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I. EIECUTIVE SUMMARY

A. Background

The passage in 1986 of section 936(d) (4) of the IRS Code, made
available some $14 billion in earnings of U.S. companies in
Puerto Rico for medium and long-term financing of private sector
projects in the Caribbean Basin. However, only seven projects
have been funded under this program since its inception, a level
far below that anticipated by the u.S. Congress, the Puerto Rican
Government and the business community in the Caribbean Basin.

Through an intricate system of available tax benefits, the 936
companies have been encouraged to retain the income generated by
their Puerto Rican operations for up to 10 years. Residing
within the financial institutions of Puerto Rico, mainly in the
commercial banks such as Citicorp and Chase Manhattan, these
funds have been used to generate economic development in Puerto
Rico.

B. Objectives

The purposes of this study are:

o To identify the constraints to the use of 936
funds from the point of view of both the lender
and the borrower

o To determine ~hether a 50% guarantee provided under the
Private Sector Revolving Fund managed by PREll would be
useful" in increasing the flow of funds

o To recommend a workable guarantee structure and other
measures necessary to address the constraints
identified.

C. Reyiew of CBl Investme~

The 936 investment portfolio in Puerto Rico is a conservative,
short-term one, characterized by high-yield instruments such as
certificates of deposits, repurchase and reverse repurchase
agreements, GNMA bonds, AFICA bonds and other instruments
required under the Puerto Rican Industrial Incentives Act.

~rawing on these funds available through the financial
institutions and the Puerto Rican capital markets, seven projects
have been funded in the Caribbean Basin. These are:

o The ABC corrugated box factory in Dominica. This
project was $2 million in size and involved the
construction of a corrugated box factory in Dominica.
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The loan was made by citibank with a parent company
quaranteen

o The purchase and lease of aircraft by Air Jamaica.
This project was funded by a bond issue managed by
Drexel Burnham Lambert, Puerto Rico Inc. It was $51
million in size and was guaranteed by American Express
Bank and Sanwa Bank.

o The construction and equipping ot a power barge for the
Dominican RepUblic. This project which is being
undertaken by Seabord Marine involves the sale of
electricity to the Government of the Dominican
RepUblic. The loan for this $18 million project
was made by Chase Manhattan with a parent guarantee.

o The modernization and expansion of the long-distance
telephone system in Barbados; This project involved the
purchase of telecommunications equipment by the
Barbados External Telephone Company, a subsidiary of
Cable & Wireless. The loan, extended by Scotiabank,
totaled $13 million. A comfort letter was provided by
the parent company.

o The refurbishing of the Wyndham Rose Hall Beach and
Country Club in Jamaica. Chase Manhattan issued a 10
year, ($4 million) note to finance the refurbishing of
the Wyndham Rose Hall Beach and co~ntry Club in
Jamaica. A full guarantee was provided by OPIC

o The purchase of pre-fabricated houses from Puerto Rico
by the Government of Jamaica. One of the first
to be funded under the program, this project involved
the purchase of pre-fabricated houses from Puerto Rico.
Financing from this project totaling $8.7 million
was made available by the Government Development Bank
of Puerto Rico (GOB) and the Puerto Rico Industrial
Development Company (PRIDCO).

o Th~ construction of the Puerto Rico - Jamaica "branch"
of the AT&T Transcaribbean Cable. A total of $17
million was raised through a bond issue in Puerto Rico
to finance the Jamaican section of AT&T's
Transcaribbean Fiber Optic Cable. Credit enhancement
was provided by AT&T.

These projects range from $2 million to $51 million in size and
have established the pattern to 936 lending activiti~s. An
analysis of the loan structures used for each of these projects
shows that in all instances but one, either off-shore guarantees
were obtained for cross-border lending or the transaction was
structured to ensure that all risk would be U.S. risk.

2
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Guarantee coverage included all risks and was obtained from a
number of sources including the u.s. Gov~rnment, regional
governments, parent companies and other financial institutions.

C. Conclusions and Recommendations

Based on the interviews conducted with financial instutions and
investors in Puerto Rico, Barbados, Jamaica and the Dominican
Republic, the following conclusions were made:

o u.s. commercial and investment banks require a full
(100%) guarantee for All risks associated with section
936 loans.

o Partial guarantees will not be attractive to u.s.
commercial and investment banks but might be to
Canadian banks and other selected financial
institutions.

o Even if full guarantee coverage is available, u.s.
commercial and investment banks will only consider
projects in excess of $3 million.

o Canadian commercial banks are willing to ccnsider
projects in the range of $1 and $3 million, with or
without a guarantee.

o Investors and banks in the Caribbean Basin are
reluctant to engage in foreign currency borrowing or
lending because of the associated exchange and transfer
risks.

o CBI financial institutions generally believe that any
guarantee fee in excess of 1% would be unattractive.

We do not believe that a 50% guarantee will be attractive to the
u.s. commercial and investment banks in Puerto Rico but will be
attractive to the Canadian commercial banks. If PREll wishes to
pursue the development of a guarantee facility on this basis, we
recommend the following approaches:

o Providing full guarantee coverage for projects between
$1 million and $3 million in size

o Providing full guarantee coverage for levels of
sovereign risk, backed by negotiated agreements with
CBI Central Bank authorities

o Limiting guarantee coverage to projects generating
foreign exchange or having access to export earnings in
off-shore accounts

3



o Limiting implementation to ~ertain countries where
foreign exchange markets are relatively stable.
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II. INTRODUCTION

A. Objectives

since the passage in 1986 of section 936(d) (4) of the IRS Code,
the movement of loans into the Caribbean Basin from Section 936
funds in Puerto Rico has not occurred at the rate expected by the
u.s. Congress and the Caribbean Basin countries. Whether this
was due to Puerto Rican promotion efforts which created
unrealistic expectations or to fundamental flaws in the concept,
it is generally believed that the program has not lived up to
expectations. In order to increase the flow of funds, PREll has
undertaken an examination of the feasibility of establishing a
guarantee facility for loans made under this program.

The purpose of this study is three-fold:

o To identify the constraints on the use of section 936 both
from the lenders' and the borrowers' points of view

o To determine whether a 50% guarantee made available to
section 936 loans to projects of between $1 million and $3
million in size would assist in increasing the flow of funds
into the Caribbean Basin;

o To make recommendations on the structure of such a facility
and other measures to address the constraints identified in
the study.

