol (165,000 annual liters) for 

exports. 

MAIN CHARACTER1 S T I C S  

1. Total Investment 

2. Number Employed 

3. Annual Sales 

4. Exports 

5. Raw Materials 

F I NANC I AL DATA 

$174,000 

22 

$426,690 

100% 

The most important is sugar 

cane ( local). 

Financial Rate of Return 

Sales 

Cost of Production 

Raw Materials 209,800 

Labor 88,000 

Other 20 000 



ECONOMIC INDICATORS I 

Investment  Per Job 

, S a l e s  per Job 

Annual Employment Earnings 

, N a t i o n a l  Value Added 

F o r e i g n  Exchange ( N e t ' )  

I n f l o w  4 2 6 , 6 9 0  

Out f l o w  1.05, 500 

F o r e i g n  Exchange ~ a r n i n g s / ~ n v e s t m e n t  

Employment ~ a r n i n g s /  Investment 

N a t i o n a l  Value ~ d d e d / I n v e s t r n e n t  



SECTOR I -- MANUE'A.CZ'~JRING/O?(HER 

DESCRXPTXON: Production of 12.0 millions of large, medium & 

small battereis per year. 

MAIN CIIARACTERISTICS 

1. Total Investment 

2. Number Employed 

3. Annual Sales 

4. Exports 

5. Raw Materials 

FINANCIAL DATA , 
-, 

Financial Rate of Return 

Sales 

Cost of Production 

Raw Materials 1,195,000 

Labor 298,000 

Other 142,000 

$1,362.700 

51 

$3,36O,OOO 

70 Sales 

Imported 



ECONOMIC INDICATORS 
I 

I 

' Investment Per Job 
Sales per Job b 

Annual Ev:ployment Earnings 

National Value Added 

Foreign Exchange (Net ) 

Inflow $2,352,000 

Outflow $2,065,000 

Foreign Exchange Earnings/~nvestment 

, Employment ~ a r n i  ngs/ ~nvestment 

, National Value Added/~nvestment 



SECTOR: EXPORT SERVICES I 

DESCRIPTION: Scrapping of veseele. 

MAIN CHARACTERISTICS 

Total Inveetmknt 

Number Employed 

Annual Sales 

Exports 

Raw Materials 

F I NANC I A L  DATE 

Financial Rate of Return 

Sales 

Cost of Production 

Raw Materials 1,920,000 

Labor 993,600 

Other 480,000 

$1,557,500 

200 

$5,002,000 

100% Sales 

Imported 



ECONOMXC INDICATORS , 

Investment per Job 

Sales per Job 

Annual Employment 3arni nge 

National Value Added 

Foreign Exchange (Net). 

Inflow $5,002,000 

Outflow $3,340,000 

Foreign Exchange ~arnings/Inveatment 

Employment ~arnings/ investment 

National Value ~dded/Investment 



DESCRIPTIONr Apartment *hotel of 100 rooms, for prolongated 

stays with medium - high rates. 

MAIN CHARACTERISTICS 

1. Total Inv2stment 

2. Number ~mploykd 

3. Annual Sales 

4. Exportti 

5. Raw Materials 

F I NANC I AL DATA 

Financial Rate of Return 

Sales 

Cost of Production 

Raw Materials 127,500A/ 

Labor 135,000 

Other 197,400 

$3,709,000 

30 

$1,314,000 

70% of Sales 

80% Local 

(construction/ 

Depreciation) 

1/ - Maintenanceof building and eqtiipment and renewal of 

equipment 



ECONOMIC INDICATORS - 

Inveetment per jor 

Salea Per Job 

Annual Employmant Earning 

National Value Added 

F m e i g n  Exchange (Net) 

Inflow 919,800 

Outflow 137,970 

Foreign Exchange ~arnings/Investment 

Employment ~axnings/ Investment 

National Value Added/Investment 



1, Introduction 

When requested, FIDESA will provide medium- and lo(y,g-term l o w  to 
thme manufacturing and processing industries that meet criteria establiehed 
by tho lending corporation. 

In broad tern, a feasibility study rnuet have been performed of each 
loan application so that an analysis can be made of it. If the application is 
approved, FIDGSA will normally f i ~ m  up to 709 of medium- and long-term 
requirements of the project. It is expected that the remaining 30% will be 
financed by the pereon(s) applying for the loan. 

On sonre pro jects, FIDESA will enter into e f  inancing arruuq~ments 
wi :h other banks or institutions. LAAD hae already axpreaeed an interest in 
this activity and this will allow the A.I.D. loan to have even more of an 
impact on the Panamanian eoommy. 

As FIDESA evolves over time, it will be given aane latitude in the 
rnethnds in which it can invest it8 funds. One area will be equity 
investments. tbwever, its principal activity will be to provide medium- and 
long-term loans to the abovelnentimed industriee. 

Because Panama is the center of banking for Latin America, 
experienced bankirg personnel for FIDEEiA will be hired locally. It ie 
anticipated ,that training in developnent lending will have to be provided to 
the General kmager and Credit Officers as they will be mre familiar with 
short-term lending practices. In addition, USAID will provide funds to obtain 
a £ull-time developnent banker for a period of four years. lhis banker will 
assist in start-up operations, training and evaluating any projects that came 
in during this period of time. 

In the first years of FIDESA's operations, the professional staff 
will consist of the General Manager (Managing Director), an advisor to the 
General Manager, two Lroan and Investment Mnitoring Officers and an 
Administrative Officer. As the volume of lending increases, the staff will be 
increased accordingly. 

In the sections that follow, the job descriptions and 
responsibilities of the different levels within the organization are 
presented. The type and specific activities which have been described reflect 
the assumptions that have been made in this project paper. 



DelagatAon of opora tionnl reeponsibili ties to mnnagament . 
Rsview loan applicatione that are deemed f~~&dble by the Manerging 
Director and the projact Rsview Qmnittee and exceed the lending 
authotj ty of the Mmaging Director . 
hvelop and/or approve pol icy objectives , guide1 inee and goale. 

Specific! approval of all propoed laws and oquity investmente 
exceedimg f inaricing limi to. 

Post review of financing decisions. 

Selection of outside auditors, legal counsel and attorne)'~. 

General promtion of the mnpny including search for potential 
clients and coorctination with financial institutions. 

On-going mni.toring of financed projects in close coordination with 
loan and Investment Wnitoring Officer. 

b. - 6card 3 ~ .  arxf Interface with Management 

'Ihe Managing Director will be a member of the bard as well as 
General Manager of FIDESA. 

?he Managing Director will have responsibilities for operating FIDEA 
within policies set by the Board. Chce general guidelines are 
established for individual FIDESA projects and agreed to by the 
Eoard, the Managing Director can negotiate with project partners and 
commit FIDESA within such guidelines. 

The Board's role is to set policy and establish guidelines for the 
operations of FIDESA to review progress, to assist in developing 
clooperative/beneficial relations with existing financial 
institutions, and to assist in evaluating projects. 

Initially, the Board will work very closely with the Managing 
Director to gain a better understanding of FIDESA's operation. Chce 
practical knowledge is attained and mutual mf idence achieved, the 
Board may assume a less active role in the day-to-day operations. 
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Vice Chairm~n of the 1w;l~'d. 

Reepsible for eoleat.ion of key personnel. 

Develops policy issues for Ibslrd coneiderat ion. 

Senior project packager and foe structurer. 

Liaison wi th ~ ~ ~ ~ / k n a m i  and inetitutioml leaders, 

Respansiblo for utilizing techical assistance under U ! D  program. 

d. Ek rience Ij= and Capabilities Sought for the Managinq 
-xel 

Minimum ten years experience in a merchant and/or investment bank, 
with a record of successful project financing. 

Proven ability to operate with limited organizational and staff 
resources. 

Skillful at evaluating the merits of projects and project sponsors. 

Proven ability to structure projects to meet the financing 
requirements of different financial institutions. 

Skillful at wrking with and through people. 

Spanish speaking/reading capability. 

Latin American experience. 

Imaginative and creative problem solver. 

ESrcellent judgment. 
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Rosponeible Lor reviewing prformmce of oach company finnncecl, 
incJ.uding on-going eva1.uation of financial report0 and spot visits 
for audi t ing purpeoe . 
Raspnsible for as tatZishing timely and affective control systems for 
the monitoring of the invcstmont And loan wrtfoliot provide6 
recommendations to Managing Director for cwrrect ive act ion. 

Provides policy and business development guidance on carpany finance 
through Board representation as appropriate. 

Maintains cloee ooordimtion with client canpanies as a baeis for 
identifying additional opportunities for providing financial services. 

hspnsible for identi fying, etructuring ( "packaging" ) and 
implemsnting projects. 

Q-f inacing projects with other institutions as appropriate. 

Assists Managing Director to de.jign lcm and investment standards and 
guidelines for overall operationls. 

Coordimtes FIDEFjA project devel~~nment activities with other local 
and foreign financial institutions. 

Identifies and evaluates  project^ for their presetntatim, review and 
implementation. 

f . rience Level and Capabilities Sought for Loan and Investment 

Five years experience monitoring loans and investments for a 
financia! institution. 

Skillful communicator. 

Effective at da2ing with senior businessmen. 

s. Resmnsibilities of the -rations and Pdministrative Officer 

X)evelopment of internal accounting and management information systems. 

Personnel f1mctions, including payroll. 

Preparation of performance reports and other reports for USAID. 

Day-to-day cash management. 

Disbursement and collection systems. 



h. Fkperisnce Level and CapnbilitieS Souqht for Cpratianr and 
Prdminietrative Officer 

Mva para amounting/control ewrience in a financial ineti tution. 

Crative, and capablei financial aaminietratim profeeeional . 
Able to work effectively with innd through people, 

i. mapadbilities of the Wviw to the Managins Director 

Aesiete Managing Director with all banking activities. 

Pdviees on potential new areas that the Bank might ~~CUUO involved in. 

heists in project structuring an8 loan evaluaf ion. 

~ttenda the Board of Direqtors meeting as a non-voting mmbr. 

j Ekperience Lave1 and Capabilitiee Sought for the Advisor toe 
ing Di rector 

M i n i m  ten years busineee experience of successful developwnt 
bank- 

Prwen ability to evaluate the merits of projects. 

k. Respcnsibilities of the Lpan and Investment Screening Ckmdttee 

Reviews loan application after being screened by the Loan and 
Investment Office . 
Source of new project ideas. 

Assists Board with project review. 

In addition* the Baard of Directors will establish three 
axunittees to assist in mamging FIDESA. 'Iheee are the# 

i . Loan and Investmnt Cbdttee. 

This Cbmdtte wuld review and approve or suhnit for approval of 
the full Board, all loam* equity investments and placement of the surpl~ 
 fur&^ of the institution in excescl of the limit established for the Managing 
Director. It would decide or suhnit for the approml of the full Board on 
mtters regardirrg interest rates, amdtment charges, service charges to the 
clients and mobilizatiar of funds. It would be also responsible for the 
review and aeroval or submission for appmal by the full Board of the 
internal as well as the operaticma; budget of FID- 
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PoJ.icy and l?l.i~nning Co1mnitkoe - - 
Thiu Commit tee wu1.d ostahlish the overall. annual. and tong-torm 

objectives of the institution. It would deal, with priority aroas af 
Ehncing, andl tho expnsion or contraction of tho operation of tho 
institution in the light of econanic conditions. It would review tho annual. 
report, the balance abet a d  the profit and loss statement &r submieelon to 
the Board and shareholders. 

iii. Canpnsation Committee 

This Committee will deal with wage policies awl the staffing 
requirements of FIDESA. 

3. Business Plan 

a. Investment and Revenue - Four Years 
The USAID loan will be disbursed wer a four-year period. 

FIDESA's principal source of income will be t?,~ interest that it charges on 
its loans. 

Financial projections presented in Annex VII-C show an 
increasing level of operation over tirng. It assumes conservatively that 
FIDESA will increase its loan portfolio from $4.7 million in year 1 to $23. 
million in year 5. The return on equity will increase frcm -1% to 13%. 

b. Achieving t.he Wlsiness Plan 

FIDESA must start out in a highly focussed and disciplined 
manner if it is to be successful in building a profitable l.oan portfolio. 

Given FIDESA's relatively small initial capitalization and 
strong indications that immediate demands from prospective clients will be 
large, it must stress the development of constructive, coaperative 
relationships with the local and international financial and business 
community. 

FIDESA must provide clear guidelines on its services, financing 
capabilities and financing standards to the local business community. It will 
need to meet with key business and financial people throughout Panma to 
discuss and review FIDESA services and methods of collaboration. 

FIDESA must be careful to inform potent',.::'.. clients that it will 
be receptive only to well-defined project proposals. It must nuke clear to 
all potential clients that mnagement will not review ~rojects, nor consider 
them for financing , unless these proposals satisfy minimum precentation 
standards. ' :e information and standards to be m t  should be published in a 
brochure and circulated to the general busincso cwnmunity, potential 
co-financing affiliates ard individual businesses, on request. 
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E'actote that muet be preeentled in order to evaluate a projoct 
are! 

i. Brief Doscription of Project 

ii. Sponsorship, Management and 'Ilechnical Meietance 

a. History and bueiness of spomre, including financiai 
information. 

b. Proposed management arrangemente ard liet of executive 
management , with czlrricula. 

c. Description of technical arrangemente for knaw-how and other 
external areeistance (manageman t , product ian marketing , finance , 
etc. ) 

iii . Market and Sales 
a. Basic market orientatimr export, local m t i o ~ l ,  local regional. 
b. Projected production volume, sales objectivee, and market share 

of proposed venture. 
c. Ebtential users of products and distribution channele to be used. 
d. Present sources of supply fm producte. Ebture cunpetitim and 

possibility that: market may be satisfied by substitute products. 
e. Tariff protection or import restrictions relating to products. 
f . mitical factors that determine market potential. 
g. Review aspects and ccmequences of any proposed or existing 

regional economic integration agreements. 

iv. Technical Feasibility, Manpower ard Raw Msterial Resources 

a. Brief descriptim of manufacturing process. 
b. Qmments on special technical cunplexities, needs for P :- -%ow 

and special skills. 
c. Possible eources of equipment supply. 
d. Availability of manpower and of infrastructure facilities 

(transport arrd amnmiaations, power, water, etc. ) 
e. Sources, costs, and quality of raw material sumly and relations 

with supgort industries. 
f. Are required raw materials subject to import restrictions? 
g. Proprsed plant location in reiation to suppliers, markets, 

infrastructure and manpower. 
h. Propeed plant size in canparison with other known plants. 

v. Investment Requirerrents, Project Financing and Return 

a. Estinrate of total project axt, broken down into land, 
construction, installed equipnent and working capita!,. 

b. Proposed financial structure of venture, indicat j ng expected 
sources and terms of equity and debt financing. 

c. Type of financing: l w ,  equity or both and amxmt. 
d. Informtian on prof itability and return on investmnt . 
e. Criticdl factors affecting profitability. 

VII-B - 7 



vie Qvormnt Support and Ibgulationa 

a. Project in context of govemnt acomic development and 
investment program. 

b. Speci f ic government incentives and support available to project . 
c. Expected contribution of project to economic developnent. 
d.  Outline government regulations regarding exchange controle and 

conditione on capital entry and repatriation. 

vii . Time Scale E51visagedl for Project Preparation and Completion. 
Only af ter a project is ahawn to be viable will the collateral 

issue be addressed. It is anticipated that, on the average, collateral 
requirements will be less than those required by commercial banks. Qllateral 
requirements will bo determined on an individual basis based on the type of 
project , the length of the loan, anticipated risk and other: factors that 
FIDESA will develop in its lending criteria. 

Note; It is intended that FIDESA deal only with well-conceived and presented 
commercial proposals. The information shown in this dxirt is typical 
of that required for any commercial project (although it may be altered 
slightly for FIDESA) . It is drawn from the IFC Preliminary Project 
Information Required brochure. 
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Project Arlalyeis 

C. F'inancial Analysis 

1. Introduction 

In order to measure the financial viability of FIDESA, a 
computer model was designed which allows changes in certain key variables and 
develapnent of a projected set of balance ahsete, income statements and 
cumulative munts of loans And investnients. The f inancia1 analysis covers a 
twentyyear period and was designed to simulate the projected operations of 
F I D ~  wer that time-frame. However, in this analysis, reference is made 
only to the first ten years since projections beyond that time-frame are 
highly conjectural. 

2. ?he Base Case 

?he base case projections are shown in Table A1,2 & 3. ?he 
key variables and assumptions which are analyzed in part 3 of this section 
include: 

Market demand; 
Wserve for losses; 
A.I.D. loan and other long-term debt; 
Paid-in capital, retained earning6 and dividends; 
Interest rate applicable to the earning portfolio; 
Interest rate on A.I.D. loan and other long-ten debt; 
Administrative expnses 
Risk-shar ing ; and 
mxes 

?he result of the base case financial projections demonstrate 
that FIDESA is a viable and financially attractive institution in the long-run 
for the investors while as the same time providing the type of services which 
should lead to achieving the developmtal objectives which USAID is seeking. 
Ihe projections shcw that in the first year of its operation, FIDESA will 
suffer a loss of ~~$30,000. tk=wever, FIDESA becanes prof itable in the second 
year and remains that way so that by year 5, ROE is almost 13 percent. In the 
10th year of its operation, FIDEA will have a net loan rtfolio of ~ ~ $ 2 4 . 9  
million. FIDESA's net worth will have increased £ram U & -5 millian to ~~$7.0 
millian. The debt to equity' ratio is 1:l in 
year 5 and decreases to 2.6r:l by year 10. 

3. Base Case Assumptions 

In this section, the key Jar 
section are discussed. A sensitivity walys 

year 1, increases to 3.1:l in 

mles identified in the previous 
s is performed on the relevant 

variables in order to measure i.ts i.npact on the p&jected financial returns of 
FIDISA, as is discussed ~ ( 1  part 4 of this section. 



Table I provides a hroakclawn of tho annual disbursements 
for each of the tan yeare of the analysis. t'lor the purposes of the base case 
analysis it has boen assurnd thitt I . w e  are placed for an average term of five 
years including a grace period of two years and the ~ m u n t  of ~~$400,000. 

Annua 1 llisbursement-Base G3se 

Amount 
Million of US$ - 

b. &serve for Possible Lnsses 

Two reserve accounts for bad debts are maintained. 

1. Reserve for Mrmal Bad Debt is equal to 1 percent of 
the new loans made every year. 

2. Reserve for Extraordirary Bad Debt is maintained at 2 
percent of the net loan portfolio during any year. It will be capitalized 
from a "Special Account" earmarked for extraordinay bad debt. FIDESA will 
allocate to this Special Account funds equal to the interest paid to AID every 
year. 

At year-end, any residual renlaining in the "Special 
Account" earmarked for extraordinary bad debt after building up the "Reserve 
for Extraordinary Bad Debt" shall be shared equally between A.I.D. and FIDGSIA.. 

