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I. BACKGROUND

This report builds on the work of Jorge Segura in Febri.ary 1988, and of
this writer in April 1988. The two consultants concluded that
privatization was viable in El Salvador. and recommended that the AID
Mission help in developing a limited divestiture program within
CORSAIN. Their reports recommended helping CORSAIN to deve=lop in-house
capability to handle the various phases of divestiture. In additon.
thev recommended providing specific technical help in marketing 5
targeted commercial enterprises. It was envisioned that the AID Mission
would provide the periodic services of an advisor and that, throuah his
intermediaryv, the required technical experts would be recruited as
needed.

I1. SCOFE _OF WORE

1. Determine the proagress achieved thus far, reviewing:
—the number of properties tendered:
-the number of expressions of interest received;
—the price proposals submitted in relation to CORSAIN’s base prices
—the preparation of company profiles for the five companies
originallyv owned bv GOES.

2. Analvze the operational procedures for private placement of GOES
properties including approval requirements, asset valuation. level
of competition and disclosure.

3. Review the priorities of CORSAIN ‘s current divestiture plan with
respect to the attainment of a good mix of "easv" and "hard"-to-sell
properties.

4. Present an action plan covering specific experts to be contracted

and the dates for execution of assignments.

ITI. EXECUTIVE SUMMARY

Since the beginning of the vear, CORSAIN has sold 1| of its 5 wholly
owned companies (Centro Grafico), leased a major part of the tuna port
complex, sold one tuna fishing boat and leased the other. paid off hal+¥
the workers at Textilera [ralco preparatory to disposing of its assets,
and put the Hotel Fresidente up for sale.

0f its 23 properties. 17 became authorized for sale and were publicly
advertised. 3 were sold and one sale is being transacted. The 5
co—-participations were rnot touched. Prices received were agenerallv
above the valuations.

CORSAIN's management aroup has shown dedication to its divestiture
program, a strong sense of purpose and considerable flexibilitv. Thev
have made much progress, and along the way, have taken large strides to
cut back the subsidies that have so drained the companv of financial
resources which are needed to prepare assets for sale. Results have
been achieved under difficult circumstances -political, economic and



financial- and without timelv access to needed financial and technical
resources. They have oot the train out of the station.

But much has been accomplished through improvisation. In order to gain
momentum and remain surely on the tracks, CORSAIN needs assistance. In
this regard, the situation does not differ materially from that
diagnosed and prescribed for in our April 30 report. Exhibit &
reproduces the executive summary of that report.

Speaking generally, CORSAIN‘s most pressing need is to get help in
valuing, marketing and financially packaging the Hotel Presidente. A
second need is to obtain financial resources to resume paving off the
remaining workers at IZALCO.

CORSAIN also needs to do a few other things: It needs to do something
different about selling its properties; and fairly soon it needs to get
expert advice and assistance on the divestitures of IZALCO and INJIEOA,
and in administering the port complex at La Union. Moreover, at the
same time there is a basic need to strenathen the capacity to plan and
implement the divestiture program.

The learninag curve will be too long and steep, and the job too biag for
CORSAIN ‘s management team to adopt an on-the-job training approach in

finding out what works and doesn’'t work, and in planning for a steady

flow of divestitures.

The recommended actions are:

CORSAIN should:

1. Obtain expert help, before vear end 1988, to place a commercial
value on, and develop a marketing and promotion plan for the Hotel
Presidente. The assistance should include professional preparation of a
profile in Enalish, and later, help in structuring the finances of a
sale.

2. Arrange financing of 3.5 million colones, preferable before
Christmas. to finish paving off the Textilera IZALCO work force. In
addition. CORSAIN should provide an equipment list and preliminary
profile to J. J. Boroatti (JJB) in New York for his use in contacting
experts and.or potential investors to come down and have a look at
IZALCO.

3. Send sugar samples to Tootcie Roll Industries and invite a senior
representative of the companvy to come down to see the INJIBOA
installations and discuss a possible relationship. Assuming a favorable
reaction., CORSAIN should request the Government to liberalize its
policies as they affect sugar pricing and marketing. so that INJIEOA
could be sold to a group composed of workers, management, growers, plus
local and foreiagn investors.

4. Strengthen its abilitv to plan and implement divestiture programs

specifically by:
—getting out to find out first hand how others in the region have
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dealt with the same problems. At least., the President and one of his
senior managers should plan for a no-later-than February trip to
Honduras and Costa Rica.

—obtain the services of a manager who will, first of all, help
revise the divestiture program so that priorities are assiagned, and
realistic objectives, schedules and financial plans are set.

Secondly, this person will act to coordinate liaison with the
various entities on which CORSAIN depends, including AID, Ministries
of Hacienda and Justicia (the curriculum of a possible candidate is
enclosed as Exhibit 7).

S. Prepare a write-up on the Fort, for translation into English, which
describes what the Fort complex consists of, how much product is or
shortly will be caught, and other pertinent information especially
cencerning the arrangements with Jose Pascual.

6. Obtain the services of a consultant to look over the arranaements
with Jose Pascual, and also to look at the whole complex from a port

authority approach. and make recommendations as to where CORSAIN should
ao from here.

7. Revise the policv and strategy concerning property sales to permit
recourse to real estate brokers.

AID should:

1. Provide the fundina for contracting the liaison/program manager
Person to work with CORSAIN's sales committee, under the direction of
the President.

2. Help CORSAIN follow throuah on the leads developed during this

assignment and to line up the required experts by contracting with JJB
to do the followinag:

HOTEL PRESIDENTE
— contact the 2 Miami hotel consulting firms to ascertain
their abilitv to get some one down in mid-December to do a
quick feasibility study on what the hotel is worth and how
it should be marketed, and transmit the information to
CORSAIN/AID as soon as possible

— follow through in late January to work with CORSAIN on the
financial mechanism of the sale

TEXTILERA 1ZALCO
— upon return to New York, contact LIDA manufacturing, and
through them, the two New York tabric companies recommended
by Connolly o White Knight Industries to find names of
people qualified to come down and estimate the worth of
IZALCO and what to do with it.
— contact Z Guatemalan manufacturers, Habie and Russ. to
attempt to interest them in coming over to see the place.

INJIBOA
- take samples of currently produced sugar as well as the
two-vear old stock, and deliver them to Tootsie Roll
_3_



— phone the Chairman of Tootsie on Mov. 3@ and discuss a possible
involvement not only as a buyer but as a possible equity holder.
If positive, arrance for the Vice Preeident, Press, to visit El
Salvador in Decembe=r when he goes to Guatemala.

COMPLEJO FPORTUARIO
— arrange for the services of a person to come down in late
January to advise on port administration

FOREST RESERVES
— re La Trinidad (1@5 manzanas) which has been categorized as a
forestry reserve by the Government, put CORSAIN in touch with the
Nature Conservancy people in the U.S. with the idea of working out
a donation program by firms holding Salvadoran debt or having
unrepatriated funds in El Salvador.

FROFERTY SALES
= investigate the possibility of contracting someone from U.S.
government property sales to come down and review CORSAIN's
program. The thought is that selling government properties is not
the same as simple commer-cial selling; they are surrounded with
safeguards and procedures that, to the uninitiated, inhibit deal
making. The people who know how to do this well are from the U.S.
government whose job it is tg dispose of government property
advantageously yet without impropriety. U.S. government property
selling is a major business.

3. Contract with a consultant to provide advisory services to CORSAIN
over a 4-6 month period involving spending on average 1 week per month
in El Salvador plus 2-3 days per month in the U.S. making contacts.

4. Consider whether it could help CORSAIN with funding to pay worker
indemnizations. The idea would be a rotating fund, replenished with
cash from CORSAIN divestitures. Included as Exhibit 8 is a write—-up

done for the Honduras privatization program which featured a severance
pavy fund.

S. Revise its mandate to the CORSAIN Froject Manager so that he is a
full member of the CORSAIN divestiture team, maintaining close contact,
and taking part with them in their sales committee deliberations.

6. Make arrangements. and stand the cost, for CORSAIN's management

travel to Honduras and Costa Rica for latest mid-February.

IV. ACTIVITIES DURING ASSIGNMENT

REVIEWED THE FOLLOWING DOCUMENTS:

* The file of sssets announced for sale, responses received, and sales
approved.

* CORSAIN Divestiture Frogram for 1988

CORSAIN Financial Statements as of September 30, 1988

* Profile and Terms of Reference for Hotel Fresidente

*



* Briefinag Book on progress of divestitures which was used to brief

the Governors of CORSAIN and the Minister of the Presidency on
9/7/88

* Pre-feasibility Study of INJIBOA sale to workers, growers &
INAZUCAR, bv RODA 8/1/88.

INTERVIEWED THE FOLLOWING PERSONS:

Lic. Oscar Reves, Assistant to the Minister of Planning
S. Stephenson, Head of Frivate Sector Office, AID missien
E. Altschul, Assistant to S. Stephenson
Julio Rivas G., President of CORSAIN
Lic. Zonia F. de Lievano, Gerente Industrial, CORSAIN
Lic. Rafael Rodriguez Loucel , Governor of CORSAIN
Lic. N. Villaroel, CORSAIN Marketing Manager
Lic. E. Miranda, Manager, JIBOA

Xk ok kK K K K

PARTICIPATED IN THE FOLLOWING MEETINGS:

* Three meetinas of the CORSAIN Technical Sales Committee
(composed of: LIc. J. Rivas, Pres.: Licda. Z. Lievano, Industry
Manager Secretary, Lic. Cartagena, Vice Pres.; Lic. Turcios,
Financial Manager.

Two progress review meetings with J. Rivas % E. Altschul

One progress Meeting with 0. Reyes & E. Al tschul

Meeting of the Board of Governors of CORSAIN

Meeting of Eoard Of Directors of JIBOA sugar mill

X Kk * Xk

V. ANALYSIS OF CORSAIN'S FROGRESS TO _DATE

GENERAL ACCOMFL ISHMENTS

Since the beginning of the vear, CORSAIN has sold 1| of its 5 whollv
owned companies (Centro Grafico), leased a major part of the tuna port
complex, sold one tuna fishing boat and leas=d the other, paid off half
the workers at Textilera Izalco Preparatory to disposing of its assets,
and put the Hotel Fresidente up for sale.