B. Background

1. Historical Perspective

Under Section 936 enacted in 1976, U.S. subsidiaries in Puerto
Rico were permitted to distribute profits to parent corporations
on a current basis and receive a credit in the U.s. The
possibility of having immediate access to the profits of their
sUbsidiaries in Puerto Rico as well as the tax incentives
structure developed by the Puerto Rican Government, attracted a
large number of u.s. companies to the island. The funds
generated by the companies under section 936 were welcomed by the
Puerto Rican banking sector which was then experiencing a
liquidity crisis. The massive inflows of external funds eased
the banks' liquidity situation and ~aid the foundation for the
revival of the Puerto Rican economy by reducing the cost of funds
to the banks and the ultimate borrowers.

In addition to encouraging significant amounts of private capital
inflows into the economy, Section 936 fueled the indirect and
direct creation of jobs throughout the society. It is estimated
that for each direct job created under section 936, about one or
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two jobs are created indirectly. Section 936 is responsible not
only for the generation of employment for Puerto Rico's economic
revival of the early 1980s, but also responsible for the
development of the infrastructure, the provision of affordable
housing and the financing of domestic industry.

2. Puerto Rico's cal Program

During debate of the Tax Reform Act in 1986, the u.S. Congress
raised the issue of replacing Section 936 with a wage credit
arguing that the original objective of Section 936--the
generation of employment in Puerto Rico--was no longer being
addressed efficiently under Section 936. In an effort to
preserve these benefits, the Government of Puerto Rico concluded
an agreement with the u.S. Congress and the Department of the
Treasury which is embodied in Section 936(d)(4), commonly known
as the 936 CBI Program.

The intention to replace Section 936 in 1986 created concern
within the Puerto Rican government and banking communities as
well as among the 700 U.S. companies with operations in Puerto
Rico enjoying the benefits of Section 936. In order to preserve
the benefits under this section of the IRS code, the Puerto Rican
Government concluded an agreement with the u.S. Congress,
specifying that the funds generated under Section 936 would be
used to finance private sector projects in the Caribbean Basin
countries which were beneficiaries of the Caribbean Basin
Economic Recovery Act (CBl) and which had signed Tax Information
Exchange Agreements (TIEAS) allowing the IRS access to the
financial accounts of u.S. citizens in that country.

3. Recent peyelQpments

with the passage of section 936(d) (4), the burden of overseeing
and promoting the program fell to the Puerto Rican Economic
Development Administration (FOMENTO) and the Commissioner of
Financial Institutions as the regUlator of the commercial,
investment and savings banks in Puerto Rico. Promotion of the
program began immediately, and Jamaica, Barbados, Grenada and
Dominica were among the first countries to conclude TIEAs with
the u.S. and to enact the necessary enabling legislation.

Promotion of the program, however, outpaced the creation of
Puerto Rican Government and u.S. Treasury structures needed to
implement the program. Projects were approved on a case-by-case
basis. Delays in the program were significant, discouraging
both the financial institutions in Puerto Rico and the potential
investors and commer.cial banks in the Caribbean Basin from
participation in the program.

Within Puerto Rico, responses to the program were mixed. After
years of having exclusive access to the 936 funds, Puerto Rican
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authorities were concerned about both the movement of funds away
from the island and possible competition from the Caribbean
Basin. In respons~ to this concern~ the Government initially
attempted to promote the concept of "twin" or complementary
plants which encouraged 936 companies to move part of their
production (primarily the labor-intensive activities) off-shore
into the Caribbean Basin. This arrangement has been utilized by
many of the 936 companies including Westinghouse (which
established several plants in the Santiago Free Zone in the
Dominican Republic), Johnson & Johnson, SmithKline Beecham and
TIl Industries.

Another group that was slow to support the program was the Puerto
Rican financial institutions. The financial sector in Puerto
Rico had grown sUbstantially since the original passage of
Section 936 in 1976. Financial activities, inclUding those of
the commercial and investment banks, were limited to the Puerto
Rico market, and focused on the deposits of the 936 companies.

Since these activities did not involve any cross-border and
minimal commercial risk (because the clients were primarily the
936 companies themselves), lending within the Caribbean Basin was
unfamiliar and approached with caution. Traditionally-required
lending guarantees were not available in the Caribbean Basin and
large "bankable" projects to which the commercial and ::nvestment
banks were accustomed, were difficult to identify.

Finally, there were the 936 companies themselves, the legal
owners of the 936 deposits who shared the concerns of the Puerto
Rican financial institutlons about the creditworthiness of the
loans and the risks associated with lending into the Caribbean
Basin. Furthermore, even though the companiGs had already made
investments in the Caribbean through "twin" plant arrangements,
the demand for such plants on the part of the 936 companies could
not be sustained. This was especially true in the case of the
capital-intensive pharmaceutical companies.

Significant 936 loan activity has developed only within the last
year, throe years since the passage of the law in 1986. A
noticeable change has occurred in the program due to the increase
in the number of TIEA countries in the Caribbean Basin with the
addition of the Dominican Republic and Trinidad and Tobago: the
development of temporary u.S. Treasury Regulations establishing
the parameters of the program and clearly defining the crit~ria

for eligible investors and projects: recent legislation
establishing the Caribbean Basin Project Financing Authority in
Puerto Rico; and actual finalization of transactions and
disburs~ment of funds to several projects throughout the region.
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III.

A.

BEVIEW OF CBI INVESTMENTS

Introduction

The portfolio of investments of the 936 companies and the
financial institutions in Puerto Rico are determined by two
factors: the conservative, short-term financing requirements of
the 936 companies and the applications of Regulation 3582 and the
Puerto Rican Industrial Incentives Act.

Within Puerto Rico, the Commissioner for Financial Institutions
is responsible for the enforcement of Regulation 3582, used to
regulate the financial institutions located in Puerto Rico.
Regulation 3582, which determines how banks invest their 936
deposits, has three goals: 1) to channel 936 funds into eligible
activities and reserve requirements that will promote economic
development in Puerto Rico, and 2) control the interest paid on
936 investments to ensure that the ultimate borrower will benefit
from lower rates and 3) to ensure a mora even distribution of 936
deposits among the banks.

Under the regUlation, the banks must place 23-24% of their 936
deposits as follows: 15% to the Government Development Bank
(GDB); 1-2% in the Economic Development Bank (EDB); and 7% in
other high priority development activities. To ensure that
deposit rates do not go up, the regulation requires the financial
institutions to generate additional investment in eligible
activities under the tablita (if r~~e is 70% of the Eurodollar
rate) and the index which is related to the investment of 936
funds outside of Puerto Rico and the Caribbean Basin.