At the end of the 20th year, A.I.D. and FIDESA will equally 
share any credits that micht remain in the "Reserve for Extraordinary Bad 
Debt I' . 

c. USAID Lroan and Other Lmns 

A loan from A. I. D. for a total of ~ ~ $ 1 8  million has been 
assumed i n  the base case analysis and other cases. This loan will be repaid 
in 20 years including a grace period of 10 years. ?he interest rate on this 
loan is 5 percent. In this base case, the effective cost of the A.I.D. loan 
to the borrowers is slightly more than 7 percent. Depending on bad debts the 
effective cost could be as l w  as 5 percent and as high as 7.5 percent. 



'Ihe full diebursement of the A.I.D. Loan is expected to be 
trchiovai over a fouryear period. '.the haw case projections do not assume 
additional. funds before tho co~mwncement: of tho repayment of the A.I. D. loan. 
Mditioml funds as of year 11 are (a) an m m t  equal to the repayment of the 
A.I.D. loanr and (b) US$4.5 million spread over years 11, 12 and 13. lhese 
additional funds are assumed to carry an interest rate of 8 percent. 

. Pald-inCa~ita1 andNet Worth 

It is assumed that the Capital of FIDESA will be paid in 
the first four years of operation; cumulative ~~$2.5 milliar, ~~$3.5 million, 
1~sM.0 million, and ~~$4.5 million respectively. 

Net Worth will grow frm US$2.5 million in year 1 to ~~$7.0 
million in year 10 given that all profits are retained during the first three 
years and dividend pyments after this do not exceed 60 percent of "Net Prof it 
After Taxes" for any particular year. 

e. Interest btes 

Interest charged on the outstanding loan portfolio is 
assumed to be an average of 13 percent. m e  interest rate charged by FIDESA 
will vary depending on the length of the loan, the grace period, and the risks 
involved. Addj.tiomlly, FIDESA will have earnings f m ccxnmitment fees, 
issuance of guarantees and a fee charged to cover the cost of studies and 
analysis made in connection with project appraisal. Ebr purposes of these 
projections, income from fees has been calculated to be 2 percent of half of 
the new loan portfolio every year. All interest income is expected to be paid 
to FIDESA in the year it is earned (not capitaiized). 

f. Pdministration m e s  

Wble I1 shows the detailed projected staff and administrative 
expenses. These expenses are assumed to increase by 10 percent during the 
first four years of operation and 5 percent per year thereafter. It is 
assumed that FIDESA will invest ~~$100,000 in fixed assets (office 
equipment). This is depreciated over 10 years. Also it is assumed that 
US$~O,OOO will have been spent on initial organizational expenses. lhis is 
amortized over 5 years. 



Cfineral Managor 
L m r ~  Officers (2) 
Operational fiwager 
Bookcupr 
Secretaries (2) 
Masengel: 

Travel & Communica t ions 
mt 
Mi scellarmus 

T O T A L  

tax rates are applied to net income. As of the 
fourth year, the rate is slightly over 40 percent. In addition to regular 
tax, there is a tax on corporate and paid-in capital. ?he tax on corporate 
capital is 1 percent with a maximum of ~~$20,000 and 2.5 percent on 
paid-capital with a maximum of $12,500. 

4. Sensitivity Analysis 

a. Demand 

W o  separate sensitivity analysis were performed on demand. In 
one case the capital and A.I.D. loan are utilized in five years. In the 
other, the capital and A. I. D. loan are utilized in seven years (Tables B and 
C). In both sensitivity runs, the model showed that the effects strongly 
impact on the financial statements. !tb be more precise, the ratios of profit 
to capital which in the base case in years 5 and 10 are about 15.6 and 17.1 
percent respectively decline to 12.2 and 16.3 percent when funds are utilized 
over a five year period and 10.9 and 15.7 percent when utilized over a seven 
year per id. 

b. Provision for Lnan Lmses 

Ihe model is somewhat sensitive to increases or decreases in 
normal bad debt expense. When bad debt expense is increased or decreased by 
half a percentaGe pint, retun on capital (U) changes by approximately this 
same amount. (Tables D and E) . 
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1311~1 dotk chnrgod to tha "Mieerve tor Extmordintrry ktl Debt1' h e  
t w o  of im impact crl ROC, Ebr every increase or decronse of half  a porcontags 
pint, ROC increases or clocreileo by tipproximte 1 y two tontho of a parcentage 
pint (Tnhleu I;' ernd (3). 'Ibis can be attributcld to the risk-ehring mechnililm 
that A. I .TI. hdcr with FIDElSA. 

A econnrio was crellted in which the interest on tho A.I.D. lonn 
was 6 percent and the m u n t  that wae used to capitalize the "Special Wcowrt 
Parmnrked for h d  Debt" was eqml to 4 percent of the A.I.D. 
loan every to tho Base Olst., ROC dropped by 1 percentage 

points in year 10 (Table i f) .  

 rang& in the interest rate charqed to the Borrower 

Ihe model was very sensitive to the interest rate that FIDESA 
would charge its clients. When this rate was varied by one point, ROC varied 
by 2.8 and 3.3 percentage points in years 5 and LO respectively. (Tables I 
and J). 

e. Pdministrative ESrpe - Me8 

When administrative expenses were maintained at 10 percent 
througllout the projections and then canpared to the Base Case, the difference 
in ROC was negligible in Year 5 but dropped by one percentage point in year 10 
(Table K). This can be attributed to the assumptions used in the Base Case; 
an irlcrease of 10 percent in operating expenses for the first four years and 
then 5 percent thereafter. 

(bmparison of the base case and the sensitivity analysis shows 
that FIDESA cannot easily sustain dawnsi.de risks without seriously 
jeopardizing the overall financial projections. tbwever, the variables that 
have the greatest impact on the financial performance are; lower incane frum 
the loan portfolio, a law level of demand for furLa, the cost of funds ,md a 
higher level of normal bad debt expense. A higher level of extraordinary bad 
debt expense has a relatively minor impact on the financial projections. 



Rage Case 

lkmand : 
Capital E; A.I.D. l m  utilized in 5 yearo 
=pita1 & A.I.D. loan utilized in 7 years 

.&bt t 
Wrmal: 0.5% of new 1ocul:q nwle 
Norml: 1.5% of new loant1 ~r:ade 
Extraordinaryt 0.5% of new I.ains mde 
Extraordinar).; 1.58 of new loans wide 

Cbst of Funds 
Interest paid directly to A.I.D. at 6% 

Interest rate Incame 
12% 
148 

~';T?cllrat ing Expenses 
Increase at 10% annually 

5. Model Description 

The computer model was designed to allw the user to change 
certain key variables and to develop a projected set of balance sheets, income 
statements, and cumulative number of loanli made and amount of loans 
disbursed. The model also provides the user with a set of ratios Nhich makes 
the analysis of the financial statements easier. mese ratios are; net prof it 
after taxes to capital, net profit after taxes to equity and the interest and 
windfall expressed as a perce~t of the A.I.D. loan, that A.I.D. will obtain 
when it makes the laan. The model covers a twenty-year time-frame. 

A detailed description of the computer model assumptions is 
provided belaw. 

Balance Sheet 

Cash: Cash shown on the balance sheet is a function of administrative 
expenses. It is maintained as the level of ~~$100,000. 

Outstanding Loan POL. 'olio: A residual figure; the difference between all 
resources and all expenses is divided between this item and the Risk 
Minimization Fund. 



Raeervo for Norm1 13tad Bcrbtr Made up of thu proviaion for normal lsasea 
taken in overy year. Eor the purposes of thia wlysie it io 1 prcont of the 
dollar amount of new loane mude overy year. 

r(oeerva, for Extraordinary lhd Debt: EQual to 2 percent of net loan 
portfolio. In the first year, it i8 5 percent of the A.I.D. loan minuee the 
extraordinrsry bad debt expenee which ie lees thm the above-mentioned 2 
percent. In year 20, this reeerve is "zerd out" end the funds divided 
equally between A.I.D. an8 FIDEISk. 

Net Lronn Portfolio; lhio is the outstanding loan portfolio minus the 
reeerve for normal btld debt and the reesrve for extraordinary bad debt. 

Fixed Aesets; Depreciated in a straight line over a 10 year perid. 

Organizational Expenset Amortized in a straight line over a 5 year perid. 

A.I. D. Lain; Wpaid in 20 years with a grace period on prir~cipal of LO 
years. Thie loan's rate of intercat is 5 percent, Rspayment of the principal 
of this loan and payment of interest are made in equal inrrtallmentrs. 

Other long-term loansz Ekpl to the amount of principal repaid to A.I.D. 

Others Lams: ~unulative  US$^ million ,  US$^ million and ~w.5 million 
respectively in years 11, 12 and 13 and maintained at the latter level. 

Retained Ehrnings: Made up of the previous year's retained earnings plus 
the current years income after taxes minus dividends paid during the current 
year. 

mtal Net Worth: Gipital plus retained earnings. 

Total Liabilities and Net Worth: The amwrnt of the outstanding loam plus 
the Net Worth. 

Incane Statement 

Interest from ban Portfolio. In the first year of operation, interest is 
computed by dividing the end of year one net loan portfolio by two  and 
applying the rate of interest. In subsequent years it is ccmpted by applying 
the rate of interest to the total net loan portfolio of the previous year plus 
one half of the increase in the net portfolio in the current year. The rate 
of interest applied is 13 percent. 

Closing Fees: Ihe rate is 2 percent of half of the dollar amwnt of new 
loans made every year. 

Interest Expense for A.I.D. The rate is 5 percent and calculated as 
in the above explanatin?. 

Interest Expense for Other Irrans: 'Ihe rate is 8 percent and calculated as 
in the above explanation. 



Norn~Z Urrd Ibht Expeneer I11i B is equal 1:o 1 p r c o n t  of tho do1 lnr mount: 
of now L ~ L I I E I  nlilde ovary yam. 

Extraorcliniiry Dad Dobt Explrur:: 'Illis is all. lwd debt i n  exc~~ss  of norm1 
h ~ d  debt. In tho m p u t a t i o n s  i t  ia  nesumad to tm 1 percont of tho dollar 
amount: of now I.mns nlclo evary year. 

Special Account Expnser Iity.~a 1 t o  the in te res t  expense for tho A.1 .D. 
l am.  

t&prt-,cj.atiorlt Straight Linc? over a 10 year period 

Amort:lzationr Straight Line over a 5 year period. 

Surplus Funds Retained by b'IIlFSAt FUnds retained by FIDESA a f t e r  
risk-sharing with A. I.D. 

Income before taxes: Net inmne before taxes 

Tax: Based cn R.nam3nian tax code. 

Tax o n  Corporate Capital: I percent of C t - t i~ ra t e  capital .  Ihe minirm is 
$10 and the m~ximum is $20,000 per year. 

Tax on ?aid-in Capital: 2 percent of paid-in cap i ta l  up to $12,500 per 
year. 

Dividends: None i n  the i n i t i a l  three yearn; then 60 percent of "Net 
Income Af ter Taxes". 

Retained earnings: Different? between "Net Income After Taxes" and 
"Dividends1'. 

Uses of Funds set Adde for  Extraordinaxy Bad Debt - 
Special A c m t :  Elqua1 to 5 percent of the  A.I.D. loan plus l a s t  year's 

"Reserve for Extraordinary Bad Debt". 

Btraordinary Bad Debt Expense: Qua1 to 1 percent of the dol lar  amount 
of new P m  made each year. 

Reserve for Extraordinary Elad D:lbt: Qua1 to 2 percent rA the net  loan 
portfolio. In the f i r s t  year, it is thc "Special kXcount" d n u e  the 
Extraordinary Bad Debt expense which is less than the abovwnentioned 2 
percent. In the 20th year, it is "zeroed out" and the funds divided equally 
between A.I.D. and FIDESA. 



rnT1OS -- 
?he~@ ore calculated a t  the enc! of tho yuar. 
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TPSLE A BASE CASE 

VIT) Bad Debt Reserves: 

0) Normal: 1 % 
(2 of  new lcans made each year) 
Extraordinary: -. LA (5% of the A. I.D. loan p f u s  last year's Eotraordinary Bad Debt Reserve 
(% of yearly loan portfalio) is used to capitalize the account), 

VIII) Pad De3t Espense: 

A )  Nol-aal: 1% 
(Z o f  new loans made each yr 

B) Extraordinary: 1 % Xuie: If bad dsbt5 exceed what has been set aside in the 
(% of  new loans made each yr) Reserve for Extraordinary Bad Debt, the remaining bad 

debt is charged to Normal Fad Debt Expense. 

IX) Closing fees: UpCront charge of 2% of the vdlue of half of the new loans ~ a d e  every year. 

X )  Operating Expenses: Fr;c first 4 yrs3 incr. at 10%/yr.; thereafter, incr. at 5%/yr-. 

X I )  Dividends: None in the initial 3 years: then 6O% of "Net Income After Taxes" 
if this line item is positive 

X I I i  Share of EDFC & aSD: Bad debt is initially charged to the Reserve Far Normal Bad Debt- 
Bad Debt in excess of funds available in the Reserve For Normal Bad Debt 
shall be charged to the "Special Account Earmarked For Extraordinary Bad 
Debt" which consists of last year's Reserve for Extraordi~ary Bad Debt and 
5% of the current years's A.I.D. Loan. After this w- it.^-oif, the resiriual 
frmds in ths Special Accol-lnt will be credited to the "Reserve For Ext~acwdinavy 
Bad Debt" which will be maint-2ined at 2% of the net loan porbfolio far that yr. 
finy residual remaining in the Special RciEou; i t  after all expenses, shall be 
be shared equal ly between A. 1. D. and the EDFC. 

. . 
XITI) Tax: According to the  Panamanian tax code: 

Amount (S000) Tax Rate 
0 to 30 20% 
30 to 100 30X 
100 to 500 45% 
500 and up 50% 

Note: Tax is computed as follows; 20X on the first $30,009 of profits; 
30% on the next $70,060 of profits; 45% of the next $400,000 of profits; 
5U% on any profits in excess of $500,000 

XIV) Tax on corp. capital: Per Panamanian law, there is a 1% tax on corp~rate capital. 
The minimum is $10 and the maximum 620,000. 

XV) Tax an Paid-in capital: Per Panamanian law, there is a 2.5% tax on paid-in capital. 
The maximum is $12,S00/yr. 

X V I )  Windfall: emount of money that A.I.D. receives in excess of the 52 interest rate .  
It is calculated as a percent of the outstanding A . I . D .  loan. 



FIXED ASSETS 180 100 100 100 100 100 100 100 100 1 3  100 iOC !OO lN! 100 100 100 100 100 la0 
8EPRECII)TlGH 10 20 30 40 50 60 70 M 90 11)o 100 100 100 100 100 LOO 1N 100 100 1W 
M16RlllhllllY9L EIPEWSES 50 50 50 5C 50 ' 9  58 50 50 Ed 50 50 50 Sl 50 50 50 50 50 50 
PWRTIZA~ION 10 20 30 40 50 50 50 50 50 S 50 EO 50 50 50 50 50 50 50 5i) 

------------------- ------------ --- - 
LIABILITIES b nRT WlH 
LIABIL111ES 

A.I.O. LOW 2,500 7,000 11,Sc)O 18,000 10,090 18.OW 13,600 !8,300 18,000 l6 ,60 16,569 !5,466 13,467 1!,E32 19,092 3,266 6,348 4 , m  2.226 0 
OTHER LMI6-TERII L O N  G 0 0 0 0 0 0 Ir G 0 1.431 2,354 4,511 6,163 i ,W6 9.734 !1,652 13,666 15,736 18,000 
O T H ~  LOANS 0 0 0 0 0 0 0 0 0 0 2,000 4,000 4,590 4,540 4,500 4,500 4,500 4,5M 4 , M  4 , W  

TDTllL LIISILITIES 2,500 7,000 11,500 10,000 18,000 18,000 lB,OdJ 18,001) L 8 , M  10,009 20,000 22,000 22,590 22,540 2295% 22,509 22,500 22,500 Zu,W &!SO 

NET WORTH 
CVIW 2,500 3,500 4,009 4,500 4,500 4,500 41500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,WG 4 4,500 4 5  4,HH) 4,501) 

I I;ETRI#D ERWIISS (30) 120 490 706 987 1,275 1 , W  1,865 2,169 2,4n 2,701 3,lW 3,469 3,840 4 2 1  4,597 4,981 5,370 5,7P 6 , B  
T J W  RT WUIH 2,470 3,628 4,490 5,'& 5,487 5,715 blObJ 6,3b5 b,bb9 b,9n -7,281 J,bW ?,9h9 8,340 0,Itt 9,091 9,401 9,378 lo,= 10,m 



TABLE k E X E  CASE 

INTEREST EliENSE 
PPI5 DIRECTLY 10 A.1.D. 
OTHER LW-TERH LDrWS 
OTrn LW 

6ROSf lYUM AFTER IYTEREST ElP. 

o o 273 4~ ESS 013 912 ' ~ 0 8  016 807 749 UB 4 4 n  3 1  2w 200 w bn 
Q o 136 243 417 407 406 404 roa 494 nr 3m 319 rn ZSE 1% 149 IW 49 ~b 
0 0 136 243 417 407 406 404 408 404 374 339 319 282 2M I95 149 100 49 R 6  

~ - -  

YT M~TSICAPIT~~ RMIO IRE) -~.a 4.n 9.02 12.02 15.6~ i s . ~ ~  1s.n 16.51 16.91 17.11 i s . ~  1e.n 20.01 20.62 20.91 21.11 21.41 21.61 2 1 . ~ 1  25.n 
Y T P R f f I T S I W E T ~ T H R A l I O I R O F )  -1 .n 4.41 8.11 10.42 12.81 12.41 12.11 11.71 11.41 11.11 10.42 10.01 11.32 11.12 10.81 10.52 1.12 9.81 9.62 16.02 
1WrEKS~~YlHbFAlLWIII.I.D.LOWl 5.02 5.01 6.52 6.62 7.3% 7.32 7.31 7.22 7.32 7.22 7.12 7.01 7.12 7.12 7.OZ 6.91 6.82 6.62 6.17 19.72 - -- 



TABLE A e a s ~  cna 

BREMWYN JF NEW AH0 NU LOnNS - 
YEPR I 2 3 4 5 6 7 8 9 10 il 12 13 14 15 16 17 18 19 20 - 

EX1;TiNELEaN~GkT;QLiO: 4.740 10,418 15,1200 23.036 23,337 23,635 23,937 24,245 24,559 24,877 27,161 29,509 Z0.369 33,340 21.110 ;1,?07 31.38i 32,270 32,662 33,125 -- 