Of its 23 properties, 17 became authorized for sale and were publicly
advertised, 3 were sold and one sale is being transacted. The S
co-participations were not touched. Prices received were generally
above the valuations.

In financial terms, CORSAIN is in a break even position. A significant

cash flow from the Hotel Presidente has been offset by subsidies mainly
to Textilera Izalco.

CORSAINS ‘s exposure is estimated to have been reduced by some 19.5
million colones to 272.2 million (U.5. 1.0 = 5 colones); summarized as
follows (see Exhibit 1 for detailed listing):

JAN. 1988 NOV. 1988



LAMOUNTS IN COLONES MILLIONS] NO. AMOUNT NQ. AMOUNT
Properties 23 13.8 2@ 11.0
Whollv owned companies S 242.3 S 225.6
Co-participations in companies S 353.7 S 35.7

COMPARISON OF RESULTS VS EXPECTATIONS

CORSAIN had planned to have sold by this time some 16 properties
sold or leased all 5 of the whollv owned companies. 0Of course. these
were very preliminary estimates by a newly installed management team.
At any rate., the shortfall in sales is discussed group by group in the
following section.

y and

VI. DISCUSSION OF MAJOR ITEMS IN FORTFOLIO

Notes from meetings in CORSAIN which took
are included as Exhibits 2 and 3,
some background detail on
to divest it.

Place during this assignment
in order to provide the flavor and
the portfolio as well as on CORSAIN's efforts

THE FIVE WHOLLY OWNED COMPANIES:

1. CEMNTRO GRAFICO - The company was able to find a buyer for this
printing company, which was perhaps the easiest to sell. The plant was
rented to the buyver until he could arrange the financinga. The sale was

closed for 2.6 million colones., which compares with a book value of 1.7
million.

Completion of the transaction involves getting the property registered
in CORSAIN's name before it can be transferred to the buver: and that
requires considerable follow-up with the Ministry of Justice.

2. COMPLEJO FESQUERO - CORSAIN appears to have extricated itself from a
losing arrangement with a Venezuelan tuna aroup and to have made
important progress in commercializing this tuna port complex which is
their most important investment (137 million colones). In the process,
thev have had to rescue the two boats from seizure in Panama. This
important step, is one that could eventually provide a steady cash flow
(CORSAIN is currently more-or-less on a cash break even basis). Jose

Pascual, an important Spanish
three in tuna world-wide, has
dollars, of which 1.8 million
of the boat in Panama and the
four vears. The other boat is
Fanamanian authorities.
purchase. In addition the

Much more remains to be done to develop this port complex.
neecd to lease out the ice making facilitv,

company, reported to be among the top
bought one boat outright for 3.8 million
was paid in advance to permit liberation
remainder pavable 500,000 per vear over
to be rented. once liberated from the

to this same companv, with an option to

Spaniards have rented the refriageration
chambers for 125.000 dollars per vear.

- additional one million dollars in port

and have committed to spend an
improvementc.

There is a
and the ship repair vard,
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add complementary facilities to service ships and crews, and create a
new organization to administer the whole complex. CORSAIN has no
experience in organizing and administering a port authority, and will
need help in doing it. Also, they will need assistance in planning how
to supervise the lease agreement with Pascual. )

3. TEXTILERA IZALCO - CORSAIN began paying off the workers in I1ZALCO
which was costing them 800,000 colones per month in subsidies, and was
virtually unsaleable until the swollen payroll with its severance
liability was eliminated. Of the 600 workers, 300 have been paid off at
a cost of 3 million colones. Another 3.5 million are needed to finish
the job. As CORSAIN is put of cash, until new funding is received, the
program will have to be suspended.

The strategy for divesting Textilera IZALCO is that the parts are worth
more than the whole, and so the idea at the moment is to break it up
into its parts and to sell the lands —some as farms, some for urban
housing, as the case may be; sell the repair machinery as a unit to
someone in the machine/vehicle repair business; and sell the unuseable
machinery as scrap or to another mill for replacement parts: sell the
recreation facilities (swimming pool etc.) to a bank or other
institution seeking recreation facilities.

CORSAIN will need to determine if the thread making and/or denim making
machinery can be kept together as a unit, sold as a unit, or otherwise
scrapped. The notes in Exhibit 9 contain a discussion of the next steps
in this regard.

4. HOTEL FRESIDENTE - The hotel has been advertised for sale, and bids
are to be opened January 18, 1989. Meanwhile, a valuation is to be
conducted by a 3 person committee, one from CORSAIN, and 2 from the
Ministry of Hacienda (1 each +rom property reqister and internal
revenue) none of whom could be said to be versed in commercial
valuation on a going concern basis. Shortly, ads are to be placed in
Central American newspapers plus the Wall Street Journal, and attempts
will be made to reach Asian and European investors.

The profile needs to be translated into English and expanded to include
data on occupancy, costs per room, cash flow etc. (see Exhibit 6 for
details). CORSAIN recognizes the need to get help in this task as well
as in valuina, marketing and financially packaging the hotel. But it is
working within a tight time frame with limited resources.

The January 18 date is a constraint. While it would be prudent to do it
right and not hurry, the fact is that CORSAIN once before postponed the
sales date of the hotel, after already having offers in hand, and this

caused a credibility problem.

2. INJIBOA —~ The study commissioned to look into the creation of a
mixed capital company concluded that projected cash flow would be
insufficient to provide funds for the workers and arowers to pay back
the obligations which they would assume. Therefore, the idea was
dropped, and nothing further was done with INJIBOA.

This writer felt that the valuation of INJIBOA at S0-6@ million colones
was far too high for this money losing company. INJIBOA requires
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additional capital investment. inouts of more and better cane., and a
liberation of price controls to berome nrofitahle.

At any rate. durinao thic acci nomant rantart wacs mada with Tootsie Roll
Industries of the U.8. whn chnwed interect in a Yona term contract for
refined (as well as nlantatinn white) sunar. including the purchase of
the 26,000 qq of refined suoar which has been stored (and
deteriorating) for the past two vears in a dispute between INJIBOA and
INAZUCAR. In addition. discussions were held with local officials
concerning liberalization of policies which would have the effect of
keeping INAZUCAR out of INJJBDA's ownership, and of permitting INJIBOA
to market its own suqgar directly. Sugar does not carry the political
baggage that coffee does. Moreover, INJIBOA was never part of the
agrarian reform program. On this basis, the thought was advanced that
liberalization of policies affecting INJIBOA would be feasible. The
memo in Exhibit 4 explains this in more detail.

THE REAL ESTATE PROPERTIES

Previously, no property titles had been transferred to CORSAIN, but
during the April visit 6 were received. and since then 13 more were
obtained, so that now 19 propertvy titles have been secured and 19
permissions to sell obtained from the Ministry of Hacienda. Of these,
15 have been offered for sale. Thus, the intention to divest is
evident. if not the result.

Monetheless, the number of responses received was only 14. That more
responses were not received was, in our opinion, due to a number of
factors. One is the difficult local environment —-troubled ecuonomically
and politically. Another is the competition from the savings and loan
associations which finance the whole package, land plus construction.
Also, CORSAIN’'s properties have not vet been advertised extensively.
Price does not seem to have been a factor as the ads have not mentioned
the selling price.

Without going into a market survey, our impression is that property
sales are going to take a much stronger effort, with more resources,
than CORSAIN now contemplates.

CORSAIN's latest Ploy is to offer the properties first to Government
agencies, before going public again. The idea is to go where the money
is, to the pension/savings funds of 4 agencies: IPSFA -the armed forced
pension institute; IS5SS —private sector and autonomous agencies pension
institute; INFEP —-government employees pension institute; and FSV
—government housing institute. The tactic is to make special promotions
to these institutes as they not only finance the houses of their
members, but also buy land and put up houses, on speculation, for sale
to their members.

THE 5 _CO-PARTNERSHIPS

The decision continues to be to keep these on the back burner,
therefore, there has been no action toward divesture. Pertinent figures
are as follows (see Exhibit 10 for more details):



CORSAIN PER CENT BOOK VALUE

(000 'S COLONES) INVESTMENT  PARTICFATN OF INVESMTENT
INSINCA [11 31,000 507 24,000
CONELCA 4,000 237, 5,750
IMACASA 200 3% 360
QUALITY FOODS 500 5% 350
CEMENTOS MAYA 5 187 (NEGATIVE)

£11 Owes 3.4 million colones in dividends to CORSAIN

FROCEDURES FOR FRIVATE PLACEMENT

This consultant was asked specificallv to look into CORSAIN's
practices.

There has been one private nltarement tn date: the sale of the property
Colonia Dolores. located in a maroinal area. The property was carried
on CORSAIN‘s books for 39.000 colones and was sold for 60,000. The
purchaser, who was occuppying the building on the property, had long
sought to buv it. How=ver. CORSAIN has stated that its policy is not to
do more of such private placements.

Nevertheless, CORSAIN’'s offer to government agencies is tantamount to a
private sale inasmuchas it has stated it will withdraw from public
offer any item which a aovernment agency wishes to buy. Even before
this offer was sent out to some 15 government ministries and agencies,
one or two properties had been committed for sale to government
agencies. CORSAIN's attitude is that these sales are divestitures and
thev brinog in cash as anv others.

Some may question if such sales from one government agency to another

are really privatizations, even though they mav be defended as
divestitures from CORSAIN's point of view.

VII. CONCLUSIONS

GENERAL

CORSAIN’'s management group has shown dedication to its divestiture
program, a strong sense of purpose and considerable flexibility. They
have made much progress, and along the way have taken large strides to
cut back the subsidies that have so drained the companv of financial
resources which are needed to prepare assets for sale. Results have
been achieved under difficult Circumstances —political, economic and
financial- and without timely access to needed financial and technical
resources. They have got the train out of the station.