The rates payable "';". 93~ investments as well as the rates
availaDle on 936 funds being lent to the CSI countr:ies diff,er
depending on the time of the year. During June and December,
when requirements such as the payment of dividends on the
mainland cause the 936 companie~ to repatriate their profits,
both the rates paid on the investments and those available on 936
loans increase. In 1988, the 936 companies withdrew $242 million
from citibank and Chase Manhattan, the largest holders of 936
deposits. Rates during these months can increase to mora than
82% of ~he Eurodollar rate, causin~ the financial institutions to
generate even more eligible activities to fulfill the
requirements of Regulation 3582. The cost can be significant.
The 936 companies generally maintain their profits in Pusrto Rico
for the remainder of the year unless there is an emergency need
for funds as in the case of Johnson , Johnson several years ago
when its sales of Tylenol fell in the u.s.
While the Industrial Development Income (101) generated by the
936 companies in terms of profits and investment income is
considered tax-free in the U.S., it is taxed upon repatriation to
the mainland by the Government of Puerto Rico. This "tollgate
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tax," as it is commonly known, is 10% if immediate repatriation
occurs.

The Government has developed a system of tax benefits to
encourage the 936 companies to retain their profits in Puerto
Rico. This system entails the reduction of the tollgate over a
period of time. If 50% of the 101 is invested, then a 5%
tollgate is charged on the invested portion while the uninvested
portion remains at 10%. However, if 50% is invested in Puerto
Rican municipal bonds for 5 years, no tol1gat.e tax is charged on
any income. This is also the case if 50% is invested for 10
yaars in investments which qualify as 2j investments.

These are the main determinants of the investment portfolio of
the 936 companies. Because of this incentive structure, the 936
companies generally maintain their profits in Puerto Rico for up
to 8 years and funds are repatriated to the mainland between
years 8 and 10. For this reason, most loans and bonds, such as
those issued by AFICA, have tenors of 5, 8 or 10 years to
accommodate the companies.

company funds are managed primarily by the Treasurers or
Comptrollers of the 936 companies. Investments in Puerto Rico
are considered to be u.s. risk and the market is full of high
quality instruments which are backed by the u.s. Government, the
Puerto Rican Government or the 936 companies themselves.
Therefore, all the investment risk in the Puerto Rican market is
assumed by the financial institutions and the 936 conlpanies
themselves.

B. Analysis of the 936 Portfolio in Puerto Rico

As of February 1990, the amount of 936 funds in Puerto Rico, in
terms of eligible funds invested in eligible instruments, was
~9.3 billion of which 63.23% was in commercial banks, 13.42% in
savings banks and 23.32% in brokerage houses. The Section 936
portfolio is mainly divided among five major instruments: Short
term investments (primarily 90-day certificates of deposit) ;
repurchase agreements (repos); AFICA b~nds, GNMA Bonds and 2j
investments. These instruments, summarized in Exhibit I, can be
described as follows:

o Direct peposits and Certificates of peposit

For the most part, the portfolio maintained by tha 936
companies is a short-term, conservative one. Its
emphasis on yield is reflected in the 1a~'7ge portion of
936 funds h~ld in the commercial and savings banks.
Most of these are held in certificates of deposit (CDs)
in such banks as Citibank, Chase Manhattan, Banco
PopUlar, Banco de Ponce and scotiabank. Direct
deposits are also held in savings institutions which
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account for 936 funds. In some cases, the funds in the
savings banks come from reverse repurchase agr~ements.

However, these instruments have dropped from $1.5
billion in 1988 to $1.2 billion at the end of 1989
with the drop in 936 business for the investment banks
from 936 companies from $2.8 billion (1988) to $2.5
billion (1989) •

o Repurchase Agreements Cre.pos)

Repurchase Agreements (repos) are deposits effectively
secured by ownership of securities. They are used by
investment banks to channel funds to financial
institutions that would not receive 936 funds directly.
Under investment agreements, 936 companies agree to
place a certain amount of 936 funds with the brokerage
house for a period of time (about 5 years) for
investment in various 2j investments.

Among t ... ·". most common types of repos are those wh~.ch

allow 936 companies to purchase U.s. Government issued
or backed securities, such as GNMA bonds (Ginnie Maes)
with the understanding that the brokerage house will
~epurchase the securities generally within a year but
1.ROre often in 90 days. ·In a simultaneous transaction,
the brokerage house enters into "reverse" repos with
savings banks and other institutions for the purchase
of securities (Ginnie Maes) making the funds available
for other activities. The 936 cOMpanies ar~ thus
provided a form of "medium-to long·-term" investment
without being tied into a rate over the long-term.

o AFICA Bonds

Established in 1977 under Act No. 121, the Puerto Rico
Industrial Medical Education and Environmental
Pollution Control Financing Authority (AFICA) was
create(~ for the purpose of promoting economic
development and social welfare in Puerto Rico. It
provides eligible private entities with access to the
tax-exempt capital market in order to obtain financing
for qualified projects. AFICA obtains funds through
the issue of tax-exempt revenue bonds. The loan
agreement between AFICA and the private borrower
provides the security and the source of paYments for
the bonds. As of June 1989, AFICA had reVe"ue bonds
outstanding to the amount of approximately $1.8
billion. The terms of the bonds gen~rally range from 5
to 10 years and are priced at LIBOR relative to the
tenor of the bond.
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o GNHA Bonds (Ginnie Maes)

These mortgage bonds, issued in Puerto Rico and backed
by the Government National Mortgage Association (GNMA),
are high credit quality, high-yield instruments that
generally have a tenor of 15 to 20 years. These are
long-t~rm instruments which are subject to the
prepayment of the underlying mortgages making the term
uncertain. For these reasons, they have limited appeal
to 936 company treasurers unless portfolio management
techniques can be applied to mitigate the prepayment
risk. However, 936 funds do find their way indirectly
into Ginnie Maes through the reverse "repos" described
previously.

o other 2; Investments

Under Section 2j of the Puerto Rican Tax Incentives Act
of 1987, 936 companies are directed to place their
funds in a number of specific investments. The
interest and dividends on 936 funds invested in these
instruments are tax exempt and qualify for special
tollgate tax treatment. Investments covered in Section
2j include construction nnd housing loans~ obligations
of the Puerto Rico Conservation Trust, Farm Credit
Banks of Baltimore~ maritime and air operations~

capital liabilities and preferred stock issued by
financial institutions in Puerto Rico under The Puerto
Rican Banking Act (Act No. 55, May 12, 1933)~ and 936
deposits or investments made by banks, savings and
loans, savings banks, brokerage houses and other
similaJ7 institutions. It is estimated that $4-$5
billioJ: are invested directly in 2j assets.

C. ~xisting car Investments

1. SUmmaries of Existing Projects

Even though the section 936 program has been in existence for
several years, the investments financed under this program number
only about seven. The 936 CBI investments ~xamined in this
section are limited to projects funded dir.ctly from section 9~6

funds on deposit at Puerto Rican financial institutions in csr
beneficiary countries which have signed TIEAs. The projects
under consideration in this section do not include projects
undertaken in non-TIEA countries funded from non-possession
source income. A project summary is contained in Exhibit II and
a complete list of projects is contained in Appendix I. The
latter includes projects funded with and without ~36 funds in
TIEA and non-TIEA countries.