FEFLOW Rot! YO: 
1 1,500 1,580 1,580 
2 1,893 1,893 1,893 
3 2,320 2,320 2,323 
4 3,570 3.S70 3,Slr) 
5 2,G? 2,632 2,632 
b 2,693 2,693 2,693 
7 2,741 2,711 2,7dl 
8 2,867 2,817 2,867 
9 2,575 2,593 2,33 

10 2,874 i,874 2,874 
11 3,562 3,502 3,502 
12 3,551 3,554 3,554 
13 3,276 3,276 3,276 
14 3,?3? 3,434 3,434 
15 3,569 3,569 3,5&9 
I6  3,548 3,548 3,548 

5 17 3,SS 3 , s  
H i 8  3,647 
I 

CJ 19 
I 20 - - - . -. - .- - ----- * - - ' - - - " ~ = - ~ " = = = . z . z - ~ = = I ~  -- ------------- ---- ------- 

FUWS AVriiiiRE FUR W S  4,740 S,b78 6,961 10,709 6,09S 8,MO 8,224 8,602 7,780 8,621 10,506 10,162 9,829 10,301 10,708 10,644 10,664 10,940 11,013 11,212 

w. M LOllllS ASWIG 
LOW SIZE OF S(00,000: 11.8 14.2 17.4 26.8 15.2 20.2 20.6 21.5 5 21.6 26.3 26.7 24.6 25.8 26.8 6 26.7 27.3 27.7 28.0 



'GPi-E 6 SENSITIVITY T 

F I W N C I O L  STATEMENTS FOR THE FINnNCIERA DE EXPORTACIONES, S.A. 
---.----------------------------------------------------.------- 

6tSSUMFT I ONS 

Resoctr ces 

A )  Total Capital: 44.5 million 
To be paid in Cumulativs 
as follows: (9000) 
Year 1 1, 000 
Year 2 2,000 
Year 3 3,000 
Year 4 4 . cS 00 
Year 5 4,500 

B) A. I.D. loan: S18 million 
To be disbursed Cumulative 
as follawer (S000) 
Year 1 2, 000 
Year 2 5,000 
Year 3 9,000 
Year 4 13,000 
Year 5 18.000 

K )  Replacement of the A. I.D. loan starts in year 10 a 
to the amount of principal repaid to A. I.D. eac 

D) Other loans: 64.5 millimn 
To be disbursed Cumulative 
as Follows: (b000) 
Year 1 1  2,000 
Year 12 4,000 
Year 13 4, 500 

II! Terms of the Loans 

A )  A. I.D. loan: 20 years, 10 years grace on principal 
Other long-term loans: 20 years, 10 years grace on principal 
Other loans: Short-term revolving 

E) Interest Rates: 

A.I.D. Loan: 
Other long-term loans: 
Other loans: 
To Borrowers: 
Risk Minimization Fund: 

5% Paid out 
8% Paid out 
8% Paid out 
13% Received 
6% Received 

111) Capitalization of Special Ckct. : SZ (Equivalent to 5% of the A. I. D. loan per year) 

I V )  Cash On Handr 

c V )  Depreciation of Fixed Assets: 

VI) fimortization of Initial 
Organizational Expenses: 



SENSITTVITY 1 

.. . -. - 
VI I) Rab-1 Eebt Reserves: 

A )  Normal: 
(% o f  new loans made each year) 

B) Extraordinary: 
(% o f  year ly  loan p o r t f o l i o )  

3% !5:< ~f +-he A . 1 . E .  loan p lus  last year 's  E::traardinary Fad Debt Reser 
. i s  used t o  cap i ta l i ze  the account). 

V I I I )  Bad Debt Expense: 

A i  Normal: 1% 
(% of new loans made each y r )  

E) Extraordinary: 1% Note: I f  bad debts exceed what has been set aside i n  the 
(% of  new loans made each y r )  Reserve for Ex+-raord inary Bad Debt-, the remaining bad 

debt i s  charg-d t o  Norm;: Sad Debt Expense. 

- T X )  Closing fees: Upfront charge of 2% of the value of ha l f  of the new laans mzde every year. 

X )  Operating Expenses: For f i r s t  4 yrs, incr .  a t  10%/yr.; thereafter,  i n r r .  a t  5%/yr.. 

X I )  Dividends: None i n  the i n i t i a l  3 years; then 60% of "Net Income After Taxes" 
i f  t h i s  l i n e  item i s  pos i t i ve  

H 

r 
Q\ 

X T I I )  Tax: 

X I I )  Share o f  EDFC & AID: Bad debt i s  i n i t i a l l y  charged t o  t k e  Reserve For Normal Pad Debt. 
Bad Debt i n  excess of funds ava i lab le  i n  the Reserve For Normal Bad Debt 
s h a l l  be charged t o  the "Special Account Earmarked For Extraordinary Bad 
Debt" which consists of l a s t  year 's  Reserve for  Extraordinary Bad Debt and 
5% of the current  year 's  A.I.D. loan. a f t e r  t h i s  wri te-off ,  the residual 
Funds i n  the Special Account w i l l  be credi ted t o  the "Reserve For Extraordinary 
Bad Debt" which w i l l  be maintained a t  2% of the  net loan p o r t f o l i o  $01- t ha t  yr. 
Any res idual  remaining i n  the  Special Account a f t e r  a l l  expenses, s h a l l  be 
be shared equal ly between G . I . D .  and the  EDFC. 

X V I )  Wind fa1 l r  

According t o  t h e  Panamanian tax code: 

Amount (8000) Tax Rate 
0 t o  30 20% 
30 t o  100 30% 
100 t o  500 45% 
500 and up 5C)% 

Note: Tax i s  computed as follows; .?OX OF the  f i r s t  $30,000 of  p r o f i t s :  
30% an the next 870,000 o f  p r o f i t s ;  45% of the next S400,000 of p r o f i t s ;  
r .  J O L  on any p r o f i t s  i n  excess of 6500,000 

X I V )  Tax on corp. capi ta l :  Per Panamanian law, there is a 1% tax on carpol-ate capi ta l .  
The minimum i s  $10 and the maximum 820,000. 

XV) Tax on Paid-in capi ta l ;  Per Panamanian law, there is a 2.5% tax on paid- in capi ta l .  
The maximum i s  $12,50O/yr. 

Amount o f  money t h a t  A.I.D. receives i n  excess o f  the SL i n te res t  rate. 
I t  i s  calculated as a percent of the  outstanding A.I.D. loan. 



TABLE 8 SENSITiViT! I 

ASSETS 
CASH 100 100 100 100 100 100 100 I W  100 100 100 I00 100 100 100 100 100 100 1OG 180 
OUTSTWIN6 LOAN PORTFOLIO 2,609 6,654 12,197 17,W 23,365 23,618 25,932 24,231 24,558 24,042 27,203 29,'6? 30,414 30,710 31,150 3:,510 31,893 R,ZR 3 2 , m  R94S9 
LESS RESERVE F I  HOWL BAD DEBT 26 40 61 74 100 61 81 81 84 78 105 1C 97 W I06 104 104 107 108 109 
LESSEfERVEFIXTRMRDYDDaT 24 134 238 341 456 462 448 474 479 4& S3l 578 594 b02 M)(1 hlb 623 631 6m 0 
MET lW PO(lrfOLI0 2,UP 6,600 11,898 17,069 22,809 23,OPJ 23,383 23,176 23,975 24,279 26,567 28,079 29,722 50,077 30,436 30,799 31,165 31,535 d , W e  9,m 
FIXU) ASSETS 100 LOO 100 100 100 100 100 100 100 100 100 100 100 I00 104 100 100 100 109 1W 
MPRECIAlIW 10 20 36 40 SO 60 70 80 90 100 100 100 100 100 100 100 100 100 100 100 
OR6MIZATIOW EXW1(5ES 5 0 J O S O 5 0 W 5 r ; 5 ? 5 0 9 5 0 5 0 5 0 5 0 J O 5 0 5 0 S O 9 5 0 W  
AHORTIZATIOY 1 0 2 0 3 0 W J O 5 6 5 0 5 0 5 6 5 0 9 5 1 ) 5 0 5 1 ) 5 6 5 0 5 O S r ) f O 5 6  

LIIUILITIES & MET WRTH 
LIbEiLlTlES 

h.1.D. LOPW 2,000 5,000 9,000 13,000 lB,OOO 18,000 10,000 18,000 18,600 18,000 16,569 i5,Mb 13,489 11,032 10,092 8.266 6,348 4,351 2,220 0 
OTHER 10%-TERB LOAS 0 0 0 0 0 0 0 0 0 0 1,431 2,951 4,511 b , lM  7,908 9,734 11,652 13,666 15,780 18,000 
O T H ~  LOAYS 0 0 0 0 0 0 0 0 0 0 2,000 4,009 4,500 4,500 4,500 4 , w  4,500 4,500 4,500 4 , W  

TOTAL L l l E l L l X S  2,000 5,006 9,000 13,000 18,000 18,000 18,000 18,000 10,000 16,000 20,000 22,000 22,500 22,500 22,500 22,500 22,SN 2 i , W  Z,M 22,500 

K T  B T H  
CWITk 1,000 2,000 3,000 4,000 4,500 4,5110 4,5(.0 4,500 4:SO 4,500 4,500 4,500 4,500 4,500 4,500 4.500 4,500 4,500 4,500 4 , W  
RGbIWER EAAllffS (1311 IllN W 239 459 735 1,013 1,2Sb 1,5W 1,879 2,167 2.479 2,022 3,177 5,536 3,899 5 4 5,008 5,450 g 101.1 MET W H  Oh5 1,890 3,088 4,239 4,959 5,235 5,513 5,796 6,085 6,379 6 , W  6,979 7,322 7,677 9,036 a,3W 8,765 9,135 9 , W  9,954 

4 

TOTAL LIMIUTIES h M T  WRlH 2,069 6,890 12 ,W 17,23? 22,lW 23,235 23,513 23,796 24,085 24,3Pi 26,YT 20,979 29,822 30,177 30,536 M,899 31,265 31,633 S,W R , 4 N  



SENSITIVITY I 

lNTEREST EXPENSE 
PAlD DiRECTLY 10 A. I.D. 50 175 350 550 775 900 900 909 900 903 960 828 753 674 592 505 413 317 217 111 
OTHER LOHS-TERS L O W  114 2 3  361 493 339 932 l,W3 1,262 
OlH€R LOAllS 160 320 360 360 360 360 360 360 360 360 

MOSS iXOR AFTER IliTEREST EIP. 140 471 919 1,407 1,917 2,115 2,202 2,240 2,201 2,314 2,350 2,415 2,550 2,591 2,594 2,587 2,500 2 , m  2,562 2,533 

OTHER EXPENSES 
ommL 
YOP. iW @PAD DEBT 
SPECIAL RCCWNI 
B@PfCIATION 
b!QlRTIZATIOY 

TOTAL EIPEHSES 

SURPLUS FUND5 RETAlNED 01 FIDESA 0 12 32 186 280 416 407 406 Hi5 408 375 359 320 281 259 197 151 102 50 3.3 

3 IIC[IS BEFCRE TRIES Il90) 72 306 736 1,079 1,355 1,371 1,396 1,421 1,449 1,420 1,55; !,697 1,754 1,772 1,793 1,8!2 1,829 1,045 2,187 
H 141 0 19 156 325 496 635 643 b55 667 602 667 725 a95 843 053 W 071 879 1,Nl 

T A l  ON CORPORATE CAPITAL 10 20 20 20 20 20 20 20 20 20 20 Zb 20 20 20 M 20 20 20 iO 
I TAX MI PRID-IN CWllAL r 13 13 13 13 . 13 13 13 13 13 13 13 13 13 13 13 13 13 1: 13 i3 
cn NET 1NLOA WTER TAXES (131) 21 198 379 550 688 696 709 721 133 -720 779 859 Re8 636 967 916 925 933 I.IW 

OlVIWlOS 0 0 0 227 330 413 410 425 432 441 432 4b7 5i5 533 Se 544 0 555 560 6W 
PETfilWED EAAWIIIGS (1311 21 190 151 220 275 270 203 208 294 280 312 314 355 359 363 367 370 Si3 442 ----- -------- --i~=~-~=-~--------J-------------i=~==5-~===== ==--- =:=------=------------ --I------------ - - = 1 - - -  ------------ 

USES OF FUNDS SET ASIDE FUR EXTPilDRDiNARY 040 MBT 
----------*--------------------------------------------------------*- ---- ---- - 
SPECIAL ACCT EARIWED FOR 50 199 484 7W 1,116 1,356 1,362 i,368 1,374 1,379 -1,386 1,360 1,331 1,269 1,193 1,113 1,029 941 847 749 

ElTRWRDIMRY BAD DEBT 
EXTRIYHIDIIRY BAD #BT ElWlSE 26 10 61 74 190 61 81 01 04 78 105 104 97 99 106 104 104 137 100 109 
RESERVEF09EITRAORDl~ARYMDDEBT 24 134 230 341 456 462 468 474 479 486 531 570 594 602 609 616 U S  631 638 d 

TOTN PAYI!EHT TO A.I.D. SO 187 442 736 1,055 1.316 1,307 1,306 1,305 1,300 1,275 1.168 1,073 959 631 701 564 419 267 1'1 





T?iBLE C SENSITIVITY 11  

FINRNCTAL STATEMENTS FOR THE FINANCIERA DE EXPOHTACIONES, S.A. ----------------_---------------------------------------------- 

I .' Resources 

A )  Total Capital: $4.5 million 
To be paid in Cumulat i \:P Curnul at V P  

i as follows: (%I~I:BI:, ? !%OIXI) 
Year 1 650 Y e a r  5 - -.. , C . ~ I  ?=- 

I Year 2 1 , 3 3 0  Year b 
- 
-2.: 91:11> 

I Year 3 1 ;950 Y e a r  7 4.500 
Year 4 2 . &:I:-) 

5) A. I.D. loan: 918 million 
To be disbursed Cumulative 7 1  lmv 1st- ive 
as follows: !8000) ( $1:)1:,1:1 j 

Year I 2,500 Year 5 12.500 
Year 2 5,oC)O Year b 15, C100 
Year 3 7,500 Vrar 7 18. (:I:-.$> 

Year 4 10, rJO0 
I 

C )  Replacement of the A. I . D .  loan starts in year 10 and is equal 
to the amount of principal repaid to A.I.D. each year 

D )  Other loans: 94.5 million 
To be disbursed Cumulative # 
as follows: (BfSOc:,) 
Year 11 2, 01j1:) . . 

Year 12 4, 000 
Year 13 4,500 

Terms of the Loans 

A) A . I . D .  loan: 20 years, 10 years grace on principal 
Other long-term loans: 20 years, 10 years grace on principal 
Other loans: Short-term revolving 

B) Interest Rates: 

R . I . D .  Loan: 
Other long-term loans: 
Other loans: 
To Bor rower sr 
Risk Minimization Fund: 

5% Paid out 
8 X  Paid out 
8% Paid out 
13% Received 
6% Received 

Capitalization of Special Acct.: 5% (Equivalent t_o 5% of the a. I . D .  loan per year) 

Cash On Hand: $ 100,000 

8 
Depreciation of Fixed Assets: 10%/yr. 

Rmortization of Initial 
Organizational Expenses: 



TAW-E  5: SENSITIVITY I1 

&d Debt Reserves: 

A) Yormal: 
!% oi  new loans made each year) 

P! E ?traordinary: 
(% of yearly loan portfolio) 

(5% of ?he L . 1 . D .  I n 3 v  p l u s  last year ' 5  Ertraordinary ?ad Debt Rrser 
1s used to capitalize the account). 

Bpd Debt Expense: 

A )  Nnrmai: 17. 
(% of new loans made each yr) 

P )  Extraordrnary: 1 % Note: IF bad debts exzeed what has been set aside in the 
{% of new loans made each yr) Reserve for Ertracrdinary Bad Debt, the remaining bad 

debt is charged tc Normal Bad Debt Expense. 

C l ~ ~ s i n g  fees: Upfront charge of 2% of the value of half of the new loans mzde every year. 

Operating Expensess For first 4 yrs, incr. at 10%/yr. : thereafter, incr. at Sl./yr.. 

Dividends: None in the initial 3 years; then 60% of "Net Income After Taxes" 
if this line item is positive 

Share af EDFC tq &IO: Pad debt is initially charged to the Reserve For Normal Bad Debt. 
Bad Debt in excess of funds available in the Reserve For Normal Bad Debt 
shall be charged to the "Special Account Earmarked For Extraordinary Pad 
Debt" which consists of last year's Reserve for Extraordinary Bad Debt ar.d 
5% of the current year's A.I.D. loan. After this write-off, the residual 
funds in the Special Account will be credited to the "Reserve Fnr E-traordinary 
Bad Debt" which will be aaintained at 2% of the net loan portfolic for that yr. 
Any residual remaining in the Special Ckcuunt after all expenses, shall be 
be shared equally between A.I.D. and the EDFC. 

XIII) Tax: According to the Panamanian t a ~  code: 

Amount <SOUO) Tax Rate 
6 to 30 20% 
30 to 100 30Z 
100 to 500 45% 
500 and up 50% 

Note: Tax is computed as fo?lows: 20% on the first S30,000 of profits: 
30% on the next $70,000 of profits; 45% of the next %400,090 of profits; 
50% on any profits in excess of 5500,600 

Tax on c o  

Tax on Pa 

Windfall.: 

rp. capital: Per Panamanian law, there is a 1% tax on corporate capital. 
The minimum is 510 and the maximum $20,000. 

id-in capital: Per Panamanian law, there is a 2.5% tax on paid-in cacital. 
The maximum is Sl2,500/yr. 

Amount o f  money that f i . 1 . D .  receives in excess of the S Y  interest rate. 
It is calculated as n oercent of the out-tanding A.I.D. loan. 