But much has been accomplished through improvisation. In order to gain
momentum and remain surely on the tracks. CORSAIN needs assistance. In
this regard, the situation does not differ materially from that
diagnosed and prescribed for in our Aoril 3A rennrt. Exhibit &
reproduces the executive summarv n€ that rennct.
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Speaking generallv. CORSATN'= mnct nrescinn need ic +n net help in
valuing, marketina and finanriallv narkaninn the Hotel Presidente. A
second need ics to obtain finanrial resources to resume paying off the
remaining workers at IzZALcCO.

CORSAIN also needs to do a few other things. It needs to do something
different about selling its pProperties: and fairly soon it needs to get
expert advice and assistance on the divestitures of IZALCO and INJIBOA,
and in administering the port complex at La Union. Moreover, at the
same time there is a basic need to strengthen the capacity to plan and
implement the divestiture proagram.

THE FPROGRAM

With regard to strateagv. tactics and priorities. CORSAIN. bv
circumstance, has had to take a do-it-vourself approach. The company
has tried to do a 1ot of thinas across a broad front., respondinag no
doubt to pressures -internal and external. The approach seems to be of
the shot gun type, to get a lot of items out on the market and see what
could be sold. Now, with some experience. CORSAIN apbpears to be
developing specific strateqiec for specific sectors of the portfolio;
and this seems the right direction to ao.

With regard to propertv sales. it will probably prove not enough to
await responses from government agencies. Even if thev did respond,
CORSAIN would be hard Pressed. with its limited staff. to deal with the
22 properties one by one on anv effective cost basis. New strategies
might require enlisting the collaboration of professional real estate
agents to move the properties. This would also serve as a check against
the companyv's pricing assumptions. One idea would be to invite the
nation’'s real estate brokers to a forum where CORSAIN presented its
portfolio of properties for sale and worked out an arrangement whereby
the brokers competed for selling them on a commission basis.

There is much to do on the planning and implementation side. The
learning curve will be too long and steep, and the job too big for
CORSAIN ‘s management team to adopt an on—-the-job training approach in
finding out what works and doesn't work. and in planning for a steady
flow of divestitures.

CORSAIN's management needs to get out and see how others have solved
the problems of setting priorities, achieving practical valuations,
devising marketing strategies, etc. Neighborina Honduras and Costa Rica
have already aone throuagh manv of the experiences that now await
CORSAIN. By getting to know their experiences, CORSAIN can shorten the
learning curve and at the same time tap into the privatization network.

CORSAIN also needs to be able to put more human resources into the
planning, implementation and control aspects of divestiture activities.
The hotel sale for one, the port negotiations and the Izalco actions,
to cite others. illustrate the point that CORSAIN could benefit from
more planning plus sinagle responsibility for seeing that the plans get
accomplished. The sales committee is a good coordinating mechanism, and
for eliciting cross fertilization of ideas. But for action, there is a
need to place the responsibility in one pair of hands that is working



under a tight plan.

Also, nouw that it is launched on the pProgram, CORSAIN needs to follow

through on all the doors opened and ideas devel oped during this
assignment.

CORSAIN should consider adding a full time executive to manage the
operational details of the divestiture program, serving the President
of CORSAIN directly - working on planning. bird-dogginag the
inscriptions and valuations., liaisoning with AID/IESC/PNUD etc.. and
able to communicate CORSAIN ‘s needs for assistance This calls for a
person with a balance of conceotual and transactional skills who also
enjoys good relations with and acceptance at the Ministries and with
the Ministers. With such a person CORSAIN could put some real effort
into revising its action Plan. which is badlv needed. One of the

and his management staff to develob a practical divestiture plan that
lays out what is to be achieved. in what order. and how.

Planning is dwelt on so heavily in this report because there is so much
need to figure out just what actions are required in order to achieve
each divestiture, and then to put them all together in some organized,
feasible way that savs which stens aet drne first. etc.. With the
program handled in this manner, priorities would be set, each executive
would have his assignments, and the President would be freer to deal
with the achievement of policy changes rather than getting involved in
the mundane issues of advertising and small property sales. Exhibit 11
conains a brief outline of the planning function as we see it.

A final conclusion, which derives from the complexity of this
divestiture program coupled with CORSAIN‘S limited resources and
experience, is the special need for AID to maintain liaison so that it
can be on top of the program. It is not enough that the Mission observe
or accompany the process, it must participate in order to be helpful.

VIIT. RECOMMENDED ACTIONS

CORSAIM should:

1. Obtain expert help, before vear end 1988, to place a commercial
value on, and develop a marketing and promotion plan for the Hotel
Presidente. The assistance should include professional preparation of a
profile in English, and later, help in structuring the finances of a
sale.

2. Arrange financing of 3.5 million colones, preferably before
Christmas, to finish paying off the Textilera IZALCO work force. In
addition, CORSAIN should provide an equipment list and preliminary
profile to J. J. Borgatti (JJB) in New York for his use in contacting

experts and.or potential investors to come down and have a look at
I1ZAl COo.

3. Send (through JJB) sugar samples to Tootsie Roll Industries and
invite a senior representative of the company to come down to see the



INJIBOA installations and discuss a possible relationship. Assuming a
favorable reaction, CORSAIN should request the Government to
liberalize its policies as they affect sugar pricing and marketing, so
that INJIBOA could be sold to a group composed of workers, management,
arowers, plus local and foreign investors.

4. Strengthen its ability to plan and implement divestiture proarams

specifically by:
—getting out to find out first hand how others in the region have
dealt with the same problems. At least, the President and cne of his
senior managers should plan for a no—later—-than February trip to
Honduras and Costa Rica.
—obtaining the servicesz of a manager who will, first of all, help
revise the divestiture proaram so that priorities are assigned, and
realistic objectives, schedules and financial plans are set.
Secondly, this person will act to cnordinate liaison with the
various entities on which CORSAIN depends, including AID, Ministries
of Hacienda and Justicia (the curriculum of a possible candidate is
enclosed as Exhibit 7).

S. Prepare and forward to JJB a write—-up on the Port. for translation
into English, which describes what the Port complex consists of. how
much product is or shortly will be cauaht. and other pertinent

information especially concerning the arranagements with Jose Pascual.

6. Obtain the services of an expert to look over the arranagements with
Jose Pascual, and also to look at the whole complex from a port
authority approach. and make recommendations as to where CORSAIN should
ao from here.

7. Revise the policy and strategy concerning property sales to permit
recourse to real estate brokers.

A.I.D. should:

1. Provide the funding for contracting the liaison/proagram manager
person to work with CORSAIN’‘s sales commi ttee, under the direction of
the President.

2. Help CORSAIN follow through on the leads developed during this
assignment and to line up the required experts by contracting with JJB
to do the followinag:

HOTEL PRESIDENTE

— contact the 2 Miami hotel consulting firms to ascertain their
ability to get some one down in mid—December to do a quick
feasibility studvy on what the hotel is worth and how it should be
marketed, and transmit the information to CORSAIN/AID as soon as
possible

- follow through in late January to work with CORSAIN on the
financial mechanism of the sale

TEXTILERA IZALCO
— upon return to New York, contact LIDA manufacturing, and through



them, the two New York fabric companies recommended by Connollv of
White Knight Industries to find names of people qualified to come
down and estimate the worth of IZALCO and what to do with it.

— contact 2 Guatemalan manufacturers, Habie and Russ, to attempt to
interest them in coming over to see the place.

INJIBOA

- take samples of currently produced sugar as well as the two-year
old stock, and deliver them to Tootsie Roll

= phone the Chairman of Tootsie on Nov. 3@ and discuss a possible
involvement not only as a buyer but as a possible equity holder. I¥f
positive, arrange for the Vice Preeident, Press, to visit El
Salvador in December when he goes to Guatemala.

COMPLEJO PORTUARIQO

— arrange for the services of a Person to come down in late January
to advise on port administration

FOREST RESERVES

— re La Trinidad (105 manzanas) which has been categorized as a
forestry reserve by the Government, put CORSAIN in touch with the
Nature Conservancy people in the U.S. with the idea of workina out a
donation program by firms holding Salvadoran debt or having
unrepatriated funds in El Salvador.

PROPERTY SALES

- investigate the possibility of contracting someone from U.S.
government property sales to come down and review CORSAIN‘s program.
The thought is that selling government properties is not the same as
simple commercial selling: they are surrounded with safeguards and
procedures that, to the uninitiated, inhibit deal making. The people
who know how to do this well are from the U.S. government whose job
it is to dispose of government property advantageously yet without
impropriety. U.S. government property selling is a major business.

3. Contract with a consultant to provide advisorv services to CORSAIN
over a 4-6 month periocd involving spending on average 1 week per month
in El Salvador plus 2-3 days per month in the U.S. making contacts.

4. Consider whether it could help CORSAIN with funding to pay worker
indemnizations. The idea would be a rotating fund, replenished with
cash from CORSAIN divestitures. Included as Exhibit 8 is a write—up
done for the Honduras privatization pbrogram which featured a severance
pay fund.

5. Revise its mandate to the CORSAIN Proiect Manaoer so that he is a
full member of the CORSAIN divestiture team, maintaining close contact,
and taking part with them in their sales committee deliberations.

6. Make arrangements, and stand the cost, for CORSAIN's management
travel to Honduras and Costa Rica for latest mid-February.
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CORSAIN: ASSETS TO BE DIVESTED - KOVEMBER 1988
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Exhibit 2

NOTES FROM MEETING WITH JULIO RIVAS, NOVEMBER 15. 1988:

HOTEL PRESIDENTE

Wednesday, 16th, will announce the sale of Hotel Presidente. Phase
no.l is the hotel (option to buy the adijacent land too). Phase 2 is
to sell the surrounding lands. Feels will get more by doing it this
wav - since lots in that <one are much souaght after. Profile and term:
of reference are ready. A commission is valuing it (Min. Hacienda &
CORSAIN). On Dec 12, at the request of the hotel administration, a
retired hotel man is to come down to make another avaluo (note: later.