All of the projects described in this section have similar
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characteristics. They are large projects; the smallest or._ heing
$2 million and the lar~est $51 million. Furthermore, all tLe
loans or notes, witn one exception, have been quar~\teed eithe.~

by other commercial banks (as in the case of Air Jamaica), by
parent companies, or by the ~.S. Government (as in the cases of
AT&T and W)"nrlham Rose Hall respectively). All of these were off
shore guar.~~cees. Finally, most of the transactions were
conducted in Puerto Rico witt; Puerto Rican institutions t.o avoid
or reduce cross-border exposure. Inconvertibility and oth:~

so~ereign risks were assumed by the borrowers or guarantors. The
only exception, the loan to the Barbados External Telephone
Company (BET), was one in which Scotiabank, the credito~7 bank,
assumed the cross-border risk.

c ~C Container (Dominica), LtJiL

,
./

o

In April 1989, ABC Container, a manufacturer of
corrugated boxes in Puerto Rico, decided to establish a
box factory in Dominica to p~~vide carton containers to
Dominica's banana industry. The borrower in this case
was ABC Container (Dominica) Ltd and the amount of the
loan was $2.1 million. The funds were disbursed in
August 1988 and the term was for 10 years. The size of
loan made by Citibank Puerto Rico to the Puerto Rican
SUbsidiary, an existing customer of the bank, i~ the
smal1e~t loan made to date under the progra~. t-~ile

the bank is assuming the credit risk associated wi.th
the loan, this is expected to be minimal since the
company is an existing client. Furthermore, the
transaction ~as conducted in Puerto Rico, with a Puerto
Rican company guarantee and the cross-border risk is
being assumed by Ghe borrower rather than the bank.

Air Jamaica

This transaction involved the purchase and lease by Air
Jamaica of two aircraft (AirbUS A300-B4s) valued at $65
million by Air Jamaica and was based on two finance
leases with ALG Puerto Rico, a leasing company
organized as a corporation in Puerto Rico as an
eligible "similar" institution under RegUlation 3582.
Fi.fty percent-owned by ALG, Inc, a Missouri-based
company, the corporation was able to finance the
acqui~it.\r,;!,! and leasing of aircraft to Air Jamaica
through the issue of $51 million of notes (Series A-
$14,000,000; Series B--$15,000,000; series C-
$5,000,000 and Series D--$17,000,000). The rate on
the Series ~ notes was set at 81%, Series B at 83%,
Series C at 83% and Series D at 88% with the initial
rate based on 90-day LIBOR as of the date of issue
(August 1989). The notes have varying maturities with
the Series A a~d B due in 1994 and 1997 respectively
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and Series C and D due in 2000.

These notes were guaranteed by a letter of credit from
American Express Bank Ltd and a "wraparol-lnd" letter of
credit from Sanwa Bank. They will be retired through
lease payments from Air Jamaica int~ a sinking fund
managed by American Express. To secure its obligation
under the lease arrangement, Air Jamaica made security
payments of $4,750,000. The aircraft leases are
guaranteed by th~~ Government of Jamaica and the
aircraft are reg ~tered in all the countries to which
the airline flie._., ~aking repossession possible in case
of default. Exchange and inconvertibility risks have
been assumed by the borrower, ~ government-owned
institution and, currently a nat user rather than
generator of foreign exchange. There have been no
agreements between Air Jamaica and the Bank of Jamaica
for priori~'.y access to foreign exchange. Funds were
disbursed in August 1989.

o The Barbados External Telephone Company (BET)

One of the unique transactions conducted under the
program, this loan, which amounted to $13 million, will
be used for the purchase of switching equipment, PBX
systems, and cables for the expansion and modernization
of the long-distance telephone system in Barbados. The
rate on the loan was 80-85% of LIBID (30-180 days' 936
rate plus 1/4).

Unlike the others, this t~ansaction did not involve the
use of an off-shore guarantee. Owrership of BE'll is 60%
by Cable and Wireless (C&W), 25% by the Barbados
government and 15% by others. As an existing client of
Scotiabank Barbados Ltd, BET was able to approach
Scotiabank Puerto Rico for 936 funding based ~n a
recommendation and credit analysis conducted by the
local bank. In this case, the funds will be lent off
sho~e (in Barbados) and scotiabank will assume both the
cr~~it and cross-border risk. As the majority
shar~ho1der in BET, C&W provided a comfort letter
(which is not legally bind.tn9/ t.o cover the
transactior..

However, the decision to fund this t:~hs~ction and accept
the risk on the part of scotiebank w~s based on C&W's
status as an existing clie~t of Bank of Nova Scotia on
a worldwide basis as well as BET's reliability in
generating foreign exchange through a monopoly on the
island's long-distance traffic. The loan was made in
the context of scotiabank's C&W exposure worldwide, its
country exposure limit in Barbados and the strength of
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BET's creditworthiness.

o AT&T Fiber Optic Transcaribbean Cable

The firs~ project to be funded under the temporary u.s.
Treasury regulations was the $17 million loan used to
fund the section of the Trans Caribbean Fiber Optic
Cable which serves the Dominican Republic, Jamaica and
Colombia. The major issue in the funding of this
transaction was the determination of the portion of the
Cable which could be considered eligible CBI/TIEA
investments. Since the Dominican Republic was not a
TIEA country, the only section of the $180 million
project which qualified was the $17 million Jamaican
iJortion.

The financing was accomplished through the issue of 10
year notes ( renewable after 5 years for an additional
5 years). The interest ~ates on the notes were based
on the 936 90-day floating rate (about 78% of LIBID).
The notes were managed by a syndioate of banks with
Chase Manhattan as the lead bank and the Banco de
Ponce, Banco Popular, Paine Webber and citicorp as
participants. Most of the issue was purchased by C~ase

with a small part by Banco de Ponce.