PRI#MUA BlllllUCE S F E T  FOP THE FIMNCiERA EE EIPGitTAtlJ!ES,S.Pt. :WO'sl 
- - ~ = ~ = - ~ : ~ = = = ~ ~ Z : = ~ = = I > - I ~ = ~ ~ I = = I ~ ~ ~ ~ Z I = = ~ - - - = F - = = = ~ ~ ~ - ~ = ; ~ - S ~ ~ ~ ~ - ~ = = = ~ = = = = I F I = = = ~ ~ ~ ~ = = = I = ~ T = - ~ = ~ ~ = - ~ ~ = = = = = = = - - = = = ~ ~ - ~ - = ~ - - - - - - - - - - -  

E A R  1 2 3 4 5 6 7 0 9 10 I I 12 1: 16 15 16 17 i 8  19 3 
--------.---------------------------------------------------------------------------------------------------------------------- 
ASSEG 

C W  100 100 100 100 100 100 100 1 0  !Glr 100 100 100 100 190 100 1% 100 LOO 109 1W 
OUTSTLNIINS LOAY PIIRTFCLIO 2,831 6,097 9,467 12,809 16,202 19.627 23,567 23,034 24,142 24,4dl 26,705 i%139 29,977 20,321 30,600 31,045 ll,W 31,774 32,144 3!,944 
LESS PESERVE FI NOA'IAL BPI DEBT 28 32 42 52 67 76 92 60 91 52 103 104 '47 98 106 102 103 105 106 108 
L E S  kESEKkE F I  X W W C  RRJ CEPT 35 119 105 250 316 383 460 4& 172 478 523 Sf9 Wf 595 &N 697 614 621 62% 0 
NET IVY F94WlLIO 2,776 5,946 9,24C 12,507 15,010 19,168 23,015 23,;W) 2;,19 2LJ62 2b,lbr) 33.46; 29,294 ;9,650 2 9 . W  31,336 30,691 31,044 31,MP 31,857 

wn m m  
H CMITRL 650 1,308 1,950 2,600 3,250 3 , 9 0  4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,'W 41m 4 1 3 4  4?'& 4.500 4 s W  rlZ5[, 

REiOIm LPRNI#6S 1140 (144) 120) 77 218 402 645 920 1, iW 1,402 1,7M 2,061 2,394 2 , 7 3  3 ,SS  85,436 3,791 4,148 4,509 4,93 

I iOTEL kn WRTH 
h) 

506 1,156 1,930 2 , b n  3,4h8 4,308 5,145 5,420 5,699 5,987 --b.260 6,561 6,094 7,238 7,s: 7,936 3,291 6 , M  9,0W 9,W 
rn 

W l l L  LIABILITIES I MET NORTH 3,066 & , I S  9,430 12,677 15,960 19,300 23,145 23,120 23,695 23,962 3 , 2 6 0  3 . % 1  29,394 29.734 30,OP5 33,436 %791 31,!4@ 31,5a9 3 1 , m  



!ITEREST EIFEWSE 
P4I3 DIRECTLY T9 A. 1.0. 
OTJER LOW~-IW coclm 
OTHER LWNS 

GROSS !ICM W?ER INTEREST EIP. 

3 , 2 B  
i t 3  

WO 

166 
2,296 

300 
103 
900 

0 
0 

1, SOT 

lNCOK BEFORE TlllES ( 1 3 1  32 251 465 687 927 1,163 1,3E 1,372 1,396 1,369 !.484 1,642 1,699 1,715 1.734 1,731 1,767 1,782 2,117 
n 111 0 7 95 191 301 420 539 634 643 6% MI 700 778 006 015 624 an 841 M8 1,016 

ill1 3% ;WPORA~C IXITPC 6.5 13 19.5 20 20 20 20 2G 20 20 2G 26 20 20 20 20 20 20 20 
I TkI Jy P4ID-I# CllPITU 13 13 I 3  13 . 13 13 13 13 13 13 13 13 13 13 13 13 13 13 13 13 
E YLT I ~ C O E  AFTLR TAXES (1441 I 124 241 354 474 592 680 697 799 b9S P5 75:: 860 868 078 EM W- ?91 1,069 

BIVIDEWDS 0 0 0 145 212 204 355 413 4 9  425 417 452 499 516 I 8 7  2 2  !i36 541 642 
FETbINED EAR11165 ( 1 4 4 1 '  (01 124 97 142 190 231 275 279 283 278 9 SJ3 344 3 7  3 1  354 356 561 4ZB 
-1=-y-L1--~=31=0=r--------*------ -------------=------------ --- -----,-,---- --,--a ---,------- ---------------- ~-~-~~__I-__I-__I-__I-__I__I-  

USES OF FUNDS SET l l K  FM EITFJDRO:IFV E53 CEBT 

SPECIAL KC1 EMIIMKLD FOR 63 22.2 431 622 813 1,004 1,208 1,360 1,366 1,372 1,378 1,352 1,323 1,260 1 ,  1,104 1,GB 931 Ws 7 3  
E I T P a O R I I W  MO DE9T 

EIMORDINAAV BAD DEBT EIPEIISE 28 32 42 52 67 7L 92 68 81 82 103 100 97 W I?4 102 lo? 105 106 1DB 
G€SER\IEFiiEEllRWRCII(LRYPAODES~ 35 119 185 254 316 383 460 4U 472 478 523 W 586 593 0 607 61a 621 628 e 

WWWS Fl!N!!', (LVBILPSLE 0 72 204 320 429 545 b % 5 6 8 2 2 b  813 31; A 1  68; 640 569 481 3 6  303 235 10S &E 
-%are in 4.I.G. t 36 102 160 215 272 328 413 4r.i 406 376 3 1  320 2 241 1Sa 152 103 52 316 
-Share tc FIDESE 0 56 102 LMI 215 272 328 413 407 406 n 6  mi a0 ZES 211 1% ln 183 z 3:6 



TABLE C SDSIT!VIV I1 

BREAKWYI( OF EM 4WD OLD L O N  - - - - - - - - - - - _ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ _ _ -  - - - - - - ~ - - - - - - ~ ~ - - - - - - ~ ~ - - - ~ ~ ~ ~ ~ _ ~ ~ ~ ~ ~ ~ ~ _ ~ ~ _ _ ~ ~ ~ _ ~ ~ ~ _ _ _ _ _ _ _ ~ _ ~ ~ ~ ~ _ ~ ~ ~ _ ~ ~ ~ ~ ~ _ _ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ _ ~ ~ ~ ~ ~ ~ _ ~ _ _ ~ _ _ _ _ _ _ _ _ _ ~ _  
YEAR 1 2 3 4 s 6 7 e 9 10 11 1: !3 :4 15 IS 17 re 19 re --------- ---- ----- --------.-__ - - - - - - - _ - -  -- - -  - --------- -------- -- 

EYISTIN6LOANfORTFOLIO: 2,776 5,946 3,240 12,507 15,818 19,168 23,015 23,300 23,589 23.882 26,155 28,rtl 3 ,294 29.638 29,985 30,336 30,691 31,MB 3 1 , W  331,ZX? -------- ---- ---- ----------- - ------------------ - - - - - - - - - - - - -  

6 2,521 ;,551 2,521 
7 3 .63  3,;.79 3,475 
8 2,263 &2b3 2.263 
9 2,707 2.767 2,107 

IF  2.7P 2,719 2 . W  
11 l.u2 3,U2 : , U 2  
12 3.ITn 3,EO 3.530 
13 ? , E l  3 ,  3 3 :  
14 5,278 3,273 3.=X 
1s 3,451 3,91 3,151 
16 

i2 
3,m Ira z,m 

W 
17 3 5 9  3,4S 

I 18 $ a 5  
0 
I 

19 
h) 20 - -- -- 
f- ------,----------I-- - - - - - - - - - - - - - - -  -- ------ -- -- 

FLUUS 4VAILAR.E FUR LOW 2,776 3,170 4,219 5,249 6,700 7,562 9,236 &,789 8,122 9,156 10,327 7 .V0 9,70: 9,335 10,353 10,193 i3,W 10,465 1?,759 

WO. C LOAllS LSSU(IW6 
LG4N SIZE Of 1400,000: 6.7 7.9 10.5 13.1 16.8 18.9 23.1 17.0 20.3 20.4 25.e 25.0 24.3 24.6 25.9 25.5 3 . 8  3 . 2  Z.5 26.9 



O) Total Capital: S4.5 million 
To be paid in Cumulative 
as foliows: ('1000) 
Year 1 2, 51x1 
Year 2 Z ,  500 
Year 3 4, 000 
Year 4 4,500 

B i  A. I . D .  loan: $18 million 
To be disbursed Cwnulative 
as follows: (QCOS 1 
Year 1 2,500 
Year 2 7,000 
Year 3 l l ,500 
Year  4 18, T10r) 

C! Replacement of the A.I.D. loan starts in year 10 and is equal 
to the amount of principal repaid to A.I.D. each year 

D) Other loans: $4.5 million 
To be disbursed Cumulative 
as follow5: ($000) 
Year 11 2, OW> 
Year 12 4, 000 
Year 13 4, 500 

I T  Terms of the Loans 

A) A. I.D. loan: 
Other long-term loans: 
Other loans: 

B) Interest Rates: 

A.I.D. Loan: 
Other long-term loans: 
Other loans: 
To Borrowers: 
Risk Minimization Fund: 

111) Capitalizatim of Spmial Acct.: 

I V )  Cash On Hand: 

V) Depreciation of Fixed assets: 

VI) Omortization of Initial 
Organizational Espenses: 

20 years, 10 years grace on pf- lnc lpal  
20 years, 10 years grace on principal 
Short-term revolving 

5% Paid out 
8iC Paid out 
BX Paid w t  

13X Received 
b'i: Received 

5% (Equivalent to 5% of the A. I.D. loan per year) 



T~IEI-E C. SENSITIVITY 111 

1 (% of o.lew loans made each yr) 1 
€3) E-tr-aordinary: 1 X i\l@te: I f  bad debts  reed w h a t  nas been set aside in the 

(% new loans mad€ each yrj Reser VE. i * ~ l *  E: :+  I -  aard i n+ry Pad Debt. the rraainrng bad 
debt is charged to Norm.31 Fad Tzbt Expense. 

1 Cio-:ioq fees: Upfront charge 3f 2% of the value of half of the new loans made Every yesr- 

X Operating Expenses: For first 4 yrs, incr. at 10%/yr.; thereafter, incr. at 5%/vr.. 

None in the initial 3 years; then 6111% of "Net Income After Ta:xes" 
i f  this line item is positive 

X j I )  Share of EQFC & AID: Bad debt is ir~ltially charged to - the  Reserve For Normal Ead Eebt. 
Fad Debt in excess of funds available in the Reserve For Normal Fad Debt 
shall be charged to the "Special Account Earmarl-.ed Far Extraordinary Bad 
Debt" which consists of last year's Reserve for Estraordinary Fad Debt a ~ d  
5% o f  the current year's 0.T.D. laan. Rfter this wcite-mff. the residual 
funds in the Special Account will be credited t a  the "Reserve For E::traordinary 
Bad Debt" which will be maintained at 2% of the nct loan pcrtfolio for that yr. 
Ray residual remaining in the Special ktourtt after all expenses, shall be 
be shared equally between A. I. D. and the EDFC. 

X T I I )  Tax: Accordiy t-o the Panamah ian La:: cod=: 

Amount (8000) Tax Rate 
O to 30 . 20% 
30 to 100 30% 
100 to 500 45% 
500 and up SWL 

Note: Tax is computed as follows: 20% on the first S30.000 o f  prnfits: 
30% on the next 970,000 of prof i ts ;  45% of the next *4fX~,000 oi profits: 
59% on any prof its in excess of $500,000 

X T V )  Ta:: on corp. capital: Per Panamanian law, there is a 1% ta.:? an corpora+-e c313it31. 
The minimum is $10 and the maximum 420,00i1. 

XU) Tax an Paid-in capital: Per Panamanian law, there is a 2.5% t a ~  on paid-in capital. 
The maximum is %lZ,500/yr. 

XUI) Windfall: #mount of money that A.  J . D .  receives in eucesz of +-he 5:'. interes'. ratc. 
It is calculated as a oercent of the outstanding A.I.D. loan. 







BREAYW~ OF YEV nmu OLD LL)(Y(S -------------- -- = - - - = = = = = = e = = : L I = L - : = - - = ~ - - L  - - - - - - - - - - - - - - - - - -  - -------- -I-i-=--=------- *- 

YEW 1 2 3 4 5 6 7 0 9 10 11 12 13 11 15 16 17 I 0  19 20 ---------------------------------------------------------------------------------------------------- 
EXISTIELWZPJRTFOLIO: 4,760 10,456 15,858 23,106 23,416 21,723 24,036 2 4 , m  24,680 25,010. 27,320 29,671 30,545 30,931 31,323 31,720 32,121 S2,m 32.937 33.419 

-I-------------------------------~----~,__-_____-----I----_----------------------I-----c.__ -- 

amws mca va: 
1 
2 * 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
1s 
16 
17 
18 
19 
20 



TAR)-E E SENSITIVITY IV 

I) Resour c r s  

A) Total Capital: 84.5 million 
To be paid in Cumulative 
as C O ~ ~ O W S :  (900(?) 
Year 1 2, 5Q0 
Year 2 3, 5130 
Year 3 4,000 
Year 4 4,500 

B) A. I.D. loan: $18 million 
To be disbursed Cumulative 
as followsr ( $ 0 0 ~  ; 
Year 1 2, 500 
Year 2 7,000 
Year 3 11,500 
Year 4 18 , I~~JI:) 

C i  Replacement of the Ft .1 .D.  loan starts in year 10 and is eq~~al 
to the amount of principal repaid to R.I.D. each year 

D) Other Ioane: 84.5 million 
To be disbursed Cumi!lat ive 
as follows: (b000)- 
Year 11 2,000 
Year 12 4,000 
Year 13 4,500 

11) Terms o f  the Loans 

6) A. I.D. loan: 
Other long-term loans: 
Other loans: 

8) Interest Rates: 

A. I.D. Loan: 
Other lang-term loans: 
Other loans: 
To Borrowers: 
Risk Minimization Fund: 

111) Capitalization of Special A c c t .  a 

20 years, 10 years grace on principal 
20 years, 10 years grace on principal 
Short-term revolving 

IV) Cash On Hand: 

V )  Depreciat-ion of Fixed Assets: 

V I )  Amortization of Initial 
Organizational Expenses: 

5% Paid out 
8% Paid out 
8% Paid out 
13% Received 
6% Received 

S L  (Equivalent to 5% of the A.I.D. loan per year) 



TABLE E SENSITIVITY I V  

Bad Debt Reserves: 

~o rma l :  1.5% 

I (% ~f new loans made each year) I 
PI Extraordinary: 2% (5% uf the A.I.D. loan plus last- year's Extraordinary Bad Debt Reserv 

(% of yearly. loan p o r t f o l i o )  is used t o  cap i ta l i ze  the account). 

Bad Dcbt Expense: 

A )  Normal: i.5X 
1 (% of new loans made each y r )  
B) Ex+-raordinaryr 1% 

I 
Note: I f  bad debts exceed what has been set aside i n  the 

(% of new loans made each y r )  Reserve for Extraordiriary Bad Debt, the remaining bad 
debt i s  charged t o  Normal Bad Debt Evpense. 

Closing f e e s :  

Gper at ing Expenses: 

Dividends: 

Share o f  EDFC f AID: 

Tax : 

Tax on carp. cap i ta l :  

Upfront charge of 2% of the value of ha l f  of the new loens aaie every year. 

For f i r s t  4 yrs, incr.  a t  lO%/yr.; thereafter.  i ~ c r .  a t  5%/yr-. 

None i n  the i n i t i a l  3 years; then 60% of  "Net Income After Taxes1' 
i r  t h i s  l i n e  item i s  p c s i t i v e  

Bad debt i s  i n i t i a l l y  charged t o  the Reserve For -Normal 83d Wot. 
Bad Debt i n  excess o f  funds avai lable i n  the Reserve For Normal Bad Debt 
s h a l l  be charged t o  the "Sperial~Account Earmarked For Extraordinary Bad 
Debt" which consists of l a s t  year 's Reserve for Extraordinary Bad Debt and 
5% of the  current year '5 A. I.D. loan. a f te r  t h i s  writ-e-err. the res idual  
funds i n  the Special ficcount w i l l  be credited t o  the "Reserve Fop Extraordinary 
Bad Debt" which w i l l  be maintained at 2% of the net loan p o r t f o l i o  for t h a t  yr.  
any residual remaining i n  the Special fircount a f te r  a11 e::penses, s h a l l  be 
be shared equal ly between A.I.D. and the EDFC. 

According t o  the Panamanian tas code: 

amount (%000) Tax Rate 
0 t o  30 20% 
30 t o  100 30% 
100 t o  500 45% 
500 and up 50% 

Note: Tax i s  computed as follows; 20% FI the f i r s t  920,000 of p ro f i t s ;  
30% on the  next *70,000 of p ro f i t s ;  43% of  the next %400,000 of p ro f i ts3  
SOX on any p r o f i t s  i n  excess of $500,000 

Per Panamanian law, there i s  a 1% tax on corporate capi ta l .  
The minimum is $10 and the  maximum $20,000. 

Tax on Paid-in capi ta l :  Per Panamanian law, there is a 2.5% tax on paid-in capi ta l .  
The maximum i s  S12,500/yr. 

Windfall: Amount of money tha t  CI.1.D. receives i n  e::cess of the SL i n te res t  rate. 
I t  i s  calculated as a percent o f  the outstanding A.I.D. loan. 



ASSETS 
CASH 100 100 100 100 -100 100 100 100 I00 106 109 I00 100 100 100 loo 100 100 loJ lm 
OUTSTAWDIM6 LMW PORTFOLIO 4,802 10,657 16,l56 23,580 23,810 24,133 24,432 24,740 25,037 25,362 27,726 30,?87 30,937 31,308 31,681 32,052 31,427 32,810 33,194 32,992 
LESS RESERVE FI W M L  BAD WBT 71 65 164 160 91 121 123 128 116 W 157 159 146 153 159 158 159 163 164 167 
LESS RESERVE FI ITRRMU) BAD DEBT 15 196 315 459 4 0  471 477 483 (89 4 541 587 604 611 618 6 3  633 640 br8 0 
NET L M  POitTFMIO 4,715 10,376 15,737 22,961 23,#4 23,541 23,833 24,129 24,432 21,735 27,029 29,3b! 30,187 3,544 30,9?4 31,2U 31,636 32,007 32,382 32,BB 

TOTAL ASSETS 4,945 10,586 15,927 23,131 23,404 239b81 23,963 24,249 24,512 24,839 27,129 29.441 30,287 30,644 31,004 31,M 31,736 32,107 32,(82 52,925 

-- ---- - ------------- 
LIAElLlllES L El YIRTH 
LIABILITIES 

R.I.D. UWI 2,500 
om U116-rn LOm 0 
OTHER L o w  0 

TnTAt LI(LBILIT1ES 2 1 m  

ET NORTH 
5 CRPITAL 2,500 
H 
I RETAIEB EARIIIWGS (551 
? . TOTRC YET WRTH 2,445 





FEFiOPS FR6N YR: 
1 
2 
3 
4 
5 
4 
7 
8 
9 

10 
11 
12 
:3 
14 
15 
16 
17 
18 

I; 19 
.b 20 -- 

=C =-=-%- -----------I- -- I---- -------------------------- --Lt_-_-___ ---------- - ------ - -------------------- -------------- ---------- --------- ---- ------- - 
FUNDS hVRIlABLE FOR LMlS 1,715 5,4M 6,933 10,6#2 6,043 8,045 8,105 8,560 7,734 8,570 10,449 19,691 9,764 10,230 10,631 10,552 !G,V6 IO,84 IO,P64 11,185 

W. OF LDRYS RSWINS 
LOAN SIZE [K MOO,OG& 11.8 14.2 17.3 26.7 15.2 20.1 20.5 21.4 17.; 21.4 26.1 2b.5 4.4 25.6 26.6 2b.4 2b.4 3 . 1  2?.4 27.8 





SENSITIVITY V 

1 Fad Debt Peserves: 

A )  Normal: 1 . 9 X  
i% o f  new loans made each year! 