Julio told us not to let this interfere with bringing our own expert
down) .

COMPLEJO PESQUERO
Will divide into 2 parts:

1. Refrigeration installations - have made a rental contract with a
Spanish company. Jose Pascual, for 10 vears. Pascual will make
finishing investments in equioment. reolacement parts, containers
(timas) for the refrigeration room at a cost of over %1 million. of
which CORSAIN will put in 1/3 to be repaid out of canones. The place

will be declared a free zone for boats to brinag in their catches and
be serviced.

2. The boats - rented to IPER. Venezuela - complicated - not paying -
boats need repair. CORSAIN decided annul contract to rescue the boats.
In Panama - secuestro Precativo. There are contra demands of creditors
privilegiados - ex. pavments to the crew and credits to IPERA.
Requires a fianza for the boats to get out. CORSAIN working on it

through local banks here. May use INSINCA shares as a guarantee to the
banks.

Demands of $600.000 against the boats. Also owe $1.2 million. Jose
Pascual depositing $¥1.8 million in Panama and will exercise option to
buy the boats. Eventually CORSAIN will pay the judgement of Panama.

P.% F. Marine Consultants in New York valued the boats at $3X million
and ¥4 million. Four vyears to pav - $500.00@ per vear.

Have legal ownership of the port. It is now the property of CORSAIN,
which no longer has to administer it on behalf of the government.

JIRDA

A difficult situation. Study wasn't favorable., concluded that buyers
couldn’'t support payment. So it will pass to INAZUCAR. I told him this
wasn't privatization. The transaction will be done after the 1988-9
Crop year. Banco Central will finance the transaction.

TEXTILERA IZALCO

CORSAIM is paying off the workers - had over 6400 workers. Company has
lost C37 million while in the hands of the government. Now running a
loss of CBOQ@,000 pe- month. =0@ of the 600 are being let go. CORSAIN
still owes social security on them. Average indemnization is C10,000 -

_1_ '
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but some get as high as C52.000. Have already paid off 7@ and have 10¢
more pending to go and expect to reach 300 this week (note: did so) -

trying to Pay off the lower wage earners first. Its heing done on a
voluntary basis.

Estuardo Castillo of Guatemala - fabrica de hilos - a3 Candidate to buy
1ZALCO.

CENTRO GRAFICO

Buyer got €2.6 million credit to pay it off.

PRGPERTIES

Little response in general; for example, one fairly attractive
Property got only one response.

public employees - bot the piece of land on the beach for €C4.4 million
and will put up a vacation spot for retirees. CORSAIN is using the
cash to pay the indemnities to IZALCO workers. CORSAIN’s idea in

from whom.

Sold Ruben Dario to the private sector for the man’'s furniture
factory.

Sold Col. Dolores to & private lady for her bra factory.

Some offers CORSAIN has refused due to the form of pavment proposed.
Ex. - Gabriela Mistral.

CEMENT BLOCK MACHINE
Got 2 replies

RE_ORGANIZATION
The new VW is Cartagena. formerlv the Contralor.

Rivas would like to have an indemnization fund - which he would
reimburse from the propertv salec.



Exhibit 3
MEETING 11/146/88 WITH J. RIVAS (Pres. CORSAIN) & E. ALTSCHUL (USAID)

HOTEL PRESIDENTE:

Sales notice published today - intend publish in C. A. & Wall St.
Journal. Calendaria: 18 Jan ooen bids

Min. Hacienda & Corsain are valuing. Canadian i‘etiree coming 12713
contracted by the administration of the hotel to put a value on it.

Saneamiento leqal has been done. Want me to help with the financial
packaging of it.

Make an approach to the Central Bank re debt or bonds in dollars that

Exxon. IBM etc have - a fund to redeem them - specifically for the
hotel

SETEFE manages balance of pavments funds. C320.000 could be tapped with
their approval.

Sales to IMFEP to be in cash - 4 terrenos & Edif Gadala Maria

1ZALCO:

Indemnizations to cost 6.000.000 colones nplus anaother 7,000,000 of
debts to third Parties to be Cleared up.

Strategy is to close it for awhile - clean it up in terms of
debt/workers. By today. 300 of the 600 workers will have been paid off.
Paved out ¢Z million; need another ¢Z.5 million to finish the job (I
raised question of AID conceding an indemnization fund as per Hnduran

model , attached), and will have tg suspend program until new funding
received.

PNUDI sending a tecnico. BUt CORSAIn would accept AID help in form of a
tecnico. Are willing accpet fact that thev may have onlv chatarra left.

JIB0OA:

The idea of a mixed comoany didn't make it. (I questioned its .
practicality, anyway).

Find someone to do the valuation.

Could we bring in an appraiser to look at JIRDA? JIROA not part of the
reforma aqraria: therefore. mav not reavire 517 ownership by INAZUCAR.
Julio believes INAZUCAR not interested in particioation. I mentioned
Tootsie Roll Companv’'s interest in oetting their hands on a long term
source of sugar (see my notes on Conversations with A. L. Guinn). It
was aagreed I would contact Tootsie to ascertain their interest in the

Have until Februarv to find a solution.

Talked about an ESOP. I said would need valor real for it to woris
mentioned that 1 thought a value of C50, 60 or 78 million would be
unreal to buvers.

~1- 1}0’



It was thought I should mention ESOPS etc at the Governors meeting

COMPLEJO PESQUERQ®:
Have made contrato de arrendamiento de las camaras to Spanish group -
18 vear rental. Spaniards will bring their own boats: will also make

additional investments. Later put in a processing plant for the tunas;
and still later a canning plant.

Could rent/sell other parts like the dique seco (dry dock). Could crear

a zona franca - a pPossibility to service boats that bring in their
catches.

Discussed the possibilityv of interesting the Japs.

CENTRO GRAFICO:

Three months ago rented it out to a aroup who negotiating the financing
to buv it. Bank has Now approved the loan. Sales value is C2.6 million.

CO-INVERSIONES:
Re INSINCA/CONELPA, The U.S. and Jap socios want see the government

staving in. These two Pav dividends. The other three represent a dead
investment. Better to see them turned intoc cash.

Also. from an optic point of view. it would be better to sell IMACASA
and QUALITY FOODS:

BIENES DE RAIZ:
No offers for Tamarindo: thinking of dividing it into smaller lots.

FOREST RESERVES:

Three places are candidates for bosaues: La Trinidad - 105 manzanas:
San Roaue - &9 Mmanzanas: La Argentina - 59 manzanas.

Could I but them in touch with the Nature Conservancv movement?

BOLSA DE YALORES:
AID is making a matching arant to the bolsa.

Miscel anoue:

I guesticned values derived by Min. Hacienda people., because probably
not market valuations.

We aagreed that need three tasks regardinag hotel and that CORSAIN would
ask AID to finance brinaina them in:
1. get a hotel valuation expert down here immediatelvy - who would also

helo reoresent CORSAIN ante hotel chains on the marketing side of
thinas

<. Someone tc help with mercadeo % ventas

3. third person —financinag alternatives - how it could be done
financiallv. This person could be me.

AGREED ON ANOTHER MEETING: TUESDAY AT 10: 8@ AM TO GUAGE FROGRESS.




Exhibit 4

NOTES FROM PHONE CONVERSATION ON 11/18/88 WITH ALEX BEEHLER (WASH REP _
OF TOOTSIE ROLL INDUSTRIES) :
9.t L NUUGTRIES)

Tooteie has made one shipment from the D.R. when I couldn‘t help
them earlier this year to make a deal here (in El1 Salvador).

Alex will phone David Press and reoeat our conversation about the.
possibilities of a lonq term contract with JIRDA etc. and advising
that.

I will call him Tuesdav at 10@:30@ AM.. Tel: (312) 838-3440. David Press
is in charge of sourcina: the one who does the traveling in the
company.

In his absence, phone Howard Embers VP & Treas, right under Mr. Gordon.
Tel: (312) 838-3422.

NOTES_FROM _PHONE CONVERSATION WITH DAVID PRESS, VP TOOTSIE ROLL
INDUSTRIES, 11/22/88:

Re the old sugar, depends on quality and packing. Re packing, they like
to use their own larqe bags: don‘t like to handle small bags. Can
probably handle this by havina local fillina with their own bags.

Quality another problem. and thev would like to see samoles.

Re shipping, they prefer Atlantic/Caribbean ports so that the cargoe
can

go up the Mississippi to Chicago. If roads are good, Puerto Santo Tomas
could serve.

If investment involved, he would have to talk with his Chairman. I said
it was. This will involve discussion of the country’'s stability and
other risks - especially re government price controls.

Their needs were formerly for high polarity raw sugar and plantation
white. They now have an additional need for a fullv refined white
sugar.

Press will be going to Mexico and Guatemala shortlv. and could (a]a}

on to El Salvador. Meanwhile. he asked that I ophone his Chairman next
Wednesday (Nov 3@) and discuss the whole matter with him. He also asked
me to bring up samples of current production of raw, white and refined
sugar plus samples of the old refined sugar which has been sitting
around for 2 vears.

J. J. Borgatti November 22, 1988



NOTES FROM CONVERSATIONS WITH MIRANDA (CORSAIN). ON 11/18/88 & BEEHLER
(WASH REP_OF TOOTSIE ROLL INDUSTRIES) ON 11/21/88:

MIRANDA:

Doesn‘t know the golarization nf the ?4.0M0000 refined suoar still
stored. Its priced at ¢ 91ctc

The color was white but it has been stored in a +uo of war between
CORSAIN & inazucar for 2 vears. so has deteriorated in color (agrano
brillante, color amarillo)

NOTES FROM MEETING WITH JIBNA ROARD 0OF DIRECTORS. 11/23%/88:

They want to ao throunh with a nrivatizatinn where emnlovees.
management and arowers nartirinate.