In this case, as in the case of BET, the
creditworthiness of AT&T provided the basis for the
t~ansaction as only issues that are rated AA or better
are attractive in the Puerto Rican market. In
addition, the transaction was conducted in Puerto Rico
with a Puerto Rican-based company with any cross border
risk being assumed by the borrower.

o Seaboard Overseas Ltd

The first project to be completed in the Dominican
Republic under its recently signed TIEA involved the
construction and equipping of a 40 megawatt power barge
for the sale of electricity to the Corporacion
Dominicana de Electricidad (CDE). The amount of the
loan was $18 million and has been made by Chas~

Manhattan in the form of a "hullet" loan to be repaid
in 8 years. A parent guarantee provided for loan
repayment based on an arrangement with the Government
of the Dominican Republic for the purchase payments to
be made in foreign currency. Since the company is not
a Dominican company (the loan was made to
Transcontinental Capital, a Bermuda SUbsidiary of
Seaboard Marine, a small, U.S.-based multinational with
a Puerto Rican SUbsidiary), the bank is not assuming
any cross-border risk and the foreign currency risk 1s
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being assumed by the borrower. The rate in this case
was about 85% of LIBID.

o Wyndham Rose Hall Beach and country Club

Part of the Government of Jamaica's efforts to
privatize its hotels, this project is being financed
through the Jamaican debt conversion program by
Trammell Crow, the U.S.-based o~~er of the Wyndham
chain of hotels which is purchasing this hotel
property. The 936 loan, a 10-year note for $4 million
at 86% of LIBID through Chase Manhattan, to be used for
the refurbishing of the hotel.

The preceived risks of this transaction were minimal
due to Trammell Crow's reputation as a well-known and
£inancially sound member of the U.S. real estate
community. Moreover, the transaction was backed by a
U.S. Government guarantee provided by the Overseas
Private Investment corporation (OPIC). This was a full
guarantee covering both sovereign and commerci~l risks
associated with the transaction.

o Jamaican Housing Project

One of the first projects to be funded under Section
936(d) (4) was the purchase of 754 pre-fabricated houses
by the Government of Jamaica from Puerto Rico. This
purchase which was made using 936 funds on deposit in
the GDB and funds from the Puerto Rico Industrial
Development Company (PRIDCO) amounting to $8.7 million
at a rate ~f 85% of LIBOR against an official
Government of Jamaica guarantee. This involved the
placement o~ foreign currency in an off-shore U.S.
accoun~ by the government to secure the loan. Even
though the transaction was undertaken, it is highly
unlikely that the Jamaican Government will finance a
similar transac~ion because of its effect on the
foreign exchange reserves of the Bank of Jamaica. The
terms of the 10a~1 were $7.5 million from the GDB for 16
1/2 years at 8% and $1.2 million from PRIDCO for 10
years at 8 1/2%. The funds were disbursed in October
1987.

Most well-developed projects have been accepted after
consideration by the commercial banks. One of the first projects
to be actively considered and rejected for financing, was the
construction of the Spanish Fort Free Zone in Jamaica. This
project was estimated to cost between $17-$~3 million and was to
be funded in part by the National Bank of Commerce in Jam~ica.

To conclude the transaction, Drexel Burnham Lambert Puertv Rico
sought a gu~rantee frc,m OPIC which was refused on the grounds
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that the proposed manager of the Free Zone had no prior
experience in the management of a p~ivate free zone nor any
equity participation in the project. Unable to obtain credit
enhancement, the developer lost interest in the transaction.

2. Potential Projects

At the present time, FOMENTO is considering several projects for
funding which inclUde Abbott Laboratories (Dominican R~public),

the Caribbean Methanol Company (Trinidad and Tobago), Lnd Phoenix
Park (Trinidad and Tobago). These projects have been approved by
the Commissioner of Financial Institutions and FOMENTO without
the disbursement of fund,s.

In the case of Abbott Laboratories, the company plans to use $4.5
million to construct a "twin pJant" in the Dominican RepUblic to
produce intravenous solutions. Expected to be funded in 1990,
the plant will be located in one of the Dominican free zones.

In the case of Caribbean Methanol Company, a joint venture
between a Trinidad Life Insurance company and foreign investors,
the funds will be used for the construction of Trinidad's second
methanol plant. The project size is $79 million and is expected
to receive an OPIC guarantee. citibank will loan 936 funds for a
term of 8 years. Disbursement of funds is planned for May 1990.

Finally, in the case of Phoenix Park, a joint venture between the
Trinidad Government and a private investor, the 936 funds will be
used to build a facility to separate butane and methane from
natural gas. The estimated project size is $6.5 million and
funding will be provided by citib&nk. Credit enhancement in this
case will be provided by Dupont during the construction phases.
The terms of the loan is 9 years and the expected date of
disbursement is April 1990.

In addition to these projects which have received approval, there
are several projects with the potential of qualifying for 936
funding. A $1-$3 million project by Chestnut Hill Farms in the
Dominlcan Republic i a sUbsidiary of Seaboard Marine, involves the

- export of melons and winter vegetables to the u.s. ~arket.

Preliminary discussions have ascertained that Seaboard Marine is
willing to provide a guarantee of all the risks associated with
the project. On this basis, the Banco de Progreso is interested
in seeking 936 funds for financing. In addition, Royal Bank of
Canada in Barbados is considering two tourism projects for $1
million and $10 million respectively in size. Finally, Canadian
Imperial Bank in Barbados is looking into the funding of a
proj~ct for the manufacture of pharmaceuticals. The company
involved is currently a supplier to Eli Lilly.
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Summary of 936 CHI Investments

Country Lender Rate Tenor Size CreditProject
(fI,) (years) ($M) Eilbucement

AT&T Transcan"bbean
Jamaica Public

78/UBID 10 17 100% •• ParentFiberOptic Cable Offering

Jamaica Housing Jamaica OOB 85/UBOR 10-16.5 8.7 l00%-ooJProject

ABC Container Dominica Citibank n/a 10 2.1 100%·· Parent(Dominica) Lid

Public 100%·· American
Air Jamaica Jamaica 83/LIBOR Varies 51 Express Bank/Offering SanwaBank

Barbados External Barbados Scotiabank 85/LIBID 3-5 13 Comfort letter-ParentTelephone Company

Seaboard Overseas Lid DR Chase
85/LIBID 8 18 100% •• Parent

Manhattan

Wyndham Rose Hall Jamaica Chase 86/LIBID 10 4 100%··OPICBeach and Country Club Manhattan



xv. ANALYSIS QF DEMAND FOR SECTIQN 936 LOAN GQARANTEES

A. Introduction

In or.der to successfully analyze the demand for a 936/CBI
investment guarantee, it is necessary to examine some of the
existing constraints to increased 936 lending, not only in Puerto
Rico but also in the Caribbean Basin. This analysis will assist
in deter~ining the feasibility of the facility, identifying the
issues that would have to be addressed in the structuring of such
a mechanism and targeting potential markets for the sale of this
product.

The major concern of the Puerto Rican financial institutions as
holders and lenders of 936 funds is transfer risk. Puerto Rican
commercial and investment banks are unwilling to lend or raise
funds in the Puerto Rican markets without full, off-shore
guarantees. While the concerns of the regional commercial banks
are similar, their focus is on foreign exchange risk eupecially
in Jamaica and the Dominican RepUblic. For this reason, most of
the local banks lend in local currency and would only consider
foreign currency lending if the foreign exchange risk can be
removed. However, in Barbados, Royal Bank of Canada and Canadian
Imperial Bank have foreign currency loans in their portfolios
with tenors as long as 7 years. In Jamaica, citibank lends only
in foreign currency.