6 )  Ertraordinary: 2% 
(% oi  yearly loan portfolio) 

(52 of the A . I . 3 .  loan - * : 1 : 5  :+cI y-e~r.5 E:..trasrdinary Ead Debt Reserv? 
is used t.o caprtal :=c the acz~unti. 

VI I I) b=~d Debt Expense: 

(%  Q C  new loans made each yr) 
Bt E::traordinary: Note: If bad debts e::zeer: what has been set aside in the 

(% of new loans made each yr) Reserve for Ex+-raordiniru Fad Debt, the rems~ining bad 
debt is charg-d to Normai Dad Debt Expense. 

1 Cfoslng fees: Upfront charge of 2% of +-he value of half of the new loans mace every year. 

X )  Operating Expenses: For first 4 yrs, incr. at 10X/yr.: thereafter, incr. a t  5%/yr.. 

None in the initial 3 years; then 60% of "Net Inccme kfter Taxes" 
i f  this line item is positivn 

cj 
. . 

. . Xi111 Tax: 

XII) Share of EDFC t GID: Bad debt is initially charged to +-he F'eser-3% 'ar N\lnrrn.?.I Fad Debt. 
Bad Debt in excess of funds available in the Reserve For Norma; Bad D e b t  
shall be charged to the "Special Pccount Earmarked For Extraordinary Bad 
Debt" which consists of last year's Reserve for Extraordinary Bad Debt and 
5% of t h e  current year's R .  I .D. loan, Rfter 5hi.s write-off. the resiiual 
funds in the Special Account will be credited to the "Seserve For E-traordirary 
Pad Debt" which will be maintained at 2% of the net loan portfolio ior ths t  yr.  
Any residual remaining in the Special k c a u n t  after  all expenses, shall be 
be shared equally between A.I.D. and the EDFC. 

According to the Panamanian tax code: 

amount 19000) Tax Rate 
O t o 30 - 20% 
30 to 101) 30% 
109 to 500 45% 
990 and up 50% 

Note: Tax i s  computed as follows; 20% on the first 530,f:!00 of  grcfits: 
30% on the next 370,000 of prof its: 45% of +-he next 8400,(300 of proCit-s; 
50% on any prof its in excess of 9500,000 

XIV) Tax on corp. capital: Per Panamanian law, there is a 1% tax an corporate rapital. 
The minimum is $10 and the maximum 620,000. 

XV) T a x  on Paid-in capital: Per Panamanian law, there is a 2.5% tas on paid-in Capital. 
The maximum is %12,500/yr. 

X V I )  Windfall: Amount of money that R .  1.D. receives in ~ : : c e s s  of t - h ~  F L  i~terest rate. 
It is calculated as a percent of the outstanding A. I . D .  loan. 



TOTAL RSSETS 4,970 10,640 16,014 23,236 23,521 23,814 24,111 24,414 24,724 25,CSR 27,W 2 9 , a  T0,W 30,929 31,313 31,701 32,991 32,491 QB92 53,W 

T G T N  L!rUILlTIES L WET YWH 4,970 10,640 16,014 23,236 23,521 23,814 24,111 24,414 24,724 a,OS 27,S49 29,693 30,EO 30,9B 3!,31? 31,701 32,094 9,491 q B l i  &W 



TABLE F ERiSITIVIIY V 

SR'jS INCOFE 
IsiEPEST 

LORN PORTFOCI0 
CLOSIYS FEES 

IYTEREST EXPENSE 
PAID DIRECTLY TO 4.1.D. 
C'WR LOk6-TER'I LOANS 
OTHER LMYS 

SROSS INCOE AFTER IHTERESi EXP. 

VEER EXPEMSES 
OPERAilN6 
NORHAL PAD DEBT 
SPEC IN CCCOUNT 
DEPRECIMION 
4ErJRTIZATION 

X?:; EYFENSES 

INCONE BEFORE TRIES 
id: 
lPX Ok CORPORATE CAPITllL 
141 PN PRIb IN CAPITAL 
KEi ILCrllR AFTER TAWES 
DIVIDENOS 
RETAINm EEANIIIGS 

SPECML RCCT EMBARKED FOG 63 
EITRAOROIWASY 6A0 OEBT 

EXTR6OROIYAAV BAD DEPT EIPENSE 24 
RESERVE FOR EXTilAOCOI#~RI BAG Eel 39 

SURPLUS FUNDS AVAILABLE (01 
-%are t o  A.1.C. 0 
-Share t o  FIDES4 0 

TOTFL PAMEN TO 4.1.0. 63 

--------------------------------------- 
MET PROF ITSICILPITAL RllTIO (ROC) - 1 . n  
NET PROFITSINET YORW RPTIO (ROE1 -1.22 
lN1EREST h MIMIALL ON A.I.D. LORY 5.02 

FINRIICIRL RRTIOS FOR THE FINUCIERA DE EIFO;lik~IOES, S.A. 
----------- ------------------- 

4.82 9 12.32 15.92 1b.22 l 5 . X  16.82 17.22 17.51 17.32 18.62 20.42 ? I . l I  2 l . R  2 L 5 i  
4.72 8.32 10.62 12.9% 12.62 12.2% 11.8% 11.52 11.22 10.62 !0.97. 11.42 1 10.92 lo.% 
5.42 b.n 6.82 7.42 4 7.42 7.41 7.42 7.42 2 7.22 7 . n  7.31 7 . n  7.22 



PEn0(15 FRMI YR: 
1 
2 
3 
4 
5 
6 
7 
B 
9 

16 
I 1  
12 
13 
I8 
15 
16 
:7 
in 



r b:..W: l G t -  '.TPTEPiENTS FOR THE FINANCIERA EFT EXPORTACIL'NES. 5. A -  
- - --- -  

T T I Terms c j f  1 . h ~  Lnane 

A )  A. I.D. loan: 
Cther long-term loans: 
Ether loans: 

B) Interest Kates: 

6. I.D. Loan: 
Other long-term loans: 
Other loans: 
To Eor rowers: 
R i s k  Minimization Fund: 

111) Capitalization of Special Acct.: 

IV) Cash On Hand: 

'J) Deprec:iat.ion of Fixed Assets: 

VI) Gmor t  ration of Initial 
12rgani:ational Expenses: 

/ 
id\ 

C I 

3u years. 10 years grace o~ principal 
2 Q  years, 1 0  years grace on principal 
Short-term revolving 

5% Paid out 
8% F a i d  out 
8% Paid out 
15% Rece i \ . ed  . 
4% Received 

5% (Equivalent to 5% of the A. I. D. loan per year) 



l7-I. > r  <.'I+ Lt. '. 3.  ..:;r-, ~ 7 . z . ;  :.=st yr,?? ' -- F . t ~ p . + ~ ~ - ~ ~ ~ ~ r y  &d Debt RrSEr \-r 

is used t i l  capita'rizc: t h e  acr .cv~r i t  i .  

X )  Operating Expenses: For f i r s t  4 yrs, incr .  a t  10Z/yr.: thereafter,  incr .  qt- 5?/yr.. 

None i n  the  i n i t i a l  3 years: then 60% of "Net I ~ c o m e  Gfter Ta:*es" 
i f  t h i s  l i n e  item is  positive 

X Z I )  Share o f  EDFC % AID:  Bad debt is i n i t i a l l y  charged t o  the Recerv.2 For Worms: Pad Debh. 
Bad Debt i n  excess of  funds avai lab le i n  the Reserve :or Normal Fad D e 5 t  
s h s l l  be chat-ged t o  +-he "Spec i 31 &ccov?t Earmar kec! For Extraordinary Pad 
Debt" which consists o; last year 's  Reserve for E:,traordinary Bad Debt and 
5% of t hc  ctrrrrnt. y e . 3 r 1 s  R .  1.P. loan. Ofter t h i s  wri?e-:zif. tire residusf 
funds i n  t-he Specia? Acco~c t  w i l l  be credi ted to the "Rest-i-ve ' r ~ r  E:-traorr'inc 
Rad Eebt" h i c k  wi.l.1 be maintained a t  2% of  the net :nzn pcr f - fo l  io for +tiat yr 
Qny res idual  remaining i n  t h e  Spectal Recount after all expenses. s h a l l  be 
be shared equal ly between A. I .  D. ano the EDFC. 

rTII)  Tax: Accord: .) t o  the Panamanian tas cctde: 

Rmount ($009) Tas Ra+-e 
@ t o  30 20% 
30 t o  100 30% 
100 t o  500 45% 
590 and up 50% 

Note: Tax is computed as follows: 20% or, the f i r s t  S7O.Or.n of p r o f i t s :  
3U% on the next %70,000 of p r o f i t s ;  45% of t h e  next 8400,000 of p r o f i t s :  
50% on any p r o f i t s  i n  excess of 6500.000 

Y I V )  Tau on carp. capi ta l :  Fer Panamanian l a w ,  there i s  a 1% t a x  on corporate capi ta l .  
The minimvm is 610 and t h e  maximum bZO.C'QC)- 

X V j  Tax an Faid-in capi'tal: Per Panamanian law, there IS a 2.5% ta:, on paid-in capi ta l .  
The ma% imum i s  $12,500/yr. 

Y V I )  Windcall: nmoun*. cf money that F I .  I. D. r ?zeivcs i r ,  e;-.i-c-ss - f  ?h-. 5Y interes' r  a+-c. 
I t  i s .  caiculated as a perzent  O F  the o+~+_~.,-~.,ir~i;ing k _  1.2- ioan. 





TABLE 6 SEWTICITY '4 

PROFORHA I N M E  STATEREii FOR THE FlHANCiEiiA 'UE EJPCiliRCIOI(E5, S.L. 1000'5) 
:~======11====011==::======.:2==:===~===:========5==========:====-I~=I==r:~~I=::=5~~==~===========-7========~r-=1--5=====-2E:-----E:~=t-t--==Z-I--I--------------- 

VEQR 1 2 3 4 5 6 7 e 9 10 1 1 12 13 14 15 16 IT 12 10 3 - - - - - - - - - - - - - - - - - - - - _ _ _ _ _ _ _ _ _ _ - - - - - - - - - - - - - - - - - - - - - - - _ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~  
GOSS INCDRE 

INiERESl 
LON PORTFDLIO 

CLOSIN6 FEES 

INTEREST EXPENSE 
PAID DIRECTLY TO A.1.D. 
OTHER LONG-TERM LOANS 
OTHER L O M  

6 R X S  1NCOllE aFTE4 lHTEREST EXP. 

OTHER EXPENSES 
OPERATIN5 
N M L  BAD DEBT 
SPECIAL ACCOUNT 
OEPRECIATION 
4NORTIlATlDN 

TOTAL EIPEYSES 

SURPLUS FUNDS RETAINU) BY F I N S  

INCOE BEFORE TAlES 
5 TAI 

TPJ ON CORPORATE ClPITLIL 
0 TAI CN PAID-IN CAPIT& 

NET !YCOHE llFTER TAXES 
w OIVIDEWDS 

?ETAlNED EARWIffiS ---------------------------------------------- ------- -------- - ------------------------------------------------------------------ -- ---I=-===--- 
USES OF FUNDS SET ASIM FDR EXTURORDIMPY 040 DEBT 

SfECIAL CCT EARHARKED FOR 63 230 615 1,053 1,360 1,366 1,372 1,578 1,384 1,390 1,396 1,371 i,342 1,2EO 1 ,  1,1Z5 1,Ml 9 s  960 762 
EXTRAORDINARY BAD DEBT 

EXTRMRDINARY BAD DEBT EXPENSE 71 05 104 161 91 121 123 129 I!b 129 157 160 147 154 160 159 1 9  163 155 167 
KSEEVE FOR EIlRAORDINMY BI)D DEBT 0 5 2  31.5 460 466 472 470 404 490 4% 542 583 Mb b!3 621 628 3 643 bS1 0 

SCRPLUS FUNDS 4VAlLMLE 0 0 19: 432 003 713 771 765 777 765 697 6 2  589 513 424 338 Z46 144 44 5'4 
-Share ?a R.I.D. 0 c $0 216 491 387 385 383 SBF 362 M 311 295 2s 212 169 123 n n n 
-Share to  FIDESA 0 0 90 216 401 307 :85 303 309 382 34@ 3!1 275 2 5 l  212 169 123 73 22 3 7  

TCTAL PAYRENT TO A.I.D. 63 230 560 954 1,391 1,207 1,205 1,203 1,209 1,ZB 1,248 1.140 1 731 M4 674 SM 391 Z 9  LC3 

FINMCJAL RATIOS FOR THE F I W I E R A  L EIPORTACIOKS, S.A. ------------------------------------------------------------------------------------------------ - 
KT PROFITSICAPITAL RATID IROCI - 1 . n  4 . 5 ~  0.51 11.7~ 15.42 15.7% i ~ o z  16 .2~ 16.61 i h . 8 ~  16.52 17.02 19.12 20.31 2 o . n  m.:z 2e.n z a.n a.r, 
LTrRClTS l l lETUDRTHP4TIOIROE)  -1.22 4.41 7.6% 10.IZ 12.72 12.32 11.91 11.61 11.E i6.91 13.3 !O.bl 11.2Z 11.02 1l.n 10.42 lo.0Z 9.E ?.a 10.E 
lWT~ESTkWlNf fdLLMR.1 .1 .LDlY l  5.0% 5.02 1.12 6.52 7.2% 7.12 7.12 7.1% 7.22 7 . 1  6 . 9  6.9% 7.02 6.72 1.82 6.7Z 6.52 6.Z 5 . 3  1X4Z 
---------------------------------------------------------------------------------------------- --- 



INCR~DECRI INLURNPORT. :  4,740 5,678 b 7,230 298 292 297 302 309 51: 2,297 2,320 853 M5 366 3 3  m 3M) Slri 4% 
-----------------------------------------_---------------------------------------------------~---- 

REFLOUS FROM Yfi: 

1 1,500 1,500 1,580 
2 1,893 1,893 1,893 
3 2,314 2 1  2,314 
4 3,568 3,568 3 , W  
5 2,028 2 ,Oa 2,020 
6 2,689 2,689 2.689 
7 2,736 2,736 2,736 
0 2,862 2,862 2,862 
9 2,587 2,587 2,587 

10 2,867 2,063 2,867 
11 3,494 3.494 3 ,w4 
12 3,Nb 3,546 3.526 
13 3,267 5,267 3,2hl 
14 , 4 2 4  3,424 3 . M  

4 " 15 s,m 3,5570 &wr 
-4 16 
-4 

3,536 3,536 3,m 
I 17 3,WZ 3,542 
3 16 
I 

3 , s  
P- 19 
Cc 20 

----_--_-__-_---I_- . ------------------------------------------------------------------------------ --------- ----------- 
FUNDS AVRILRBLE FOR LOANS 4,740 5,678 6,941 10,703 6,004 0,067 8,207 8,587 7,761 0,bM 10,482 10,M7 9,801 10,271 10,67S 10,609 10,626 1C,6% 11,920 11,16S 

NO. OF L O B l  ASSWINS 
LOAN SIZE OF S400,OOO: 11.8 1 . 2  17.4 26.0 15.2 20.2 20.5 21.5 19.4 21.5 26.2 3 . 6  24.5 25.7 6 .  26.5 26.6 27.; 27.6 27.9 



TAGl-E H SENSITIVTTV VI I 

FINANCICIL ST4TEMEFITS FOR THE FINANCIER4 DE EXPORTACIONES, 5 . A .  

ASSUMPT ION.3 

Resources 

A )  Total Capital: $4.5 million 
To be paid in Curnu 1 at i ve 
as foilows: ($t:jtj[:!> 
Year 1 2,500 
Year 2 3.5cW 
Year 3 4,000 
Year 4 4,50Q 

E) A.1 .D. loan: $18 million 
To be disbursed Cumulative 
as f o l l o m t  ($mu) 
Year 1 2,500 
Year 2 7, 0U0 
Year 3 1.1. 500 
Year 4 18,000 

C )  Replacement of the k.  I.D. loan starts in year 1 0  and is equal 
to the amount of principal repaid to A.I.D. each year 

Df Other loans: 94.5 million 
To be disbursed Cumulative 
as follows: (B~>(~CI) 
Year 11 2, I:l0c:b 
Year 12 4, 00i3 
Year 13 4, Ztj::, 

Terms of the Loans 

A )  A. I. D. loan: 20 years, 10 yaars grace on principal 
Other long-term loans: 20 years, 10 years grace on principal 
Other loans: Short-term revolving 

B! Interest R a t . e s :  

[G. I. D. Loan: 6% Paid oua 
Other long-term loans: 8% Paid out 
Other loans: 8% Paid out 
To Borrowers: 13% Pece ived 
Risk Minimization Fund: 6% Received 

Lcapital ization of Special A c c t .  : 9% [ (Equivalent to 4% of the A.I.D. loan per year) 

Cash On bland: 6 100,000 

Depreciation of  Fixed Assets: 10%/yr. 

Amartization of Initial 
Organizat-ional E::penses: 



F' Nol.rna 1 : 1. 13% 
( %  of new loanti made each yr) 

B )  Ex+-raordinary: 1.13% Note: If bad debts exceed what has been set aside in the 
4 %  of new loans made each vr) Reservm for Extraordinsry 63d Debt-. the remaining bad 

debt is cllarged to Normal Bad Debt Expense. 

Closing lets: Upfront charge of 2% of the vaiue o f  hair of  t h e  new 1 m r s  made e-qery year. 

O p e r  at iny Expenses: For first 4 yrs, incr. at lO%/yr.; thereafter, incr. 3t 5%!yr . 
None in the initiai 3 vears: then 60% of "Net Inrome After Ta:.esn 
i f  this I i n p  itan is p o s i t - i v e  

$hare uf EDFC ?+ AID: Bad debt i i  initla1 ly charged +-o the Reserve Fcr N c r r z . i  E.ad Pebt. 
Bad Debt in excess of funds available in the Reserve =or Norms1 Fad Eebt 
shall b e  charged to the "Special.Account Earmarked For Extraordinary Bad 
Debt" which consists of last year's Reserve for E::traordinary Bad Debt and 
5% of the cu?rcnt ye2r's G.I.D. ioan. Gfter this wri+-e-u;i. the residual 
funds in the Special Qccount will be credited to the "3=serve For E::+-rasrQinar.; 
Fad Debt" which will be main+-dined at 2% of the net loan portralio For 'hat vr. 

Any residual remaining in the Special F t c Z r i t  after all expenses, shall b e  
be shared equally between A. I. 0 .  and the EDFC. 