I esiplained how ESOPS wnrk and that. 1inmn refliection. if thev had

further questions. E. Alt+schnl could answer them as he has a good agrasp
of the subject.

We talked ahout the need for strengthened management team, especially
as regards marketing and finance. Discussion centered around bringing

in a Salvadoran group experienced in sugar mill management such as the
De Solas. This idea was well received.

Also well received was the idea of bringing in a company like Tootsie
Roll to provide a long term contract for (refined) sugar, and possibly
to share in the equity.

There was considerable discussion of the need to have JIBOA completely
private, and to be divorced from INZUCAR. In this connection, policy
changes would be necessary to permit JIBOA to market its sugar directly
abroad and to buy and sell without price direction from INAZUCAR.

They were warned that there is a lona road ahead - with many obstacles.
I suggested they keep in touch with Altschul who could give them
guidance.

For my part, I would take product samples back to Tootsie and talk with
their principals about coming down for talks with CORSAIM and the
Government.

J. J. Borgatti November 23, 1988



Exhibit S
REF: FROFOSED SALE OF HOTEL FRESIDENTE

At a meeting on Nov. 14 with Julio Rivas. Sonva LLevano and Ernesto
Altschul, it was agreed that I would seek helop for CORSAIN in
valuating and marketing the Hotel Presidente. This morning, I phoned
Tom Wilcox, former Vice Chairman of Citibank and ex—Chairman of

Crocker Bank, who is a lona time director of the Hilton Hotel chain,
to request his help in findinao the rioht person.

Tom was traveling in California and could not be reached. But
learning that he would be spending the weekend with Baron Hilton,
head of the company, I left the following message with his secretary
in New York (along with my office and hotel telephone numbers) :

location) and seeks help in two areas: -puttino a value on the hotel
(what is it worth?). -workinag Uo a marketing blaas (how to sell it).

I said we were seekina a recentlv retired hotel executive, or
possibly one still with the Hilton chain., who could come down socon on
a short visit tp advise CORSAIN. I mentioned that expenses plus fee
would be paid, but that the fee would carrv an AID ceiling.

During the discussion with Mr. Wilcox ' secretarv. she obined that
Possibly Hilton itself could be interesterd in a narticioation.
especially if a debt eauitv SWAN were invnl ved,

Note: I spoke directlv with Wilcox on Nov. 18: communicated all of
the above to him., answered several questions about the hotel itsel f,

as well as the political situation in El Salvador, and received his
promise to have someone from the Hilton oraoanization oget back to me

November 17, 1988 Jd. J. Borgatti

NOTES FROM PHONE CONVERSATION. ON 11/21/88. WITH DENNIS HEINZ:

Heinz [tel: (305) 262-62201 is VP of Conrad International hotels, a
subsidiary of Hilton Hotels. He is an engineer with a financial
background. His boss, Irving Williams is Senior Vice President in
charge of development of hotels in the estern hemi sphere.

After I described the program to sell the Presidente. he commented
that the first need would be for a marketing strategy. He could help
by giving some "light" oroijections as far as cash flow is concerned,
and also could qgive an idea of how to market the hotel. The marketing
strategy would depend heavilv on the appraisal of the hotel. The



Heinz thought the best way to go would be to hire PKF or Laventhal
Horwith, who deal in this ar=a, to do a market overview, which would b.
a step brlow a feasibility study. This would probably cost $10,000 plu

expenses. Both companies have offices in Miami, and he could arrange
the contact.

He said that the key to the bottom line., in deciding on the purchase o
a hotel, would be the average daily room rate and the average occupanc:
rate. His rule of thumb is that room revenues less direct expenses
should provide most of the aross pbrofit. Put another way, 75% of room
revenues should wind up in aross revenues. If a hotel produces 1@
million in room revenues. 7.3 million should be in oross profit.

He would want to see an analvsis of revenues for the past 1@ vears to
see what the gross profit wWas. and also to ascertain the cash flow. One
of his rules of thumb is that the sales price is 8 times the cash flow.
If he asks John O‘Brien., Vice President of Finance, located in Beverly
Hills, to have a look at the proposal, that is the way O0'Brien would
analyze it. Another type of analysis would be to divide the hotel
purchase price into the number of rooms. He thought that $1@ million
could be cheap for a 249 room hotel. Granted the condition of the hotel
and the local circumstances could brino down the price. nevertheless,
this works out to $40,000 per room which is a lot less than the $100 tc
150,000 per room which it costs per 420 sqg ft room in other parts.

He thought it would be prudent to bring in professional people to get

the hotel sold. Also, the profile should be in English and be
professionally prepared.

Hilton itself miqght want to take a look at the hotel —provided
Salvadorans are interested in buvina in too. Hilton spercializes in
resort and business/convention hotels. He obined that the Presidente

would fall into the latter cateogorv. He said that Hilton would be
remiss in not takina a look at it.

When pressed to take an active part., Heinz said he could make a trip tc

El Salvador after the first of the year, but not before. due to travel
commi tments.

J. J. Borgatti November 21, 1988



Exhibit

EXCERFTS FROM &PETL 2@ REFORT

DIVESTITURE FROGRAM. CORSAINM. EL SALYADOR - HERTL 13-28. 1988

HIT. EXECUTIVE SUMM&RY

LORBATINM ~This overnment investment agency has just stepped into the
divestiture market Dlace. Whils it ie d4aining experience and
contidence in marketing some relatively easv to sell properties. it
will have o be Breparing the larage. commercial enterprisces. where it
hae considerable investment. i1nto Zaleable packaoes. For this CORSAIH
will need “pecialized technical nelp in appraisal . tinancial/legal
pnackaaing and marketing. Thie cshould include the Dreparation of a
orotessiconal salecs document for the commercial and industrial
lnvestments and helps iy tdentifving buvere and contacting them.
Moresver . CORSATH will meed to be able to count on the availability
ot AN advisor who can helo deal with coroblems slono ths viav . and who
CAM =

g Lo oreviding soerlalized technical help and COntact az
Mesded,

There is & vacuum that 1¢ noing to be more and more telt —-the lack of
an in-house capability fop¢ valuaticon., especiallv valuation on a
GOlno- Concern basie. The Minister o+ Hacienda. responsible for
valuatione. ha sugassted forming o Commission composed ot
reoresentatives of the Ministrv and CORSAIN for the purpose. If
CORSHAIM iz +o Ful+ild its role on the committes. and indesd assume
leaderehio of the arous. it needs o acquire this capabilitwv.

IR

fhe writer « furndamental conclusion iz that CORSHBIN 15 not fullvy
Brecared Lo carrv oot fhe divestiture Program with which it ie
charosd. s a teot. the Gadala Maria building sale mav prove to be a
Feal learning Enberience. CORSAIN simplwy does riot have familiarity
Wwith technnioues of divestiture. and With what works and doesn t wort:.
Meverthesl mes ., #nouah ot the elenents are npresent that. with internal
strendthening backed bv ocutside brotessional assistance. this
deficiency could be remedilaed.

RECOMMEMDED wWOR FLaM - [t ie recomnended that the Miszion offer t
vrovide CORSAIN with twio tvpes of Asgistance:
* helo 1in develuoinq/gtrenqtheninq ite in-house capability for
administering the divestiture function
“ help in PreEparing to market the 5 targeted commercial

gnternrises.

LMTERNAL STREMGTHEMINEG Make available to CORSAIN for limited visits
Over a oeriod of 5 monthe o advizor (from the Center foar
Frovatization) who wotl o

FUorl with bthe stads

-to ddentifv the Precise steps in taking an asset to mar ket .

=tz establigh criteria for AER1ANING pricricies and.

—~to work up i proaram for tracking the progress of each

divestitwe candidate.




* helo the ctaff develop a standard tormat in both Enalish and
Soanish for protfiles and Terms of Reference and. coincident with
the vicits of the outside euperts. brepare new profilee and
terms of reterence.

* be aenerallwy available to CORSAIMN' = Fresident and management to
Pprovide counseling and make contacte.

* Frovide the opportunity for kev personnel . eepeciallv the

Fresident. to familiarize themselves with what another similarly

situated country (Honduras) i deoina. in order to shorten the

learning curve.

Frovide the coportunity for trainino in soecific skille such as

valuation. In this connection. it is recommended that one person

be desianated to become the in-house valuation expert. and that

Berson be offered the chance to attend workshoos eteo. outside

the countrv in order to observe and learn the technioues.

<

THE 5 TARBET COMEAMIES - The advisor would also be resoonsible to
arrande to be made available to CORSGIN cuteide erperts who will
orovide specific advice and help to take these 5 companies to the
ooint of divestiture, Basically., thece gnperts would be dealina with
the auestions: WHAT HAVE WET WHAT IT IS GOOD FOR?  WHAT IS 173 FAIR
VALLUED  WHO SHOULD RE IMTERESTED INM IT? '

Genersllv. there would be ore eunert per cTombanv. who would come
down on a one-chot bagie and soend ore week in the countrv. The
exnert wouwld baclk up his visit with 5 or more dave abroad aathering
information. making contacts and report wiriting.

OTHER FOTEMTIAL FRIVATIZATION TARBETS - wide varietv of targets has
been idertified by nrivate sector arouns as well as GOES entities.

GOVERMMENT WILL TO FRIVATIZE EEYOND CORSAINM

There zre all hinds of ideas floating around. wi®h more than one
minietry and subministry warting to head the activitwv. This does
indicate Epreading interest. But it ie still & verv rascent
interect.

COMCLUSINMN - The Writer ‘e conclusion is that the situation is full
ot =zocial strains. and volitical woheaval in terms of a =hifting of
the power structure. plus an =conomic/financial crisis. Thus it
would be better tg 0o step bv-step avoiding maior mistakes. It would
be oreferable to build uwn to a maticnal plan throuoh & series of
proiects like CORSAIM. and let the leadershin orcblem of who iz to
be 1 charae. take Care of iteglq.