B. Constraints to Increased CSI Investments

1. Commercial and sovereign Risk

For the commercial banks, and indeed any of the financial
institutions engaged in lending activities in the 936 marketplace
in Puerto Rico, the reduction of commercial and sovereign
(inconvertibility, political violence and expropriation) risks
are of major importance. Although banks may differ with regard
ta Which risk is more important--some are more concerned about
sovereign risk--all are in agreement that projects which produce
additional risk exposure in the Caribbean Basin is unacceptable.
This conservative approach to risk is dictated not only by the
banks' basic commercial lending practices, but also by the
requirements of the u.s. bank regUlatory agencies.

While the regUlatory agencies maintain that the decision to lend
in CBI countries is not determined by banking regUlations, but
rather by bank management, bank examiners have developed a loan
portfolio classification system based on the decisions of the
Inter-Agency Country Exposure Review Committee (ICERC), an inter-
agency group with representatives of the Office of the .
Comptroller, the Federal Deposit Insurance Corporation (FDIC) and
the Federal Reserve Board of Governors. This classification
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system rates a bank's loan portfolio according to its exposure in
developing countries and has the potential effect of downgrading
the bank's lending portfolio. As a result, Puerto Rican
commercial banks are willing to lend to projects only when the
cross-border and commercial risks can be guaranteed off-shore.
The burden that these regulations place on the banks in terms of
off-shore guarantees has been one of th~ chief obstacles to the
success of the program.

Most of the section 936 loans to date have been made with an off
shore guarantee from either parent companies or the u.s.
Government, as in ~he case of The Wyndham Rose Hall in Jamaica or
a CBI Government, as in the case of the Jamaican Housing Project.
The BET project in Barbados, however, is one which did not
receive an off-shore guarantee.

2. Proiect Size

Of all the projects funded to da~e under Section 936, project
size has ranged from $2 million to $51 million, the size of the
Air Jamaica transaction. Citibank is currently considering the
funding of two projects in Trinidad and Tobago for $70 million
and $79 million respectively. If funded, these will be the
largest projects under the 936 CBr Program. Puerto Rican
commercial and investment banks generally maintain that projects
of less than $6 million in size hold little interest for them as
it is not cost-effective to develop and complete such
transactions. Furthermore, based on the transaction costs of a
bond issue through AFICA, some bankers feel that a project must
be between $10 million and $12 million in size to justify the
transaction costs expected under the neWly-created Caribbean
Basin Project Financing Authority which has yet to be utilized.

Not only are small projects not cost-effec~ive in terms of
transaction costs, they are also riskier. This Characteristic
makes the identification of suitable guarantee sources more
difficult. Since credit enhancement has been a prerequisite for
936 funding, small projects have not been actively considered.
The funding of the ABC Corporation in Dominica was an exception
to the rule because the company was an existing client of
Citicorp in Puerto Rico. That funding for projects this size or
smaller, will continue to be the exception is evident from the
size of both projects that have received funding and those
actively under consideration.

Within Puerto Rico itself, the issue of project size differs from
bank to bank. While most of the u.S. commercial banks fund only
large projects and are unwilling to consider projects of less
than $6 million, this is not the case with the Canadian Banks
such as scotiabank and Royal Bank of Canada. This difference in
focus may be reflective of the fact that the Canadian bank
network is found primarily in the smaller Eastern Caribbean
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islands and Barbados. These banks were willing to consider
project sizes of between $1 and $3 million.

3. U.S. and Puerto Rican Goyernment Regulations

Initially, one of the major constraints to the implementation of
the 936 CBI program was the absence of U.s. Treasury and Puerto
Rican Government regulations governing the program. While the
language contained in section 936(d) (4) contained references to
"active business assets" and "development projects," the exact
meaning of these terms stayed undefined until September 1989 when
the U.S. Treasury published its temporary regulations. The
regulations contained definitions, but they also contained
impo~tant restrictions on the purposes for which 936 funds could
be used. The regulations contained no references to the use of
936 funds for privatization, one of the main generators of
private sector projects in the region and trade financing. In
addition, they placed limits on the use of 936 funds for
refinancing (only assets that were less than 5 years old) and on
working capital loans. In Puerto Rico, the charter of the GOB
limits the use of 936 funds on deposit in the GOB to the funding
of "twin plant" projects.

4. The Approval Process

The delay in the formulation of Treasury Regulations at the start
of the program, together with the required approval process in
Puerto Rico which involved FOMENTO and the Commissioner of
Financial Institutions, causei significant delays in the approval
process and discouraged potential investors and commercial banks.
In the absence of published regulations, projects had to be
approved by the U.s Treasury on a case-by-case basis and the
guidelines were developed in an ad-hoc fashion. Financial
institutions and investors seeking to lend and borrow under the
program had to guess at the types of projects that would meet
with Treasury approval and then expend money and time to obtain
that approval and "no objection" letters from the IRS.

Since the pUblication of the regulations, financial institutions
and investors have more precise guidelines making their
decisions. However, because of the "due diligence" requirements
placed on the Commissioner of Financial Institutions in Puerto
Rico with respect to the administration of the program, case-by
case project approvals are still required by the Commissioner.
These are not granted unless projects are accompanied by an
opinion of Puerto Rican counsel that the project falls within the
Treasury guidelines. For CBI financial institutions and
investors, these requirements are costly.

5. Absence of TIEA countries

During the early years of the program, the participation of the
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CBl countries was limited by the requirement laid down by the
u.s. Treasury that only countries that had concluded TIEAs with
the u.s. could participate in this program. For countries with a
sociedad anonima commercial system--which included most of
Cen~ral America--the possibility of participation was limited.
Since this was not a problem in the English-speaking Caribbean,
the first countries to sign TlEAs were Barbad?s, Jamaica, Grenada
and Dominica. However, the financial institutions in Puerto Rico
believed that the investment opportunities offered by these
countries were few, and this attitude limited the expansion of
the program.

C. CBl Financial Institutions

The participation of CBI financial institutions in the 936
program has been limited for the following reasons:

o 936 loans must be booked in Puerto Rico

In order for a loan to be considered eligible according
to the Puerto Rican and u.s. Treasury Regulations, it
must be made from 936 funds on deposit in Puerto Ri~o.

In addition, the lender must be an "eligible financial
institution" under Regulation 3582 and must be located
and incorporated in Puerto Rico. Furthermore, approval
of 936 loans must be made on a case-by-case basis by
FOMENTO and the Commissioner of Financial Institutions
who now requires the opinion of Puerto Rican legal
counsel that the transaction falls within the current
guidelines established by the u.s. Treasury.