XITI) Tax: 

Tax on 

Tax on 

Windfa 

kcording to the Panamanian tax code: 

CImount (90013) Tax Rate 
0 to 30 207. 
so to 100 - -. .SJL 
100 to 500 45% 
500 and up 50% 

Note: Tax is computed as follows; 2 C X  ?n the first 330,000 of profits: 
30% on the next $70,000 of  profits; 452 of the next 8400,000 of profits; 
50% on any profits in excess of $500,000 

corp. capital: Per Panamanian law, there is a 1% tax on corporate capital. 
The minimum is 910 and the maximum 320,000. 

Paid-in capital: Per Panamanian law, there is a 2-32 tax on paid-in capital. 
The maximum is 612,5W/yr. 

Amount of money that A.I.D. receives iv excess of the 5% interest rate. 
It is calculated as a percent of the outstanding A.I.D. loan. 



T@lPL ASSETS 4,970 10,628 15,951 23,151 23,413 23,680 23,952 24,228 24.516 24,797 27,076 29,-X 3C.222 30.571 30,W 31,i93 31,MZ Q.@X 32,415 2,- 

H 
H S T  WiiRTh 

C ~ P I T A L  2,509 j,500 4,000 4.500 4,500 4,500 4.500 4.500 4 0  4,500 4,590 4,%i 4 4.X4 4.31.) 4 ,  l R ?  4.500 4,500 4.W 
I BETAlWED EIIRMIWGS 130) 128 451 651 913 t,l@? 1,452 8 2,9U 2,297 2,578 2.86; 2 3,574 L9 i  4 ,  J,6bZ 5 , ? 3  !5,4!5 5.M 
f l r l ; ~  NET YOATR 2,470 TI6Z8 4,451 5,151 5,413 5,680 5,952 6,228 6,510 6,797 7,878 7,383 7,722 9,074 B,U1 BITS: 9 , l E  F,!% 9,915 1 3 , s  

TOTAL LIABILITIES k NET WPTH 4,970 10,620 15,951 23,151 23,413 23,600 23,952 21,228 24,510 24,797 21,018 29.383 3 , 2 2 2  3,574 30,9=1 31,?93 31 ,W Z,OX P14lS R,E6h 



iNCVi  WJRE TPlEE c, :At 
H Tc\  OW CORPORATE CAPITIlL 

T A I  34 PRID-IN CAPITAL 
HEY INZOHE AFTER TAXES 

oD 'IIVIOEN9S 
F X ! H E D  EARMINES 

S P E X I i  I\CET EPRNRRKED FCR 50 173 506 905 1,!80 1,1& 1,lFl 1,176 1,202 i j 2 M  1,214 1.202 1,168 !,:I 1 ,  i.BW i 735 
i X ~ P 4 P P D I N 4 R Y  8 4 0  DEBT 

EYTW~JRDIYDRY BQD DEBT EXPENSE 47 57 LP LOT 61 eo ez 8s 77 E& ICL ICS PI !U 106 105 m IE? :3; i:: 
RESEWE FCs EX?RF9PDINC9Y PRD DEBT 3 136 315 460 465 471 476 182 40P 671 540 586 LT; 5 ' :  61:: dl 611 5 7  9 5  

SUt-i??ls FUYlS DvGILdeLE 
-Shar.? t o  A.1.D. 
-5hare t o  F IDESA 

TOTAL PPWENT TO A. I.D. 75 295 616 1,054 1,407 1,397 1,596 1,394 1,370 1.34 l j M 5  I,,% 1,ilB 1 :  SPP '51 S 5  4 145 

FIMRYCIAL E A T X S  FOR THE FINANCIER4 DE EV'ORTPCIORS, 5.b. 
----------------------------------------------------------------- 
NET P R W I T S X A P I T A L  RATIO IROC) -1.21 4 . 5  8.11 11.12 14.62 14.81 15.12 15.41 15.71 15.FZ 15.2 :7.OZ 13.9- 1F.X :?.a2 22.22 2 .  X.S: 21-!Z Z Z  
NETPRDFITS/NETYORTHRATIOl i lOE~ -1.2% 4 7.2% 9.72 2 11.Ei 1 1!.!I !O.BZ 10.52 F.FZ :E.R 1 :r).9Z 1C.62 G 10. i l  3.E 5 . S  1s-'C 
INTEk€Sl&Ylr iDFRLL0Na. i .D.LOPN 6.0% 6.02 6.72 7 . 7  7.97 7.0% 7.81 7.71 7.61 7.71 7.6% 7 . Z  7.51 7.LZ 7 . 3  7 . q  7.R 7.1% 5 . 2  x-1: 



--- ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ---- ------  

REFLOUS FRO4 VR: 

1 1,580 1,580 1,580 
2 1,893 1,893 1,893 . 
3 2,307 2,307 2,507 
4 3 4  3,5U 3,564 
5 2,021 2,021 2,021 
h 2,681 2,661 2,681 
7 2,725 2,725 2,725 
8 2,651 2,851 2,651 
9 2,573 2 , ~  2,573 

10 2-85! 2,BSl 2,ES 
11 3,476 3,476 3,476 
12 3,527 3,527 3.521 
13 5.24 3.26 3.24 
14 3.462 3 3,W 
15 3.m 3,535 3,535 

C 16 3.512 3,Z!E 3,5!2 
W 17 7.5:' 3.5!7 H 
I l S  3.64 
0 
I 19 
P 20 

~ = = ; ~ ~ - ~ ~ : = = ~ : = ~ - ~ l = = - ~ E l = I - = 1 = = = ~ 5 = ~ - r - ~ = = Z - ~ ~ : 7 = - - - - - -  - -  ----- 
W D 5  AVAILABLE FOR UlhNS 4,740 5,678 6,922 10,693 6,CK 8,042 8,174 9,552 7,718 8,552 10,429 :0,58(1 c,739 10,205 10,606 I@,= ! G , E  lC,&?I !Be'?@ 2,CS 



SENSITIVITY V I  I I 

CINiahir. I 6%- cTi4TE?tEh!TS FOR f HE FINANCIERA DE EX F'3RTACIONES, S .  4. 
--.- - ---. 

Tnta l  Capital: 64.5 m i l l i o n  

To be paid i n  Cumu l s t  1. ve 
as follows: ( s (:I!:N:I ? 

Year 1 2, 501:) 
Year 2 3,500 
Year 3 4, 000 
Year 4 3 z!:II:, 

H i  A. I. D. loan: 918 m i l l  ion 

To be disbursed Cumulative 
as fo l lcnsr  (9000) 

Year 1 2,500 
Year 2 7, 900 
Year 3 11. 5n0 
Year 4 l a  , ( : I ~ I - I  

C )  Rsplacement of the A. I.D. loan s t a r t s  i n  year 1 i ~  and i s  equal 
f-o +-he amount of or i nc ipa l  reys id t o  a. i .  D. each  year 

D )  Other loans: 84.5 m i l l i o n  

T o  be disbursed C U F I U ~ ~ ~  i v e  
as follows: ( 6#>(3r:1> 
Year 11 2 , I:IVC:I 
Year 12 4,000 
Year 13 4, 900 

I I Terms a i the Luans 

A) A. I.D. loan: 20 years, 10 years grace ofi p r i n c i p a l  
Other long-term loans: 20 years, 10 years grace on p r i n c i p a l  
Other loans: Short-term revolv ing 

B) I n te res t  Rates: 

A. I.D. Loan: 5% Paid out 
Other lons-term loans: 8 %  P a i d o u t  
Other loans: 8% Paid out 
ITO Bar r  ower s: iaz 4ece ived[ 
R i s k  Minimization Fund: 6% Fierni ved 

111) Cap i ta l i za t i on  uf Special Acct.: 5% (Eqiiivalent t o  5% of the A. I .  P. laan per year) 

I V )  Cash O n  Hand: $100,000 

V )  Depreciation of F i xed  assets: 10%/yr. 

ci VI) Amortization of I n i t i a l  
Organi z a t  ional  Expenses: 

$\ 
20%/yr. 

'--- - - -> --. - - -- - - - - --. 7'-" - ---- -- --->? - --- -.- 
-. . .k<. - --- 2 - - *- - - 



Pad E e b t  Reserves: 

X J V ?  

Ai  I4orma l : 1 . *-I:< 

1 %  of new Loans made each year)  
R i  Extrarrdinzry: 374 !5X of Chn a. I. D. loan p lus  1  35% year ' s Ev tr 

i X  oi  year:y loan portfolio) is used to capitalize the account). 

Bad Deht Expense: 

& \  N n r m a l :  1.0% 
(7. of new loans made each v r )  

SENSITIVITY VIII 

B) Eztraordinary: 1.0% Note: If bad debts exceed what has been set aside in the 
(% of new loans made each yr) Reserve for Extraordinary Bad Debt. the remaining bad 

debt is charged to Normel Sad Debt Expense. 

C l a s i r t g  ices: Upfront charge of 2% of +-he valve a$ ha1 f a< t:ic new Iczn;  msde every  ys+l-. 

Operat ina Expenses: For first 4 yrs, incr. at 10%/yr.; thereafter. ~ncr. at 5X/yr.. 

None in the initial 3 years: then 60% of "get Iqccme Pfter Ta::esn 
i f  this line item is positivp 

Share of EDFC % AID: Pad dcot - S  init-]all y charged to the Rescr;ir- F-1% X n - m % 3  R3d Debt. 
6ad Debt in excess of iunde available in the Reserve =cf Normal ?ad Eebt 
shall be charged to the ''Special .Gccount Earmsrked Fo- E-LraorcSnary Pad 
Debt" which consists of iast year 's  Reserve for Extraordinary 5-XI Debt 2nd 
5% cif the current year's A. Z.C. Zcan. after thi-; ut-+ -=-,:r f .  t'w=. :-e-sii!.:~: 
$c!nds in thp Specid? Pcca?_lnt will be zredited !.r. t.:;r? "F~-ser.ve ri-;;r E::t;.-.ozd l I a r  y 

Pact Debt" which wilt be maint.zir\ed at 2% of the n c - t  lqap [:a?? f o l i o  r,?r i ha; vr. 
Any re s idua l  remaining in t h e  Special FIccount alter 1 :  F -  ueuses. shy11 b= 
be shared equally betreer~ C:. I . D .  ;inc the EDFC. 

Occ-ording to the Pavamanian tax zodet 

Rmaunt (SOOO) Tax Rate 
0 to 30 20% 
30 to LOO 30% 
100 t o  500 el=-, 

JI. 

500 and up 50% 

Note: Tax is computed as follawsj 2CY nn t h e  f i r s t  970.000 of proiits; 
30% on the next 670,C~OU of profit-s; 415% of the next 8400,000 O F  profiis; 
50% on any profits in excess of 8500,000 

Ta.: an corp. capital: Per Panamanian law, there is a 1% ta:: on corporate capi+al. 
The minimum is 810 and the maximum %20,5?@0. 

T a x  an Paid-in capital: Per Panamanian law, there is a 2.5% tax on paid-in cap:tal. 
The maximum is S 12,50@/yr. 

Windfall: Rmount of money that A. Z . D .  receives i n  c x c p s i  o f  the 5 X  interest rate. 
It is calculated as a percent O F  the outstanding (2.1-2. lo.-irt. 



LIABILITIES t NET MVU 

LIABILITIES 
4.1.D. LOAN 2,500 7!000 11,500 18,0M 18,000 18,01M 18,003 18,000 !i3,:?06 1 l5,% :S.C65 2 , 4 5 7  '1,232 :G,09; 8.2% s.33 4 . 3  2.22: -i 
K Y E F  lMI6-KR?l LDRUS r) 0 0 0 0 9 C 0 0 0 1,431 2 . 9 3  4 ,  6 7.W 5 . 3  11.652 l&& 1 5 . 3  ?3,*? 
8WER LOANS 0 0 0 0 0 0 0 0 0 9 2,000 4.0012 l,!W 4 4 , W  ?.X3 4 . 3  4 ,  4 3  4 .32 

TOTbL L IMIL I i IES 2,500 7,060 11,500 18,060 18,000 18,000 18,000 16,099 i 8 , 0 ~  13?000 ~O,POU Z.UN 22,540 22,530 9 , ~  2 2 , ~ ~  ~22.31 ~2.55~ z , ~  Z,SX 

TOTAL LlABlLlTfES k NET YORTH 4,745 13,559 15,8!iO 23,023 2S12!i4 23.488 23,725 23,966 24,211 Z 4 . 4 9  26,698 26.954 2i,X 3, r )S l  3C.,E X.Y! X;PIB 31.217 3!.51C 3i,E? 



DTHER EIPENSES 
WERATIE 
MMrAL BAD IEBT 
SPECIAL BCCWNT 
0EPREC:ATIOY 
MCRTIIATlDN 

TGTRL EXPENSES 

SURPLUS FUNDS AVAILABLE 0 (0) 277 487 87 815 814 810 819 811 732 679 M 2  569 (82 3% 585 2e6 165 6TZ 
-%are l o  1.I.D. 0 0 138 244 418 400 407 409 405 3i6 340 321 281 241 190 I52 1 52 3U 
-Share to  FIDESA 0 0 130 244 418 408 407 405 409 405 376 340 321 2W 241 19@ 152 !03 52 3% 



W. OF LOWIG ~ U H I N G  
LOM SIZE W S100,000: 11.8 14.1 17.2 26.6 15.0 19.9 20.2 21.1 19.0 2 1 . 1 - 2 5 . 7  25.0 2LP 25.0 26.0 25.7 25.7 26.5 26.5 25.S 



TAisLF ,? SENSITIVLTY I X  

-- 
FINANCIaL STATEMENTS FOR THE F'INANCIE3A IiE EXPORTACIONES, S . A .  

I) Hesour ces 

4! Total Capital: $4.9 million 
To be paid in Cumulative 
as follows: (SO00) 
Year 1 2.500 
Year 2 3,500 
Year 3 4,000 
Year 4 4, 500 

B) A.I.D. loan: 918 million 
To be disbursed Cumulative 
as f0110ws: - (moo) 
Year 1 2,500 
Year 2 7,000 
Year 3 11,500 
Year 4 18,00C, 

C )  Replacement ol the A. I.D. loan starts in year 10 and is equal 
to the amount of principal repaid to A.I.D. each year 

D) Other loans: $4.5 million 
To be disbursed Cumulative 
as follo~s: (8000) 

- Year 11 2.000 
Year 12 4,000 
Year 13 4,500 

11) - Terms of the Loans 

A )  A. I .D. loan: 20 years, 10 years grace on prlncfpal 
Other long-term loans: 20 years, 10 years grace on principal 
Other loans: S3ort-term revolving 

E) Interest Rates: 

A. I.D. Loan: 
Other long-term loans: 

5 X  Paid out- 
8 X  Paid out 

Other loansr 8% Paid out 
TTO Borrowers: 14% Received( 
Risk Minimization Fund: 6iL Received 

111) Capitalization of Special Acct.: 5% (Equivalent to 5% of the A. I.D. loan per year) 

IV) Cash On Hand: S 1130, 000 

V )  Depreciation of Fixed Assets: lO%/yr. 

V I )  Amortization of Initial 
Organizational Expenses: 



TAELE J 

E3d Debt Reserves: 

SENSITIVITY I X  

a)  Normal: 1 . (-1% 
!% of new loans made each year) 

P) FI::traordinary: 2% 
(% of yearly loan portfolio) 

(5% ~ 3 f  +'>e a. I . D .  losn plu.; I s s t  y e a r ' s  E:.traordinary Bad Debt Reserv~ 
is used to capit-a2i-e the account). 

Bad Debt Expense: 

f ~ i  Normal: 1.0% 
( %  of new loans made each yr) 

a)  Extraordinary: 1 . 0 %  Note: I f  bad debts e::ceed what has been set aside in the 
(7. of new loans made each yr) Reserve for E~traordinary Bad Debt, the remainrng bad 

debt is charged to Normal Bad Debt Expense. 

Closing fees: Upfront charge of 2% of +-he value of half of +-he r e w  losins made every vesr. 

Operating Expenses: For first 4 yrs, incr. at 10%/yr.; thereafter, incr. at 5%:yr.. 

Dividends: 

Share of EDFC 9< GID: 

Y IV) 

X V )  

XVI 

T=IY on corp. capital: 

Tax on Paid-in capital: 

Windfall: 

None in the initial 3 years: then 60% of "Net Income After Taxes" 
i f  this line item is positive 

Pad debt is initially charged to the Reserve For Normal Fad Debr. 
Wad Debt in excess of  funds available in the Reserve For Normal Ead Debt 
shall be charged to the "Special.Qccount Earmarked For Extraordinary Fad 
Debt" which consists of last year's Reserve for Ertraordinary Fad Debt and 
5% of the current year's P.I.D. loan. Ft f t e~  thii writs-gff, the residual 
funds in the Special Account will be credited to the "Reserve For Estraordinary 
Wad Debt" which vill be maintained at 2% of the vet laan portfalio for that y r .  
Any residual remaining in the Special aft-er all expenses, shall be 
be shared equal 1 y between A. I. D. and the EDFC. 

Accor 5ing to the Panamac ian ta:: cnde: 

Note: Tax is computed as follows; Z0% on the f i r s t  $Tn.OOO of pr~~rits; 
30% on the next $70,000 of profits: 45% of the next 84r)O,OOO of procit-s: 
50% on any profits in escess of 5500.000 

Per Panamanian law, there is a 1% tax ~n corpwstc raci!-a:. 
The minimum is $10 and +-he maximum %20, OOn. 

Per Panamanian law, there is a 2 . 5 X  tax on paid-in capital. 
The maximum is S12,500/yr. 

Amount of money that f i . 1 . D .  receives in excess of the 5% interest rate. 
It is calculated as a percent of the outstanding FI. I.D. ?oan. 