The recommendation is that the Micsion not pursue the idea of a
na“ional orcaram at this time. The writer. as part of hie reuxt
assignment . could zhetch out what & national orooram could Consist
of. arnd this could provide the Mission and GOES. if it desired. with
foundation material {or further consideration and pPlamming purcoses,

TIMING SMD MEXT STERS - The advieor would gtart now to line un the
experte. He zhouwld then clan to return to E1 Salvador in 4-& weeke
and bring with him the First of the euperts either for IZALCO or the
Compleio Fesauero.

N



The remaining ewperts would be brought in according to a schedule
agreed with CORSAIN sgo as not to overburden them.

ESTIMATED DURATION AND COST 0OF RECOMMEMDED FROGRAM
This proagram is estimated to rumn cver the next 4-¢ months. Its cost
is estimated at around ¥87.00Q (Exhibit o).

While CORSAIN mAanagers are gaining experience and momentum zellina
the real estate. thev will need to be helped to Fprofes=sionalize
their organizational Capabilitv. At the same time thev must be
helped to prepare sach of the five companies for salec.

In addition. attention will have to he paid to counteracting the
widespread belief that their davs are numbered. CORSAIM rneeds to be
arocund for a long time to get its divestiture job done: and it needs
to retain the statf with which to do it. This rFeauires them to deal
with t-e problems of morale and continuity.
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AGENCY 7Oli INTENNATIONAL DEVELOPMENT
UNITED STATES OF AMERICA A. . D. MISSION
TO EL SALVADOR
C/O AMERICAN EMBASSY,

SAN SALVADOR, EL SALVADOR, C A.

TO WHM IT MAY CONCERN:

I had the pleasure of working with Iic. Baltazar Ferreiro from
March, 1984 to March, 1987, During that period his primary
responsibility was administration of the AID Balance of Payments Support
Program with the Salvadoran Central Reserve Bank (BCR). The program
channeled more than $600 miJlion to El1 Salvador during the period when
Lic. Ferreiro was responsible for it. e was very successful in
develcping a working relationship at all levels of the BCR. This
relationship allowed us to solve all problems which arose in the
implementation of this very important program. He was also able to
develop a very productive working relationship with the Arthur Young &
Co. contracted technical assi stance team which gave the BCR and AID
techniml support needed to develop a price verification program and to
determine eligibility of transactions for funding under the program.
The system developerd under Lic. Ferreiro's management is being
recommerded by AID/Washington as a model to be imitated in other
oountries, '

In addition to his excellent work with the BCR, Lic. Ferreiro was
able on eeveral occasions to solve expeditiously specific problems
encountered by the AID Private Sector Office. An example of one of
these problems was the risk of loss of raw cotton by the La Carrera
cotton gin due to the spontaneous combustjon at times when the gin was
unable to function due to lack of electric power. When Lic. Ferreiro
learned that others had worked unsuccessfully for two months to get a
generator to provide an alterprate power scurce, he took it on as a
personal challenge ard was able to coordinate the commercial hank, the
BCR and the Caterpillar dealer to obtain the generator in three days.
In many such situations he rose to the occasion to solve problems which
others had been unable to handle,

I shall always Tespect Lic. Baltazar Ferreiro as a friend amd a
professional.

Sincerely,

Yrsgoey # Ve

Gregory F. Huger
Private Sector Office
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BANGSG ¢ ..., |, HESEKENIVA
b& &L Sauvaboi !
1a. CALLE PONIKNTE ¥ 7a. AVENIDA NORTK
BAN RALVADOR, KL SALVADOR, C. A.

24 de abril de 1987

1979

Licenciado

Federico Linares, Presidente
Banco de Guatemala,
Guatemala.

Estimado seiior Presidente:

A solicitud del Licenciado Baltazar Ricardo Ferreiro
extiendo la presente nota de recomendacién a su favor, la
cual se basa en la labor desarrollada por el Licenciado Fe-
rreiro, durante los {ltimos cuatro afios como funcionario
de AID/E1 Salvador, Oficina del Sector Privado.

Dentro de las responsabilidades que el Licenciado Ferrei-
ro ha desempeiiado y que se relacionan con este Banco, se
pueden sefalar: el Programa de Apoyo a la Balanza de Pagos
y su Cuenta Separada; los creditos en moneda local con fondos
generados por el anterior citado programa, el T.C.I.P,,la
Unidad de Verificacién de Precios Internacionales de este
Banco el Programa de Seguros contra actos de violencia a
bienes productivos y el de Reactivacién de la Zona Oriental
del Pais.

En el desempeiio de Lales actividades, demostro profesio-
nalismo, cooperacién y discrecion, lo cual consideramos sa-
tisfactorio, en consecuencia,. 5e extiende la presente recomen-
dacioén. '

Atentamente,

Alberto Benifez Bonil
Presjdente
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FRIVATIZATION OF STATE-QWNED COMMERCIAL ENTERFRISES
ANNOTATED PROJECT FAFER OQUTLINME

[II. =*ROJECT DESCRIFTION
£. FPROJECT RCTIVITIES
<. DIVESTITURE SUFFORT COMEOMNENTS

While the thrust of the Frivati~ation Frogect 1€ to orravide
SOH/CCMADD with Lnhe capadilivy tw 1mplement the proacess, our analvsis ana
Experience un to rnaw, mainly with the 1O pracritized firme plus FIAFSA.
ZNCows Enat there will be & reea fFor SUPpPott mecnanlisms to complement the
process. It 1s recoaonized that this 1= & zmall sample and that the
compsinles ¢ De privatized are each seo different from each cther that vl
1n the actual experierce will the exact reegs come to be kricwnh.
Nevertnaless, it 1s reascrabie Lm generalize that support will reed teo be
prroovioged. on the ore hand. to specitice companlies being privatized, ang S
The Stner. to potential cuvere 1n order that the tranmsactions can
mater.alize. Basically, these support eglemerts invaolve Tumaing For:
SURCLT. ZEeverance pay, worker tralning, contiract managemnent and cleavi— i,
oonez Tor legal and accounting work. Exhibit 1| (attacheda) shows the kiris
A0dANDULGEE LT needs wNiIch A F1vST-—o9runen analvsis suggestz might exisr foge
THEe LD iriaritilzed rirms. Globally stated. the 10O Firms weuld regrese it a
cImolrneda sales trarnsaction value of L &5 millicrm; & rneed for purchase
CYROLIT T i amount close to the cales values modest amounts of werkia g
Jao01csl: ana small out 1mportanc amounts Fegs severance pay, training,
Mariacemens contract ang clear-up comporents. It is gifficult to
2xtancalare from this samplie, rirst because 1t is small ara. as said. aay
st e reoresentative, but also because mary of the hard cases., whicn may
inviaive si1gmificant clearn—up work, have terded teo be pushea to the enc of
the priority lice.,

Not all the compbaries rieed support and riat all potential buvers
seed selc. At the zame “ime, there are scome support elemercs withnout wimlen
suverzs or anv kKing, well heeled o rm2t, will be urwilling to procszed. Lo
EUCN 13 the oravisiorn Foge taking care of urfunded severarce Pay. asn the
glEcussion which follows, will irndicate.

In additicn, there are ather reasons for considerlag support
mechenicms., Orne 15 that scme of the compariies to be prrivatizad may wnaot be
tranzrerradle in their present condition withaout callirng saome support
ttems. Thev may have to be put 1n cperating condition, as 11 the case oF
FACARZA wnere there is a reed tao provide funding to fimish assembling the
eauipment and do operating tests., To put such a company 1n operating
conaltionm wotld require capital of a medium-—term rnature and technical
help.

becorndly, there is a political andg soc1al, 1f nol ecornomic,
need to oroaden the participation - te include labory, supoliers. and yaouwing
orofecsionals, possibly rorve of wheom can participate withcut finarcial aid
amd mavoe cther help as well. If they do not participate, the process mav
never really succeea. Moreover, the capital base must be bGroadened ta
nermlt the small Hornduran capital market to absorb the mass of
Arivatization. The option of placing a great part of the privatization
heldings with foreigrn investors ig urrealistic both in political and

A



practical terms. The incorporaticem of these non—~traditicnal investors inte
the process 1s not anly rnececsary in the case of Horauras., but 1t alse
complies with AID' 3 overall oxlicy guidarmce on implementing pravatization
programs worldwide.

DISCUSSION OF KKEY ELEMENTS:
LABOR COMFENSATION FUND

In every case where a CONADI enterprise has workers on the
pavirall, there exists an sbligaticm For geverance pay for winicn rno Funding
has veern proviaded. In moct instarces, cash does rnot exi1st in the Ffirm to
CovEr tils cbligacvion, There are three types <f pertinent situaticrns:

Ore is where liguidation/dissalution has to take place beftore a
tiamsraer can be made. Berfoie the liguidaticin carn be arrected, the workers
nave a <call orn the assets ara must be paid. Arn exampble would be a comparny
Like <2208 INDUSTRIALES which is unable o repayv 1ts loanm to CONADI and,
having @xperiencea lossecs greater tharn 1ts capital, must. under the law,
o dicsolved o auctlioned orff. TEXSHONSA could prove to be o similar case.

R secord accurs when the caie of a compary brirpos & chamge of
cwrership. Custom, if not might, reguires that the workers be paid their
zeverance pay first, ever if they are to be retairned ir the Firm. And, of
CournzEE, 4 buver would be reluctant to take onm this cbligation. FIAF3ZA was
sueh & company. FRODUCTOS LACTECS could be ane o,

The thira cccurs when, through the sale of CONADIY =
snarenclding (may not be contralling) there would be layarfs. FIATSA would
be & case 1n point.

TRAINING

Where lavoffs will cceour through transfer, there will be a riesg
for retralning the workers for sther Jubs. Such could be the case 1f
RCERCS INDUSTRIALES were dissolved and its assets sold. However, at this
O21ntT, this snauld mot be a major item.