These restrictions have made the involvement of a local
financial institution unecessary as is evident when
examining the projects already funded in certain
countries. In the case of the loan to BET in Barbados
made by Scoi:iabank, the loan appeared on the books of
Scotiabank de Puerto Rico even though BET was an
existing customer of scotiabank in Barbados who was
responsible for the credit analysis. This was also true
in the case of projects funded by Chase Manhattan and
Citicorp. Transactions are completed directly between
the banks in Puerto Rico and the investors and
commissions are paid to the Puerto Rican institution.
Furthermore, in all the cases to date (with the
exception of Scotiabank) the loans were made to u.s. or
Puerto Rican parent companies rather than subsidiaries
in the Caribbean Basin.

o Guarantees are required for 936 loans

Because of the concerns of the Puerto Rican financial
institutions with the sovereign risk associated with
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loans made in the Caribbean Basin, the guarantee
requirement is being strictly enforced. Full, off
shore guarantees are being sought for any kind of
financing, regardless of the size of the project. This
issue was the sUbject of a letter from the Commissioner
of Financial Institutions to ICERC explaining the
inconsistencies of the classification system used by
the Committee and the requirements of the 936 program
to seek an exemption for loans made under section
936(d) (4) from automatic adverse classification.
ICERC responded that it was unable to consider loans on
a case-by-case basis and that there was nothing
available to mitigate the translcer risk associated with
936 loans. It further suggeste~ that the banks
consider an off-shore. third party guarantee to
reallocate the ultimate risk.

With the exception of Scotiabank, which in Puerto Rico
is regUlated as a u.s. financial institution, all of
the loans to date have been made based on off-shore
guarantees. This requirement for lending into the
Caribbean Basin has served to discourage the
participation of local CBl financial institutions
unable to identify guarantee so~~ces. It is applicable
not only to financial institutions and investors in the
Caribbean Basin, but also to Governments in the region.
Furthermore, guarantees are also required for CBl
investors accessing the capital markets in Puerto Rico.
For bond issues to be successfully sold in the Puerto
Rican market, they must have a rating of AA or better.
Credit enhancement is therefore required from either a
financial institution or a company with a similar
rating for the securities to be purchased by the
financial institutions and the 936 companies. This was
the case in both the Air Jamaica and AT&T transactions.

o Foreign exchanae risk must be reallocated

The cross-border concerns of the CBl financial institutions
are limited to the foreign exchange risk associated
with foreign currency loans. Most local financial
institutions in the Caribbean Basin engage primarily in
local currency financing, p~:::-t~~f due to the reluctance
of local investors to assu~ne the foreign exchange risk.
The level of this reluctance, however, varies from
country to country.

In Barbados, where the banking system has historically
been liquid, the local banks have had little interest
in foreign currency lending. However, with recent
changes in the Central Bank's polic:les Which have
tightened the credit in the system producing a
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liquidity crisis for the private commercial banks, the
alternative of borrowing on the foreign exchange market
is more 3ttractive. Unofficially, the Central Bank
moved to guarantee the foreign exchange rate to
commercial banks who brought in foreign exchange and
had to repay it during the crisis.

Several of the foreign banks such as Canadian Imperial,
Royal Bank of Canada and scotiabank have foreign
exchange loans in their portfolio, some--in the case of
Canadian Imperial--with tenors of 5 to 7 years. In
addition, the banking community in Barbados has been
able to access f~reign exchange through the Central
Bank at a rate that has remained stable over the last
decade. A similar situation exists in the Eastern
Caribbean.

In other countries, such as Dominican Republic and
Jamaica, concern about the foreign exchange risk is
more important. The gap between the official and
parallel exchange markets is widening in the Dominican
Republic, making foreign exchange borrowing
unattractive. Not only is there uncertainty about the
rate, but there is also a shortage of foreign exchange
from official sources since foreign currency coming
into the country passes through the parallel market.
This is also the case in Jamaica where most of the
local commercial banks are concerned about changes in
the rate of foreign exchange and the availability of
the funds when needed.

Under the current foreign currency regulations in place
in Jamaica, the tourism industry is permitted to hold
20% of its foreign exchange earnings in a central
account in Miami. This Retained Account allows the
tourism industry to meet its foreign currency needs for
imported inputs. A similar arrangement has been
introduced under the Retained Account Scheme for
Exporters which permit exporters to hold 25% of their
incremental export earnings in a memorandum account in
the Jamaica Central Bank. T~:s scheme covers the
exporters of non-traditional products to countries
outside of CARICOM and export services for the overseas
market such as data en~~y.

While the amour.ts permitted are not SUfficient to
service foreign currency loans, there is evidence that
agreements can be made with the Central Bank on a case
by-case basis (primarily for OPIC projects and IFC
credit lines to the local commercial banks) to hold
additional export earnings off-shore, or negotiate
priority acces~ to foreign exchange within the Central
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Bank. Similar arrangements exist in Dominican Republic
for GTE CODETEL, the country's long-distance carrier,
wher.eby its off-shore export earnings have been
assigned directly to its creditor banks, and for the
Itabo Free Zone which has received financing from Chase
~Qnhattan with an OPIC guarantee.

o 936 rates must be competitive

The attractiveness of section 936 loans lies in the
fact that rates are below market. These have generally
been betwe~n 78%-86% of LIBID, based on the 90-day, 936
rate in Puerto Rico. In countries such as Dominican
Republic and Jamaica where interest rates range between
30% and 35%, the prospect of lending in local markets
at rates that are 12% is very attractive. However, in
the case of Barb3dos, where the rate is 11 1/4%, the
attractiveness of 936 loans is limited. Once fees and
spreads are included, the 936 rate becomes less
competitive for the local investor who alEO has to
assume the foreign currency risk. However, the rates
may still be attractive in the Eastern Caribbean ~here

theseranqe between 12% and 15% and can go as high at
17% in some of the islands.

o Accessing the 936 program is confusing

Even though FOMENTO has done an excellent job of promoting
the program throughout the Caribbean Basin, there still
exists a certain amount of confusion with regard to the
program. While some local branch banks such as
Citibank, Chase Manhattan and Scotiabank are familiar
with the programs, others--especially those without
connections in Puerto Rico--are unsure about the
procedures for accessing the program and the
requirements for obtaining funds. The level of
awareness of the program differed from country to
country. In Dominican Republic, scotiabank's knowledge
and information about the program was dated while
Scotiabank in Barbados was very knowledgeable and
actively involved with its Puerto Rican counterpart.
This is probably due to the fact that very little
foreign currency lending is done in the Dominican
Republic. On the othe~ hand, Royal Bank of Canada in
Barbados was discouraged from seeking 936 funds from
its Puerto Rican counterpart by the guarantee
requirement. A table of the commercial banks and their
subsidiaries in Puerto Rico and the Caribbean Basin is
included in Apgendix II.
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D. Other Financial Institutions