TABLE J f D S i W 1 P  i l  

CAPITDL 2,500 3,500 4,000 4,500 4,%@ 4 ,  4,500 4,501) 4 , 5 M  4 , W  4 , W  4.500 4,WO 4,524 4 ,  4 , W  1,%;06 5 ?  4,XI.J 4 , s  
RETAlNED EAW(1)16f (10) 193 U6 886 1,219 1,560 1,WP 2,265 2,KF 3 + 1 - w 2  3 , 7 Z  1,212 4,667 J , l 2  5,597 b,C74 6,550 7 ,W 7,&M 

TCTAL NET NORTH 2,490 3,693 4,626 5,386 5,7[9 6,060 6,409 6,765 7,129 7,501 7,n2 0.273 8,712 9,157 i,bZB 10,QJ7 lO,S74 11,958 11,549 l2,llE 



. PROFOR14 INCGHE S ?:sE!aT =OR TYE FlYRYiIEfiA 9E ~1Fi jR iACIOI~ES,  i.6. !C.jO'si 
~ : 1 z = ~ ~ ~ ~ 1 ~ ~ ~ ~ : ~ 2 I ~ 5 2 1 ~ 1 ~ ~ ~ ~ I ~ ~ ~ ~ ~ ~ 3 ~ ~ ~ ~ I ~ I ~ ~ I I ~ ~ ~ I I 5 I ~ I ~ ~ I ~ ~ I ~ ~ ~ - = f ~ ~ ~ ~ ~ ~ ~ I I ~ ~ ~ ~ ~ 1 ~ ~ I I I ~ I ~ I ~ f ~ I f I I ~ I I I ~ ~ ~ ~ ~ ~ . ~ ~ ~ : ~ I ~ ~ _ ~ ~ - ~ ~ ~ ~ ~ ~ ~ z ~ ~ ~ ~ ~ I ~ ~ ~ ~ ~ 1 ~ ~ I ~ ~ f f - f 1 ~ ~ 1 ~ ~ T - - - - - - - T - ~  

VFPR 1 2 3 4 5 6 7 9 P 10 1! !I  11 14 !I 13 19 3 !5 !6 
-- 

OTHER WENSES 
WERllTIWS 
WOR14L 040 DEBT 
SPEClL ACCOUNT 
WRECIATIOL 
IVIOR~IIbTIOW 

TCTkL EIPEWSES 

SiltPLUS FUNDS RETAINED BY FIDESA 

INCOK UEFME TAIES 
T1X 
TAI ON CDRPDRATE CAPITAL 
TAX M( PAID-IN CWITRL 
NET IYC!ME AFTER TAXES 
DIVIDENDS 
RETAINED EARnIW6S 
-- -- ---- - ---- ----- ------------- -- ------ ------ - - --------- -------- ----- -- 

USES OF FLWDS SET ASIDE FOR EXlRAORDINAfiY 060 OF81 
---------------------------------------------------------------------------------------------------------------------------- 

SPECIAL ACCT EMMRKEQ FOR 63 252 658 1,056 1,364 1,.371 1,378 1,306 1,;93 1,400 1 , W  !,:a4 1,357 1.2V I,Z; 1,145 1,063 977 IW 
EllRADROIMARY BAO DEBT 

E X T R ~ I I I M Y  I D  DEBT EIPMSE 40 57 70 108 62 82 04 80 80 09 !07 109 191 lC6 113 110 111 I14 115 117 
RESERVEFOREXTRURDINllRYBADPUlT 15 IPS 319 464 471 478 401 493 500 508 5 5  6b3 622 631 54i 551 C9 669 679 C 

%%PLUS F l D S  AVAILAXE 0 10) 269 4B4 031 811 809 805 8 U  804 345 671 559 472 3 5  3 3  194 92 6 3  
-Share t o  A.I.O. 0 0 134 242 415 406 405 403 406 402 373 336 317 280 2 3  1% 147 i 7  U 356 
-Share l o  FIOESA 0 0 134 242 415 406 405 403 406 402 3 3  336 317 2BO 236 153 147 97 56 3 

FI I I IC IAL RATIOS FOR THE FIWI\ICIERR DE EXPO2lACIOYiS, S.A. 

WET PROFITSICMITAL RATIO IROC) -0.4Z 5.81 10.E 1 4 .  18.Z 1P.OZ 19.4Z 19.8Z 20.22 iO.l.7 2C.bZ 2 2 3  4 4  25.21 25.61 2h.lZ 26.X 2h.R 27.X 31.61 
WETPROFITSINETVORTHRATIOIROE) -0.41 5 .  9.4X 12.82 14.61 14.11 13.61 13.22 12.82 12.42 11.81 12.1Z 12.01 12.4Z 12.OZ 11.6Z 11.3 10.72 l0.6Z !!-72 
INTERESThYlWDFll lL0NA.I .Q.LUM 5.01 5.OZ 6.5% 6.6Z 7.31 7.32 7.21 7.21 7.n 7.21 7 . 1  7.0Z 7.1Z 7.11 7.OZ C.9Z &.BZ 6.Z 6.11 20.22 



No. OF Lm ~ I W 6  
LOM SIZE C S400,OQO: 11.9 14.3 17.6 26.9 15.5 20.5 20.9 21.9 19.9 22.0 26.0 27.5 25.3 26.5 27.6 27.5 27.7 23.1 3 . 8  8 . 3  



' i )  

111) 

I V )  

V) 

VI f 

Lj Rqiacen~ent of the 4 . l . D .  loan starts 1,) vear 1Ct  and 15 C I ~ U ; ) ~  

La the amount or principal repaid to F.1.i~. each year 

Terms nf the Loans 

A? A.I.D. l o a n :  20 years, 10  years ?race on princioal 
Other long-+.erm loans: 20 years, 10 years grace on prir.c:loal 
Ot.her loans: Short-term revolving 

F) Interest Ratez: 

A.I.D. Loan: 
Other long-term loans: 
Other loans: 
T3 For rowers: 
Risk Minimization Fund: 

Capit-a1 ization of Special Acct.: 5% (Equivalent to 5% nf +-he P. I.D. l ~ a n  per year: 

Cash On Hand: S 100, UOO 

Depreciation of Fixed assets: lOX/yr. 

Amortization of  Initial 
Organizational Expenses: 



J R,a@ I ~ e b t  Reserves: 

4 . 3  IGormal: 1.0% 
(% of new loans made each year) 

B )  Extraordina-v: 2% 
4 %  af yearly loan ~ o r t f o l i o )  

(5% af  the A. 1 . D .  ol.-+z 1:~r.t > ~ ; 1 ~ ' 5  E:: tra ' - - . r? ir~+-y  l a c :  F ~ i i '  ?c:e-..: 
i s  used t-c! caplt3lize the 3cc~unt!. 

A! Normal: 1. CKL 
!% of new loarts msde each yr) 

E) Extraordinary: 1.0%. Note: If bad debts " x c ~ e d  =hat has been set aside in the 
(% of new loans made each yr) Reserve for Extraordinary Lad D e b i .  the remaining bad 

debt is charged t o  Normal Bad Debt Expense. 

~Clnleiny feea: Upfront charge of 2% oF t.he value o f  half of  +-he new loans made every year. 

i Qprrat ing Expenses: Increase at 10% per year.1 

Dividends: 

Share of EDFC B AID: 

T 3 x  on cnrp. capital: 

Tax on Paid-in capital: 

Windfall: 

None in the initial 3 years; then 60% of "Net Income Qfter Taxes" 
if this line item is positive 

Pad debt is initially charged t o  the Rgserve For Normal Bad Debt. 
Bad Debt in excess of funds available in the Reserve for Normal Pad Debt 
shall be charged t c  the "Special~Account Earmarkee For Extraordinary Bad 
Debt" which consists of last year's Reserve for Extraordinary Bad Debt and 
5% o f  the current year's k.1.D. :=an. nfteP this write-uf f .  'he residual 
funds in the Special k c r o ~ ~ n t  will be zredited t c ~  the " F ~ c e r - , e  For E::traordina-) 
Bad Dpbtc w h ~ r h  will h e  malnt-ainad at 2% of the n ~ t  ?can por-tfalio r o r  t h s t  yr. 
Ony residual rew-ining i~ the Special kcaunt after all expenses. shall be 
b e  shared equally Gstween A. I. D. and the EDFC. 

According t o  the Penamanjan tz::  cod^: 

Amount (8000) Tax Rate 
O t o  30 20% 
30 t o  100 3rj% 
100 t a  500 45% 
500 and up 50% 

Per Panamanian l a w .  there is a 1% tar on corpcraSe capital. 
The minimum is '610 and the maximum $X).000. 

Per Panamanian law, there is s. 2.5% tax Ori pzid-in capital. 
Thr maximum is %iZ,50Q/yr. 

Amount of monay that A.I.D. receives in ercess of the 5% interest p a t e .  
It is calculated as a percent o f  +-he ou+-s!.ai?dirlq A . 1 . E .  ?u?n. 



PROFMHlll BAiMCE SWET FOR T4E F!NANCIEER OE EIPiIRTLKIOUES,S.L. W Q ' s i  - --- 
YEW I 2 T 4 5 6 7 0 o !0 A .  9 :  . - i i  :a .- -.  2; . - ' z  16 17 ? C 

A- 
. - . - 

dS5ETS 
CASH 100 100 100 100 100 100 100 100 180 0 1100 I 0  1M) 1M) 100 IM lC4 !N !W 1 s  
@UTE-TRNDING LMW PORT~OLIO 4,80: 10,671 16,185 23,604 23,813 24,181 24,483 24,789 25,086 25,399 27,743 30,007 M,?17 31,254 31,586 31.997 52,222 32,531 3i1E7 R.P 
LESS RESERVE F I  NORIIfiL BAD DEBT 47 57 70 107 61 81 82 ah 78 86 :85 IGb 76 102 lC& 105 1s 107 la3 % 
L E S S S E S E R V E F i I T 4 ~ 0 R ~ B A O O E B T  15 !96 316 4Ll 467 473 478 8 t h  8% 49b 512 515 6C4 b ! !  t.!; Q4 6 3  f f b  iC 
NET L O N  P U R W I L I D  -- 

4,740 19,418 15,800 23,036 23,335 Z , b B  21,CZT Z4.2lq 24,5!8 24,317 :',:it. t3.7" :.:.215 3,501 5G.Bi3 3!.1iF 31 ,W 3!.7E Z.07 x.G? 

E T  WRT4 
CWiTL 2,500 3.500 4,000 4 5  4,500 4.5W 4,500 4,500 4,500 4,500 4,500 5 4,330 4.503 4 ,  4,ZX 4.599 4 , W  4,%'@ 
QETAIED EWIIIWGS (36) 128 430 706 905 1,259 i.551 1.859 2,128 2,417 2,Mb 2,591 3,515 1,441 S.Pb5 2 a,= 69,177 5.52; 

iOTilL NET WRTH 2,470 3,628 4,490 5,206 5,485 5,768 5,053 6,335 C1628 6,917 7,196 7,493 7,015 4 B,U3 6,779 , , 9 . 6 7  12.SX 



OTHER EWENSES 
OPEkATIWG 
N W 4 L  BAD DEBT 
SPECIAL ACCOUNT 
DEPDECIPTION 
PIlORTIZbTION 

TOTllL EXPEhSES 

SURPLUS FUNDS RETAIKU BY F I E 9  3 0 136 243 417 407 406 4 t r  400 404 375 358 SX. 2S3 210 097 15: 102 5! 322 

IKOK BEFORE TAXES 3 314 702 1,059 1 ,  1,392 1,403 1,412 1,423 , a  r , nc  1 . 1 ~  1,591 :,m I,P~ I,~F 1,54 1 , m  ],ti !.GI 
141 -,: 1 123 308 487 9 5  653 659 663 669 669 644 6 1  A2 762 sZC 7P .. 2 &?2 
T l I  ON C(lP0RITE W 1 T 9  20 24 20 2 0 .  20 20 ZC 20 20 20 20 3 ?G ;p :C ..a -., . .. -. 23 x 

I i G 1  ON P6IO-IN CIIPITA! !3 13 13 13 13 13 I? i? l! 13 15 : - !: !? 13 - t i  - i3 . -. 13 a- - 2  $7 

NET IIiEDME PFTER TIIES 1301 158 1 540 669 7@6 712 716 722 722 698 712 Eb El5 El 7W F 2  E? 724 hc 
g DIVIDENDS 0 0 0 324 419 424 127 430 433 433 419 4 4a3 13 MZ 4 3  rat 4% GI 5:; 

PETIIWEF EARllIN65 130) !58 361 216 279 203 285 287 209 289 279 Z V  - x 2  Z h  X 2  j i j  3 TDi Ei9 ZG -------------------------------------------------------------------------- ------------------ ---------------------------- ---------------------------------------------------------------------------===------------------------------------------------------------------.------------------------ 
USE5 JF iMD5 SET 451f.E FD(i ElT94ECiWY EiC OST 

--------------------------------------------------------------------------------------------------- ---- 
SFECIAL RCCT EllAllARKD FGFi 63 253 658 1,053 1,36! 1,367 1,373 1,37e i,384 1,3W 1,396 ! , 3 3  1,341 1,279 1,Ei I,!Z I,= 947 552 ?5 

EITRRWDIN4RY BAD DEBT 
EXTRWPDIWW BAD DEBT EXPENSE 47 57 70 lC7 61 81 02 Rb 78 86 135 lC6 FB 1CZ 136 105 iP5 13: 1 1 F  
RESFRVEFi lRElTRQ0RDIYSf iYb l )DbEG~ 15 196 316 161 467 4 47E 181 493 4% 512 553 601 t11 517 521 G O  T C  CLt G 

TOTbL PbVlKNT TO A.I.D. 6: 234 599 W 0  1,317 1,307 1,306 1 3  1 ,  1,3C4 1.275 i.167 ! ?5? 8:1 ;pi 568 a:? :q? 

FINlWCIlY RNIOS FOR WE FIYANCIW9 BE EIPORTKIMS, %A. 
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PANAMA fl. PANAMA 

Mr. Marcos Fernhdez 
General Manager 
BANCO DISA, S. A. 
Panama City 
Republic of Panama 

Dear Mr. ~ern6ndezs 

We reflar to our conversation regarding the different 
business entities and organizational arrangements which 
could be used for the purpose of investing and managing 
certain funds to be provided by the Agency for 
International Development ("AID") togpether with some 
private investors, with the purpose of offering loans and 
other related financial arrangements to the industrial 
sector in Panama. It is our understanding that the AID 
has offered, in principle, a long term loan of up to 
~~$18,000,000 provided privat.e investors are wi! 7ing to 
put up to ~~$4,000,000 in risk capital. 

Considering the above, it appears to us that there 
are three different mattars to be considered, to witr 

* Type of business entity; 
* Form of business organization; and 
* Management arrangements. 

Type of business entity: 

The Panamanian commercial legislation allows 
fox the establishment of several type: of 
business entities, to wit: Sociedades Anonirnas 
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("c~rporations"), Sociedades de Responsabilidad 
Limitada ("limited companies"), Sociedades en 
Comandita ("partnerships"), etc. However, almost 
all business activities in Panama are carried out 
through Sociedades ~n6nimas ("corporations " )  , 
organized under Law 32 of 1927. Thitr is due to 
tho fact that its ownership participation is 
represented by shares which may be freely 
transferred, and, further, because organizing s. 
corporation, as well as managing it, is a 
relatively simple matter. Consequently, it seems 
to us that the legal vehicle more convenient for 
invesking the fund is a Sociedad ~n6nima. 

2. Form of business orqanization: 

The proposed activity to be carried out, that 
of making loam to the industrial private 
sectors, is a commercial activity under 
Panamanian law and as  such requires the 
appropriate license. This license could be of 
three different typest 

Bank License 
"Financiera" License 
General Commercial License 

a) Bank Licenset 

The banking license is issued only to 
entities which intend tc obtain funds from 
the public through deposits or otherwise, and 
to lend such funds at its own risk. Since in 
the present case the corporation will not 
receive deposits from the public, it will not 
require a banking license. 
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Law 69 of 1978 definea a "financiers" as 
a corporation which makes personal loans 
which in turn are defined as loans to finance 
the acquisition of personal assets. 
Consequently, the proposed corporation does 
not fall under the definition of 
Yinanciera", and therefore, may not operate 
under this type 'of license. 

c) General Commercial License, 

In view of the above, the proposed 
corporation will only need a commercial 
license in order to engage in the proposed 
activity of makiilg loans to the industrial 
private sector. 

3. Management arrangements: 

With respect to the management of the funds, 
the corporation could establish its own 
managerial staff or czui.4 entrust same to a third 
party through a trust or some other type of 
contractual arrangement. However, since a trust 
would actually entail that the private investor 
will relinquish all authority as to whom and how 
the loans would* be made, this alternative will be 
most probably objected by them. On the other 
hand, it could be of interest t.o all involved 
that a third party, probably a bank, be charged 
with the day-to-day responsibility of making 
collections and keeping record of the 
transactions, rather than hiring an staff to 
carry out this matters. However, this would be 
mostly a commercial decision and not a legal one. 
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We have made a brief annlvsis in very general terms 
of the different altermtives for investing and managing 
the funds and have given certain ~ruggestiona when they 
seem appropiate. Howcver, we are sure that additional 
questions will be raised and that further explanations 
will be needed on these matters, therefore, we remain at 
your service for any further consultation. 

Ymrs very truly, 

GALINDO, A H A 9  & LOPEZ 
\ I 
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June llth, 1986 

Mr. Marco ~srn6ndez 
General Manager 
BANCO DISA, S. A. 
Panama City, Panama 

Dear Mr. ~ernsndezt 

We refer to our letter of December 15th, 1985 and to our 
recent conversation on the establishment of a corporation to 
provide financing to the export sector of Panama, which 
corporation would be funded through risk capital from the 
private sector and a loan from the Agency for International 
Development (AID). Particularly, we refer to the form of 
business organization, that is, type of license, that said 
corporation should operate under. 

It is oc : understanding that the proposed corporation will 
not engage in general banking business and that, particularly, 
it will not accept deposits from the public. In view of this, 
it seems to us unnecessary for the corporation to operate under 
a banking license. However, it will be necessary for the 
corporation to obtain a general commercial license under which 
to carry on its commercial activities. Even though this would 
limit somewhat the type of activities that the corporation 
would carry, for exampler it would not be possible for it to 
issue commercial letters of credit since in the financial world 
this activity is reserved to banks, the corporation, by acting 
under a general commercial license will be able to conduct most 
of the business activities involving the financing of an export 
oriented industry, for example, making medium and long term 
loans, guaranteeing its obligations to suppliers or to 
financial institutions and investing in risk capital. In this 
last respect, we beg to point out that banks are limited by law 
on the amount of the resources that they may invest in risk 
capital, a limitation that does not apply to corporations 
operating under a general commercial licenses. 
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In view of the above, we are of the opinion that the 
proposed corporation should act under a general commercial 
license and not under a general banking license. 

Yours truly, 

W I N D O ,  ARIAS & LOPEZ ,".. 
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DE CENTRO AMERICA, S. A 

Ref: IAAC-008 

January 17 ,  1906 

M r .  Joaqdn Vallarino, Sr . 
EMBOTELUlDORA OOCA COIA DE PANAMA 
Apartado Postal 503 
P&& 9A, REPUBLXCA DE PANAMA . 
Dear Jake: 

I was pleased to  hear that you would be interested in discussing 
sane joint ventures w i t h  IAAD. We are quite interested in expanding our. 
operations in Panama, and may have funds to  do it w i t h  fairly soon. 
However, no matter what level of funding we may receive, it w i l l  not  be 
enough for the demand we already see i n  four Central American countries 
and Panama. W e  have always been frustrated in the past, and w i l l  be i n  
the future, by requests for financing for large projects whose needs are 
beyond our capacity to  meet. l[here is a limit t o  the amount we can 
provide any single boxrawer and we have country limits as well. 