A more likely rneed for trainirng would be where an asset i1s ta
DR put into production requiring training in skills nat currently existing
locally. FACARSA AND FUCENSA would be industrial examples. HOTEL BRISAS
DL LAG0 wauld be an example where a rescrt haotel 15 to be put back 1ntno
cperation and there would be a reed to train the pecple of the vicinity to
starf the ocperation.

MANAGEMENT CONTRACT

There will be cases in which it will be wnecessary to contract
experiencad managyenent to get a Comparny up and running and show potential
1MVESTONS 1te capabilities. An example wowld be arn irgustrial company like
FACHRSH, or LACTIEUS SULA, where the dairy farmers cooperative does ot
Krow how to ruan such an cperation as a commercial firm responaing to
mar«etl forces amd viot to therr special interests. Irn such a case, an
entity such as Land-0-Lakes (alsc a cooperative) might be brought in to

rll
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maniace (and teach) for a few years., R different case would ne where CONADI
Nas o Lake over 3 coiCsErm whlchn has aot beern well nanaged 2v itz cwners
and must be kept Currnlng Art1l rew owWrnere are round. Hotel Ccompanies, like
Aoliday Lvnm, woald e an example. lin bath of the caces cltoad above, the
need will be for runging te cover these costsz when the casn carrct Le
gernerated from withiy the busirness.

{

CLEAN-UR COSTS

here are poing to be cases where o team of accountants and
Flmancial exoerts will nave to pe Drsugnt 1 te recocrstuct the comparny
reEIrds ang acoounts &nd design a Tinancial restructuring. In other cases,
comzideraole lega:r efrfort will ode reguired to wordle cut legal
complicatians. &S 1n the case of MEJORES ALIMENTOS. To the 2xtent that the
DI carmmot, Wwith 1¢= ocwn resources, pertorm these Tuncticns, funding o
Them will be reaguired.

CREDI Y

Two tvpes of zpectral credit reegs are envisioned as part or the
irarsErer process. Une 15 to Flrance the acauisiticnm of =hares whers2 such &
cregl1t venicle goes rot reallv exist o the potential borrowers do modt
AAVE RCC2E8 0O Lo (o 3V, argusoly, the cost 1% pronloltive). Am exanpnle
Wil a be thne workere, managers and/or suppliers of & company wishing to
ouv sll wr a porcion of the shares cwned by CONADI. Gererally soeak1ling,
thev could not provide to a bank the cxllateral it reguirecs. Merecover., the
FATKT wala be unlikely to offar the medium—*termn payoaci which the
borowere reed.

A seconro type of special credit rneed waould be Tor additicnal
watielng. o more likely, medium—term capital to brirng a company back ta
1ty Sroduction potential. Givern the company'!s experierce, it would
yocioly ant gquaiify oas a gond Ccredlt risk., Morecver, bhe mew cwners weogld
TAVvE Ipenc what caoital recsources they possess to buv the company 1w the
Frestoplace and o mest somne 1t ite nere pressing Firnancial rieeds. Thus,
they woulc nat be 1m a position to provide additioral capital or to come
U with the guarantees required by the barnis.

CONCLUSION

The mzet likely and gereralized rneeds appear to be funding for
severance payment= and puchase credit for the ricn—traditiomal i1nvestors
—mananement, labor, suppliers, and professicrnals. Specialized rieeds,
hawever, are likely ta pop MpP, Such as funding for contiractirng management,
where the firm's cash Flow does not yet justify, o forr contracting a team
of clean—-up experts, Orly experierce will tell the precice type and valume
oF support elemerts that will be reeded. But 1t is impartant to establish
crie@iria o thelr aoplication right Fraom the cutset zo that AID's
financial support 13 appropriately viewed arno used as a complementing
element and doss not become a erutch  For arny <t all of the participants to
the orocecss.

CRITERIA

In =rcer to be prepared teo deal with the cases whern they come
1P, the Micsicr mav cornsider the following criterias

8]
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The kev critericn shegld be that the reeo to be satisfied is a
legitimacte, real ang reABIMAbly documented crne whose fFulrillmernt 14
reqgulired for a transter to tawe Place which meets the nevieral opjectives
wfothe Weavatization Frocess, The second critericn is that facilities dao
rot alreaogy exicst te which recouree can readily and reascrnably be had. A
Clear example would be the case of workers and/or managemerit forming
themselves 1vto an entity to purchase shares and being dewried firancing
firram a commercial Institution because they do not gualifry for exi1sting
lines w1 carmot come UP with the required collateral.

I'm additioin, ather criteria car be laid down. Orne is that the
need camett be catistied from the resources of the company being
Arivatized. AN exanole is severarce pay. If it is due and pavable and
there are ac Tunds 1v the company to satisfy the cbligaticon, thern furds
TtE o oaLing S have Lo e provided Dercre the warkers and buyers are Joivig
T aOrEe o the transacticon. dnetlier Criterion is that ir the support

FRrds are o Flow e CONADI/GOH, as in the case of fimancing the workers?
IWrCnNagEe o5 Shares teom LOMADI, that such furds be placed 1r a separate
MEESMAL T 08 Gvawn i ainly For supoort Lransactions 10 facilitating other
CrarniETEre,

ith reparo to the key role of credit 1n the privatization
SUTRCEEZ. Uhe naln oroblem seems to be access ta credit, and nat =o much
1ve avallepility o~ 1tg cost. Rccess 1mplies beirng able to ocbtain credit
T terms Zantfarmiog to the oorroawer? s capaoility te service the debt and
to orovige surficient security. As this implies medium to lorger term
SrEdlt o warthontt Fall quarantees, the lender's 1ck is greater than on higs
mormal loans. Since credit can be key to the realizaticn of GOH objectives
ST oacnilevinm Privatizatiorm, in the first Place, and seccnd, of realizing
1T 1n a marrer which broadens the base of share swriership by permitting
tne oarticipaticon of warkers groups, suppliers, managers and other
oraotfeszioviale, it 19 proposed that & supplementary lirne «f credit be
Ireated. Lo local currency.,  Fer 3pecial privatizationm purposes.

Thiz orivatization lire of credit waould be charrneled thr-ugh
the Central Bank ofF Haoanduras to enable cooperating oamks to rediscount
thRelr pravatization loarns urder specific conditicns. This waould be a last
cezorn lire of oredit, and the bariks would have to certify that the
Burraower could not ctherwice qualify ferr a loan at that barnk. In the event
thN&at th2 loan went unpaid, after due diligerice orn the part of the lending
Sank, the barnk waould ornly repay to the Certral Barnk crne half the amount
aue and wnoald. In cther words, AID would share the loam risk with the
Commerclal barks as am 1ncentive ta get them to participate. With regard
ta Interest rates, 1t is assumed that AID pravides the furds to the
Cerntral Bank at a rate consistent with U.S. Goverrmernt cost of furds, that
the Central BEark admivnisters them Ffeore its nermal fee, adding this charge
tw the AID rate to arrive at the discourmt rate ta the barks. The barks
waold thern be free to add eon a mark up consisternt with the risk and term
features of the loar. Qlternatlvely,‘QlD, In comsultation with the Central
Barik cr cther Honduran Authorities, might wish to set the maxinmum rates
chargeable by the barks.

Exhibit & present a syrnaptic chart which summarizes the mairn
divestiture support compornents discussed above, and cutlimes the criteria
for their desigrn and implemertat icr.
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EXHIBIT 1

SUPPORT NEEDS: 10 PRIORITIZED COMPANIES

LABOR
ASSUMED CREDIT NEEDS COMPENSAT  TRAINING  MANAGMNT  CLEAN UP
COMPANY SALES PRICE  PRESUMED PURCHASER TO BUY  OPERATE FUND FUND  CONTRACT COSTS
IST TEN:
AIUCARERA 6,000,000  S0% CAHSA NONE 0 0 0 0
Y0J0A S0% CANE GROWERS 2,400, 000 0 0 0 0
ME JORES 75% A KC_TINAT 15, 000, 600 0 0 0 SERIOUS
ALIYENTOS 25,000,000  25% MGT/MORKERS 6,600, 000 0 0 0 500, 000
AGRICOLA TE 2,000,000 0% OF LAND BY OF MALI 2,700, 000 0 50,000
DE HONDURAS 80% BY 4 REBIONAL GROWERS 5,700, 000
FRODS LACTEDS 10,000,000 MILK PROD COOP 10, 000, 000 0 50,000 800, 000
SUA
ACERDS 10,000,000  COMPETITORS 10,000, 000 0 33,000 100,000
INDUSTRIALES
INRCERD 8,000,000  NOT KNOWN 7,200, 000 0 230,000
PACARSA 10,000,000  NOT KNOWN 10,000,000  1-1a MILL 0 0 0
INDS QUIM 5,000,000 R&D CTR TO UNIV FREE 5,500,000 0
CONRAD GREENHOUSES T GROWERS (1.8) 500,000
PLANT TO HANAGEMENT (.70 800,000 40,000
SYST INTL 550,000  CONSTRUCTOR 500,000 100,000 0 0 0 0
CONSTRUCT OR AUCTION
FUCENSA 2,000,000  PENN ENG/H LEON 2,000,000 4,000, 000 0 200,000 0 0
TOTALS: L 85,550,600 77,600,000 5,400,000 803,000 300,000 800,000 500,000



EHIBIT 1

SUFFCRT MNEEIE: 12 PRICRITIZD (O-EMNIES

(LEPIFAS 000'S) LB AN~
ASSMD G¥DIT 1D @MEET TRINDG mr ag

@AY SIS RIS ArSMD AROPSR TO B) GIRAIE D 3048} AT @
R 500 GVERA 0 0
QXA 6,000,000 5% CIE GOIrS 2,400,000 0 0 0 0
JEXJTS T A MIIT AT 15,000,000 0
ALDEMS 25,000,000 5% IS 6,600,000 1,200,000 0 0 0 e
GRIQIA 0o <31 CF LYD BY MLI 2,700,000 0
HIOras 9,000,000 7 BY 4 PTIIQAL GUERs 5,700,000 50,000 0,000 0 0
RIS YIK PRIUCRS
L'CITE SIA 10,00,00 crp 10,000,000 500,000 250,000 0 200,000
Reate
LOGTINES 10,000,000 Q1 PErTIOS 10,000,000 300,000 50,000 100,000 0
LaOT0 5,000,000 T ROU 7,200,000 1,000,000 50,000 0 0
122 0SS 20,006,000 ‘or kOoU 13,000,000 14,500,000 * 0 0 0
TOERIAS R0 CR TO LIV FI=E
QIICS GRS 0 GOERS 1,800,000 500,000
QD 5,000,000 ZRT ™ it ead iy 3,700,000 500,000 2,00 0 0
IVIL CEIXCT QEMRLITR
SOIME 550,000 R ALCTION 500,000 100,000 0 0 0
uosEn 2,000,000 =N EG/H IEN 2,000,000 4,000,000 0 200,000 0
{08032\ 30,00 B¢ ACTION 400,000 20,000 500,000 3 0
S:'S“\ m;m E{ N.CI'IQJ mlm mlcm 5@:01) o O

TOIALS:  S5,532,000 73,400,000 23,320,000 1,550,000 300,000 300,000 500,
* 1-14 MOy



SXHIBIT 2

DIVESTITIRE UPPGRT COMANENTS: LDBNTATIOND? 25104 A 1P

FECHWION § APPLIOATION WEN TO LE #EH NOT TD U MG DAERD]

f. CREDIT FOA 06 ANCHE
10R AATIAL ACISITION

OFGMFW?S.WORMJEE
0 DO MIT HYE EXSY ACCERS TO AEGLAR DREDIT
GM&SGRN’G?HSERMEDSTMT}BI

+ ATEANATIE CREDIT RACILITIES EX15T v USRID CREATES SPECIAL AEDISCOUNT LINE
AT CENTRAL B (PADPWTIZRTION LIE).
ELIGIE IM/Z5TORS RPELY FOR CREDST AT
COMEACIAL BYKS A0 1EXCTIATT 275,
BWAS PEDISZOONT DOOUPT AT CENTAX.
BYH VIR PAIWTIZATION AUND, UGADD

+ MO DYIDENCE THAT YRS HOWE AULED 70 57i0 ATES CONDITIONG FOR ATDISCONT
OBTRIN CEDIT THAGUSH EXISTING CMNIELS A SHAES R WITH RS IN OGS OF

+ WORVERS/MNACENENT /FPPLIERS 00 HOT
HE R RSIONVLE ALK FOR CRERSTIIG
THE XE N MYING TE CPSD;T

LAGT RZZ0AT CAEBIT LINE

T0 COMYDENT WAGIHL CREDIT NEEDS (F RY=R5
W0 HYE ELANGTED AE0ULAA LINGS OF DT, w7
HWE FEXDNNCE (FEASTING W FINWCIAL ALAG

ZEPALT.
2 CREDIT AR WDMIG v TO COMLEMENT NED5 OF ORKERS  MYSOERT/ v INESTORS WNE WREETS ZLIGING 702 U5
CRITAL HESD3 SPALIEDS A5 IN . AOVE A5 COUATIAL TN AERULAR C2ED5T

FACILITISS
LAGT RESOAT CAEBIT LINE

-

O A35157 INESTOS w0 HYE T INTRODUCE MEW

TEEHMOLOGIZS 04 COMLETE IGTALLATION OF PLWTS, v INNESTORS G RELY O ARIENT LR (]
AN PRODUCTION T2375 270, (COMPLEMENTATY Of AFFILIRTES TO CETAIN AOSITINY.

7 IRCINGY 3051144

3. LRGA COWEIGATION P &
(EAEPAMOE FYENTS)

WM TAVGCTION RUIAE5 LIGUITION (F -
MLATED EVCRMCE PADENTS I CAGH T3 BHLCYESS
NDMMIMB&D&WNM:M
TARNGFER OPERSTION wOULD RAIL INLES Tdi5
STURLING BLOCX WX OO

¢ OMLY SIMGRITY IRPEHOLDERG EQUITY 15 o
[EI6 TRHALERED MO CORSWY Wl
CONTIME TO D7ERATT A3 60IIG CONCERN

URRID FOMINISTERS RKDS NIOD SP8R0NEs
COAZESXYOING CREBITS IN CRLTATION
SiTH DU, #ICH RESISTS IN [STERRINING

EAANT R MNENTS NI, AT, TTIL.

4, TRAINING WESDS

-

WHEN WDAERS Wil HEED TD £€ TAVINED Iy ey
HILLS b TEOMIRES 75 ILONNT Kew TEEOL0-
GIES (WY 75 COMYLOENT 70 IME5I0m FINNCIAL
EFFCAT)

v HEN INSSTDS CoM PAOVIDE DN-TE-K2  +
TRAINING, 220¥1M6 O THEIR G REZIUACSS

WOAID AEMINIZTERS PADS, Diy E3TAR-
LIGES TRINING WEEDS G PECOmEN0s
AOROVY. C PESECTION OF LOA%S5NIEING
F¥T FUGRCING FOR TH!5 NRNGE
TN EXISTING PROGAYS.

BRANT

-*

HEN LAID OFF WORVERS 1EED 7D E€ RETAINE We
ALACED I HEW X055 07 IN OTHER INDUSTAIES w3
THERE 15 10 EXI5TIMG POOGRW W] TH AND5 FOR THI5
ARAOE IN HONDUAY

v BN RE-TARINING R PLACDNENT PAOORYS
EXIST A HWE NOT FEEN WTILIDSD

S PIRBENT CKTACTS WEN TEX 15 7 €D 1D RTTAIN [NOUSTRY IR

IST3 TO TEMPORRSILY AN THE XE EIG 3D, N

P24 REDOMENES FDING A WYRRDENT
COTRACT, (3A1D ADMINISTERS TS FINDG.

+EN WEIENT CONTAT COMOTGATION &
LA € NEBCTIATED 4 THE W55

BENT ORDZR TO STPENGTEN WWEDe;, PAODUCTI N, PROFIT 3RAING (RERLTS 0R180ED)
WIXETIIG ETC., D THEZ 153 10 G T3 foer
THIS 1EED (LOCAL CABNCY PORTION LY
5. COWNWY CLEAHAXYS * 70 COMLOMENT THE CYWACSS [F Tig DU 10 ZMrE v WeN DIy eRUACSS AERR TU Cver ® AT DIU'S TREST, UGAID PAVIDSS AMD-
a LEIYX 00573 LEGL BRAAIED TR C AEDT T TAWSCT) THOSE KE25 FTIFFCTOAILY €F wHeN NEW NG TO COVER LESL A ACCANTING
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Exhibit 9

NOTES FROM CONVERSATIONS WITH CHUCK CONNOLLY. 11/18 % 22/88

Connolly is partner % CED of White Knight Industries - a new company
which cuts cloth in Miami and sews it in Costa Rica (900 sewing
machines) under contract for Levi, Gap and the Limited. Formerly., he
spent vears as g production manager in the fabric business in the U. S.

Connollv said that People in the trade sav that few in Central America
are gualified to evaluate Textilera Izalco. He sugagested that CORSAIM
contract one pf the mill people from the U.S. - like Cone Mills or
Burlinaton. who are the major producers of denim. He promised to talk
with Levi to get names, and then get back to me next week.

During the second Conversation on the 22nd. Connolly suaggested inviting
Joev Habie of Guatemala to have a look. In the first place, he said,
Habie alreadv knows something about it. and could give a gquick analvsis
from a mill standpoint. Secondlv, he mioht be interested himself. Habie
owns and runs the largest plant in Guatemala. Another percsn who could
be interested is mv old friend, Moises Russ of Fegasus Inc. which owns

a firm in Guatemala. CORTEX (s@272 767-345 with the Haddad familv. The

man running the firm, Lec Williams., is very knowledgeable about the
businecs.

He also suggested that. on my return to New York I contact a friend of
his in the fabric business. His friend., Garv Kabler. oversees for LIDA
Manufacturing their production outside New York, and can introduce me
to the owners of the Companv. He reminded me to take with me an
equipment list.

Another companv he suagested mv contacting is Manes, a converter and
producer of fabrics. He did not have contacts at Burlington and Cone.
But he did sugaest I contact a Burlington retiree who is workinag in the

fabric,sewing business in Costa Rica. Joe Hamilton (S86) 36-64-39.

N
\



Exhibit 18
CORSAIN - CO-INVESTHENTS

{IN COLDNES THOUSANDS)
ANNUAL NET T0TAL NET DIVI-

CORSAIN

BOOK

% PARTI- VALLE OF
INVESTHNT  CIPATION INVESTHMNT

COMPANY SALES  PROFITS  ASSETS  WORTH  DENDS
INSINCA 3,000 1,988 92,eed 48,000 758
CONELCA b4,880 11,808 50,000 23,000 430
THRCASA 29,000 998 28,000 12,000
GUALITY FODDS 15,000 200 15,000 7.e08

CEMENTOS NAYA  3s, 000 {17,008) 73,000 (139)

{1 INSINCA CWES ¢3.4 MILLION IN DIVIDENDS T0 CORSAIN

31,000
4,000
208
520

3

b1}

24,800
5,750
360
350

(24)



Exhibit 11

FLAMNNING % FRIORITIES

Start with GoALS - what is to be achieved

Mmay require elicitina a mandate from Governors and/or Government
Conclude what is practical to achieve, and set objectives

Then decide how to do it
Bv analyzinag:
1. What there is tg work with in terms of:

a. The companies and properties of CORSAIN - their condition
and possibilities

b. The resources of CORSAIN — people. experience and monev

2. The environment within which have to wor

Then cset objectives and priorities aimed at achieving a regular flow of
divestitures

- based on common sense approach to doing some easy ones first in
order to gain experience and momentum and sernd out the riaht
signals to the public, and while doing these,

= work on the ones that will take a long time to prepare for sale.

Finally, set up check points for review along the wayv