We have, fran time to time, undertaken to participate in a portion 
of larger loans and have offered to try t o  locate the balance of the 
financing fran other .sources. We have rarely been successful in these 
undertakings. . comn?Jcial banks will not provide t e m  money and public 
institutions simply take too long nraking up their mind. We have done 
sane join financing w i t h  private financieras in Central America, but not 
a t  the level we really needed. 

The Financirra de Bprtaci6n would, I think, be an ideal 
institution to work with. Having worked wi th  you, and saw of your 
colleagues i n  this new capmy, in the past, I knw t h a t  your Financiera 
w i l l  make sound loans w i t h  -tent borrowers and once having acquired 
a l l  requisite information, w i l l  nvakc? rapid decisions. 

%e poten t ia l  project w i t h  Hershey sounds very interesting and 
seam to me t o  be just the sort of project that might require financing 
fran several lenders whose operating procedures are oanpatible. 

We are looking a t  sane projects in Panama, which w e  would like t o  
discuss w i t h  you w i t h i n  a month or so. 1 

IX - 1 

I2 CALLE 1-40 Z O N I  10 4' NlVEL APARTADO POSTAL 110-A TELErONOS blU1.317547 CABLE LAAOEVCO. GUATLM~LA. GUATEM*LA 



w .  Joaquh ~allarino 
Page No. 2 
J m u y  17, 1986 

DE: CE:NTRO AMERICA. A 

T am sure t h e  n m  financiers will be a great success arid we are 
looking forward to cooperating with you. 

Best xegarcls , 

T-- 
THocIp\s W. MOONEY 

w m s  

cc: Mr. Frank Skow~orlski - AID Missiun - Panama 



Until the advent of tho Rovolutiomry Government in 1968 Panama enjoyed 
a steady and rcambly satisfactory economic grawth. It is estimated that 
the average annual rate of growth from mid 1950 to 1968 was about 7 percent. 

The Revolutionary Government, which took power in 1968, believed that 
the pattern of past growth was dependant on import suhtituticn in 
manufacturing and income from the Panama Canal. In addition, it felt that the 
export of bananas could not be sustained ctnd believed that the distribution of 
inane in Panama was grossly distorted. Thus, it embarked on a strategy of 
infrastnlcture auppr ct and export expansion in order to create a surplus 
within the metropolitan area which would be invested in the rural areas to 
reduce poverty. 

In the period from 1969 to 1972, the plblic sector expanded rapidly. 
Large sums were invested in new airports, dams, roads and ports. Foreign 
owned utility companies were nationalized. Banana lands were purchased and 
major lard reform program was inaugurated. FWthermore, the Government 
undertook a large expansion of social services, particularly in health and 
education, covering all the rural population. 

Subsequently, in the period from 1972 to 1976, the main emphasis of 
Government policy was on self-sufficiency in basic agricultural products, 
direct engagement in productive activities and protection of the lawer incame 
groups through price control measures and laws safe-guarding the interests of 
labr. GOP entered directly into production activities by owning and 
operating banana l\lantations, sugar refineries, cement plants and citrus 
factories. 

tbwever, the expansion of social services, investment in infrastructure, 
and considerable loss in publicly awned productive enterprises put a heavy 
strain on Government finance. Cbincidentally, in this period, there was a 
slow d m  in world trade and a significant increase in the price of oil. 
These developents, combined with the unsettling effects of the Panama Canal 
negotiations a d  loss of confidence in the private sector because of direct 
Government involvement in production, price controls and labor legislation 
brought about a severe recessi.Cn which are still visible today. 

Private investment declined frcm 21 percent of GDP in 1974 to 8 percent 
in 1977. Real private investrent in housing and construction which had 
reached the peak of -170 million in 1974, deciined to -50 million in 1976 
and 1977. In spite of a gradual recovery in 1979, is still below the 1973 
figure. Private investment in capital goods dropped from ~~$112 million in 
1974 :o US$45 million in 1977. In the same period, gross capital formation 



declined by 35 percent. In tho four years from 1973 to 1977, annual growth of 
GDP was below 2 percent thereby resulting in a fall of per capita output. 
Unemployment on the national leva1 reached 16 percent and in certain areas, 25 
percent. 

In ordor to reverse this i~nfawurable trend, the Revolutionary 
Government, in 1976, embarked on a readjustment and reversal of its policies. 
In order to encourage private investment, it provided new incentives, banned 
strikes, froze collective bargaining and raised controlled prices. It was 
also decided not to further involve the Government in production but; to 
disengage, to the extent possible, from those industries under Government 
ownership. As a further stimulus to private investment, The National Finance 
Corporation (CUFINA) was established to provide equity as well as loans to the 
private sector. 

At present, the economic condition of Panama has somewhat improved. ?he 
growth of CDP in constant 1970 prices was 0.4 percent in 1983, -0.4 percent in 
1984 and 3.3 percent in 1985. Y Harevcr, overseas demand still remains 
weak. Private investors take a wait and see attitude. !lbwisrn is severely 
depressed and unemployment high. 

GOP's present policy is to encourage private investment in 
manufacturingr particularly in the labor intensive and export-oriented areas. 

DOElESTIC CREDIT BY THE CXNMEXIAL BANKING SYSTEM 

A. General 

Because of its central geographic location ancl favorable banking 
laws, P m m a  has rapidly developed into a major banking center of the world. 
There are 110 commercial banks in Panama, of which 70 are general license 
banks that can engage in offshore as well as domestic banking and 40 are 
international banks allawed to engage in business only outside of Panama. 
Alma t all the major banks of the world have a presence in Bnama. m e  unit 
of exchange in Panama is the U.S. dollar. Rmama does not have a central bank 
and imposes no restictions on the inflow and outflow of money. Up until 1982, 
the growth of the banking system in Panama was rapid both in the number of 
banks and assets. From 1982 to 1984, the number of banks stabilized and total 
assets of the banking system from ~ ~ $ 4 7 . 4  billion to ~~$37.3 
billion; a decline of 21.3 percent. 

?he bulk of the banking activities have taken place outdide of 
Panama. In December 1984, out of a total loan portfoli of ~~$23.2 billion, 9 ~~$3.7 billion or 15.9 percent was in domestic loans. , 

I3ata from Cbntraloria Ceneral de la &P\iblica. 



!l%o hulk of domstic bank lome is extended by seven banke which, 
in 1984, had atnut 60 percent of the market against the other 63 banke which 
provided the rcsnnining 40 prcent. 

Figure 1 shows the banks which have outstanding domestic loan 
balances of wer lB$100 million. 

With the exception af the BNP, which is owned by the Government of 
Panama and the &WCQ General, all other m jor banks are foreign owned. 

FIGURE 1 

CXXWERCIAL BANKS WITH -TIC IBAN m L I 0  
OF OVER US$100 MILLIW IN 1984 9 

(Millions of Ibllars) 

1) BNP 
2) Chase Manhattan 
3) Bank of America 
41 Citibank 
5) Banoo Ekterior 
6) Banco Fiduciar 
7) Banoo General 

Source - Peat, Marwick, Mitchell 6 Co. Balance Sheet of Banks Operating in 
Panama. 

_2/ Its domestic loan portfolio is principally in mortgages. 

C. Recourse to Foreign Savirrgs 

Because of the absence of restrictions on the movemo~lt of capital, 
absence of exchange risks and foreign deposits being substantially more than 
foreign loans, P- is in the enviable position of easy access to foreign 
savings for damestic loans. kom 1980-19851 foreign deposits were 47, 39, 42, 
53, 54. and 46 percent higher than foreign credits (See Fgperdix 1). Wing 
this same time period, domestic credits and deposits never varied by more than 
5 percent, except in 1984 when domestic credits exceeded domestic deposits by 
10 percent. 



'fie public sector has availed itself to e? much larger extant of 
foreign depsi ta  particularly from 1974 onwards. lhver, the utilization of 
foreign funds by the private sector has also been significant following the 
patten of the relationship of total credit to total deposits. From 1973 - 
1975r domestic credit wae over 60 percent more than domestic deposits. (In 
1974, credit was US$L. 2 billion, dopsi ta were ~ ~ $ 7 2 8  million) (Appendix 2). 
Only in 1980 was the situation reversed d in 1982 domestic credit Wa8 only 
3/4 of domestic deposits. The development reflects the recession in the 
economy of Panama and weak demand. Since 1983# domestic credits have exceedod 
domestic deposits. 

The annual growth of domestic credit in Panama was over 32 percent 
from 1970 to 1974. It dropped to 13 percent in 1975 and declined to 4 percent 
in 1978 when it started gradually increasing again to 24 percent in 1981. 
From 1982 to 1984r growth has been limited to 5-7 percent range. (Appendix 3) 

D. Sectoral Distributionof Credit 

The major portion of domestic credit in Panama is allocated to 
Commerce. I-bweverr its share, which from 1970 to 1973 was about 55 percent, 
has declined significantly and has been about 30 percent in the last few years. 

Housing assumed greater importance with a rise from 9 percent of 
total credit in 1970 to 19 percent in 1975. In the last few years, it has 
remained steady at about 17 percent. 

All through the period 1970 - 1982, the share of agriculture has 
remained constant at about 7 percent. Ibmestic credit for industry declined 
from 7 percent to 4 percent between 1970 an3 1973. It rose to 10 percent in 
1980 and declined to 7 percent in 1980. Fi~lly, credit to public entities 
has expanded rapidly from 3 percent in 1970, to 15 percent in 1975 and to 28 
percent in 1984. 

E. Specialized Financial Institutions For Develapnent Credit 

Outside the commercial banking system, there are four institution8 
(three public and one private), which have engaged in medium- and long-ten 
lending to manufacturing industries =A agriculture. lhese are ~rporaci6n 
Financiera Nacional (CBFINA) , Des~~rollo Industrial, S. A. (DISA) , Banca 
Industrial (the Industrial Lending Department of Banco Nacional de Panama) , 
and the Agricultural Developnent Bank (Banco de Desarrollo Pgropecuario m) . 

OOFINA is a wholly Govenunent-owned entity and was established 
in 1975 to perform the normal functions of a developmnt bank. -ever, it 
has fallen on hard timesr has a bad reputation in the banking and business 
community and has ceased all lending activities. 



Coti'INA wilfl not imnuna to accum t iono of outright: fnvorit-.~~~~~ 
WJ corruptim. The constitution of (XIFINA allowed for 8 Ward rrwmbera 
appointed by the Proeident of the RepubLic. m e  rnajority of the fkxlrd mwnbrs 
~ c r n  frca tha private sector. Ihe public sector was represented by the 
Minister of Crmmerco and Industry and the Canoral Manager of WJ? 

The operating policy approved by the Board allawed for, 
(a) Mnximum exposure of  US$^ million or 20 parcent of capital and reserves to 
one client inclusive of guarantees and equity1 (b) Up to 70 percent financing 
of total project cost and, in no cnso, more than 80 percent! (c) Equity 
participation in an enterprise up to 20 percent not to exceed 75 prcent of 
capital and reservwr (d) Ekpity participation in an enterprise not to exceed 
25 percent of that companies capital stocks. (e) 03FlNA'a debts, inclusive of 
guarantees, would not exceed 5 times its capital and reserves 

CDFINA was to concentrate on the financing needs of W i u m  and 
larye manufacturing industries. It would at first provide financing for cixed 
capital and invite the commercial banks to provide wxking capital. ?he rate 
of interest charged by ODFINAwas 13 percent plus a 1 percent management fee. 

The major sources of funds for ODFINAwere the GOP and the 
World Bank. USAID and commercial banks also participated to a lesser extent. 

At present CIDFINA is bankrupt and has essentially closed down. 

2. Industrial Bank of the Banm Nacional de Panama 

This bank finances small and medium size industries. ?he 
majority of its loam have maturities of over three years. Generally, 
repayment extends to 7 or 8 years and, contrary to the practice of the 
commercial banks which apply a fluctuating rate of interest based on LIBOR, 
the Industrial Bank charges a fixed rate of interest. 

The technical, economic and financial review of projects is 
carried out internally by the technical staff of the bank. Wever,the 
approach of the bank is far removed from the developnental financing 
approach. All loans are highly secured against other assets of the borrower. 
The average loan is about US$400,000, but loans of up to  US$^ million have 
been made. 

The Inter American Development Bank ( IDB) has been the major 
: ixrce of funds for the Industrial Bank. The relationship started in 1964 
with a loan of  US$^ million, four subsequent loans of US$S million, US$3 
millim, ~ ~ $ 1 2  million, and ~ ~ $ 1 5  million were granted in 1973, 1976, 1980, 
and 1983. IDi3 funds make up about 60 percent of the loans made by the 
Industrial Bank. 



U19A is a privntx inciustrinl credit inetitution founded in 
1964 by a group of prominent kl?imlaninn bueinesemen with an initial paid-ln 
capital of ~8$1 million. 'Ihe ljourca of funds for DIgA was USAID and US 
Export-Import Bank (D(JMBAM<). An initial UBAlD loan of ~$5.1 million to bc3 
repaid in 20 years baring an interest rate of 2 percent was supplementasd with 
a secmd loan of ~ $ 4  million with the maturity dl1 percent intereet. 
?he MTMBANK credit was for ~~$2.5 million. 

7 h  striking features of DISA operations are8 (a) A 
disproportionately large amount of DISA's credit was made to its major 
shareholderst (b) Because of a 9 percent ceiling impoeed by the Gavetnment on 
the rate of interest that DtSA could charge its sub-borrowera and with the 
increase 6"nterest rates an deposits, it reduced its loan portfolio and 
maintained larger deposits instead of making industrial loans. 

Between June 1.980 and 1982, the loan portfolio declined from 
~~$3.4 million to ~~$1.96 million. Chsh went up from ~~$3.1 million to UW.3 
million. Loarm repayable were reduced from U~$3.6 million to US$2.4 million. 
In the meantime stockholders equity increased from US$4 million to ~ S k 4 . 7  
million. 

it is reported that DISA wishes to again became active in 
industrial lending. The decline in interest ratee and the circumventions of 
the 9 percent ceiling by various charges (such as management fee, etc. ) could 
make industrial lending as profitable as maintaining deposits. 

Ihe Banco de Desarrollo Agropecuario (BM) was established in 
1973 by the Government of Panma to centralize all of their agricultural 
credit activities in one a u t m u s  institution under the policy guidance of 
the Minister of Agriculture. 'Ihe Bank was formed to provide crop f inance, 
development credit and technical assistance to small and medium size farmers 
and organized farmer groups (asentamientos, cooperativas) . 

B N  has 30 branch offices in the rural areas and a staff of 
900 made up of 50 professionals, 350 field technicians and 500 administrative 
and support personnel. 'his group serves the over 22,000 loans which the Bank 
has wtstanding. PJxxlt 90 percent of BI;IRloana are to emall farmers ranging 
from a few hundred to a few thousand dollars per one year. Larger loam 
(~~$30,000) are made only for livestock with maturities of up to 12 years. 
Interest varies between 11 to 13 percent. Taken in terms of the whole 
agricultural credit market, the number of loans made by BDh is greater than 
all of the private banks put together. In dollar terms, BRA'S shar~ of 
agricultural credit was 23 percent in 1982. In crop finance, Bill's 
participation represented over 50 percent of the funds lent when sugar cane 
and bananas were excluded. 



Uy 1982, tho rmk had rcueiwd ovar 31 n~i l l ion  clollnre in 
ctqitol contributions (~~$5.6 million in 1982) from tho COP. Iho other major 
eource of funcl~t of I D A  Imvo tmen tho ID13 which lent DDA a total of ~ ~ $ 7 5 . 7  
millimr -5 million of which wne provided in L981. 

me 1983 program called for 36 million dollars in l m s  (down 
27 percent from 1982), and no capital contribution from the COP. Efforts will 
continue to increase the individual farmer client base and to strengthon basic 
field servicea . 

In summary, the commmcial banks have more foreign funds on depcsit than 
foreign loam outstanding. ~mnestically, loans exceed deposits by 
approximately 5 percent [(Sept. 1985 figure). "lhus, banks do have excess 
liquidity lxlt it is of a ~'nort-ten nature. In addition, they are attempting 
to match bheir Pantu~nian assets and liabilities in order to reduce their 
country exposure. C2-d.y the Industrial Bank of the BNP and the BDA currently 
offer medium- and long-term credit. 

The BDA focusses primarily on basic agricultural lending and the 
Industrial Bank requires a large m u n t  of collateral to cover any outstanding 
loan. lhus, true developnental lending for the manufacturing and processing 
sectors of the Panamanian economy does not exiat. If such lending could be 
provided, it would assist in stimulating growth in the abovemenciomd areas. 



CREDIT AM) DEWBIT BY THE W I N G  SYSTEM 1980 - 1985 
(In millions of 8ollare')- 

C r e d i t 6  o s i t e  
Year - Zbta l  lhmstic Fbreiqn Ebreign 

: Sourcer National Banking Canmission 



DCMESITIC CWBIT AND DEMBITS BY PRIVATE 
AND PUBLIC EEClDRS 1970-1985 

(in millione of dollars 

.Source: National Banking Qmmission 



brig %m IWmical Assistance 

Job Description - -tract Advieor 

bur year position to be located in Panama City, !?amma. 

A professiaral banker is required with extemive experience in 
develapmental lading ard project appraisal. Leadership ability and permnal 
characteristice to work effectively with colleaguoe in performing adviaory 
functicm for FIDESA. Ten or mre years of professional banking experience in 
an international setting involving develagnent finance. 

3. Duties 

The main responsibilities of the Cbntract Advisor' will includer 

Assisting the Managing Director of FXDESA in the planning and 
implementation of the Roje&. n?is incldes providing guidance 
to other FIDESA employees and carrying out analysis of the 
overall aspects of tAe project, evaluating results, and when 
required, assisting in reformulating project crmponents. 

Serving as the principle advisor to the Managing Director of 
FIDESA in all banking activj. ties. 

Assisting in project structuring and loan evaluation. 

Assisting in identifying potential new export areas for FIDESA 
involvement. 

Assisting in identifying and placing FIDESA employees in 
short-term training oourses in the Ulited States. 

Serving as the professianal link between the F I D m  Board of 
Directors and USAID management. 

Facilitating the flaw of information between F I D W  officials 
atd potential borrw.=s. 



General &wager 

Lou, C Investment Officer 
(General ) 

Loan C Investment Officer 
(Agribusiness Specialty) 

Operations 6 Administratior 
Officer 

T R A I N I N G  P L A N  
(Estimated Training Dates) 

1 9 8 7  
Jan Feb liar Apr b y  Jun Ju? Aug Sept C:: Mov Oec 

W E X  X I V  
Page 1 o i  2 

1 9  8 9 
Jan Feb nar A F r  nab Jun Jul %g. SEot - at EM C 

(1) Haruard: Investment Appralaal t f4anagemer.t 

(2) World Bank; Oerzlopment Lenainq 

(3) American Bankers Assoc.; internal Controls 

(4) Rmerican Bankers Assoc.; Credit Policies 

(5) Hatward; Strategic Planning 
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