In addition to the commercial banks in Puerto Rico and the
Caribbean Basin, there are other private financial institutions
in the beginning stages of development that offer the potential
for funding 936 projects and should be considered as offering
opportunities for purchasing 936 guarantees. These are the
Caribbean Basin project Financing Authority and the Caribbean
Basin partnership for Progress.

o Caribbean Basin Proiect Financing Authority

Established by Law No. 9 passed January 24, 1990, the Caribbean
Basin Financing Authority was designed to reduce the costs
associated with the financing of projects to be carried out in
the Caribbean Basin. The Authority will issue bonds and other
obligations payable from the income from loans made in the
Caribbean Basin. Guaranty for the paYment of these obligations
will be supplied by the project or other sources acceptable to
the purchasers of the bonds. The Authority may also make lnans
or provide guarantees for loans in CBI countries as it develops.
The Authority will be governed by a Board whose membership will
include the Administrator of FOMENTO, the Presidents of the GOB
and the EDB and two private businessmen to be appointed by the
Governor of ~lerto Rico.

The bonds issued by the .~uthority will be limited obligations
payable only from the revenues of the Authority or the income
derived from it under financing or trust agreements with the
investors. They may not exceed 50 years and can have either fixed
or floating rates of interest that should not exceed the maximum
permitted by law. The bonds will be payable within or outside
of Puerto Rico. Bonds issued under this Act may be secured by a
trust agreement between the Authority and a u.s. or Puerto Rican
bank or trust company although the trust agreement must be valid
under Puerto Rican law. A more detailed description of the Law
governing the Authority is contained in Appendix III.

o Caribbean Basin Partners for Progress

For the last several years, a group of 936 companies has been
working through the Puerto Rico - USA Foundation to establish a
private sector financing vehicle. In January 1990, Eli Lilly
filed a petition with the IRS for approval of the Caribbean Basin
Partners for Progress, a limited partnership established for the
purpose of financing projects in the Caribbean Basin from 936
funds in Puerto Rico. It is expected that the Partnership will
be organized under the laws of Delaware with the general partner,
Caribbean Basin Investments, Inc., organized under Puerto Rican
law. It is expected that the total capitalization of the
Partnership will be $100 million.
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The Partnership will be funded by staged capital contributions
from partn€rs as projects are identified. Investments shall be
made in the form of unsecured, unsubordinated loans which shall
be between $1 million and $10 million. The length of the loans
will not exceed 10 years and no loan will exceed 75% of the
financing requirements for the preject. The remaining 25% of t.he
financing is expected to be in the form of equity.

The Foundation is curr.~ntly awaiting the decision of the IRS so
that the partnership may be a "qualified financial institution"
under section 936(d) (4) and that the investments will qualify as
QPSII. Once this approval is obtaine~, the Partnership will file
with the Commissioner of Financial Institutions for recognition
under Regulation 3582. A summary of the Partnership Agreement as
it currently stands is contained in Appendix IV of this report.
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v. CONCLUSIONS AND RECOMMENDATIONS

A. Introduction

Although several factors have restricted the movement of 936
loans into the Caribbean Basin, the most important constraint for
Which an adequate solution has yet to be identified is the
availability of credit enhancement sources. Regardless of the
size of projects (most of the commercial banks in Puerto Rico
have ~ preference for large projects) the guarantee requi~ement

for the projects remains a prerequisite for 936 financing. This
is especially true of the smaller projects ($1 million to $3
million) which are more common in the Caribbean Basin and are
perceived to be riskier than larger projects.

Findings under this study did not apply acros~ the board. While
both the u.s. and Canadian commercial banks in Puerto Rico were
in agreement on the need for guarantees, they differed on issues
of guarantee and project size, with the Canadian banks more
willing to accept more risk than the u.s. banks. This is ~ue

primarily to the differences in the regulatory practices ~( the
u.s. and Canadian banking authorities.

B. Conclusions

Based on the finding of this study, the following conclusions
have been drawn:

1. U.S. commercial and investment banks require a full
(100%) guarantee for all risks associated with Section
936 loans

Most of the transactions already completed under section 936 have
been financed by u.s. commercial banks such as Chase Manhattan
and citibank who will continue to be the leaders because they are
the largest holders of 936 funds in Puerto Rico. Although the
savings and loans and savings banks are holders of 936 funds,
they have not participated in the program. This is also the case
with the Puerto Rican financial institutions such as Banco de
Ponce and Banco Popular who have been purchasers of securities
issued for CBI projects and participants on syndicates such as
the AT&T transaction, but have not been direct lenders to CBI
projects. Furthermore, they are reluctant to do so due to
regulatory concerns.

In all the transactions in which Chase Manhattan and citicorp
have participated, full (100%) guarantees have been provided by
OPIC or by the parent companies for both cross-border and
commercial risks. Both banks are reluctant to consider funding
either for projects of less than $3 million or for those projects
with a partial (50%) guarantee. This is also the case with the
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investment banks such as Paine Webber and BT securities (formerly
Drexel Burnham Lambert, Puerto Rico Inc.)

2. Partial guarantees will not be attractive to U.~.

cOmmercial and investment banks but might be to
Canadian banks and other selected financ1gl
institutions

The availability of credit enhn:ncement programs j~ crucial to the
continued success of the 936 program. However, whil~ all the
commercial banks in Puerto Rico agree that they will not fund
projects without an off-shore guarantee, the u.s. and Canadian
commercial banks differ on the size of the guarantees they will
accept.

The guarantee sources available to the Canadian Banks are
limited. Because OPIC traces ownership of companies to the
beneficial owner, Scotiabank and Royal Bank of Canada in Puerto
Rico (although they are incorpo~'ated in Puerto Rico and regUlated
under the FDIC) are considered Canadian companies and not
eligible tCI purchase OPIC guarantees. This, as well as other
limitations, makes other available qyarantees, regardless of
size, attractive to these banks. The extent of thp. Canadian bank
network in the region (See Appendix II) makes it difficult to
discount them as providers of 936 loan since the network covers
the Eastern Caribbean and most of the current TIEA countries.
Furthermore, Scotiabank is among the most financially sound
private banks in both Jamaica and Dominican ~epublic.

It should also be noted that the only 936 project funded to date
without a guarantee was a loan by Scotiabank to the long-distance
carrier in Barbados. The Canadian banks are willing to consider
projects of any size based on their creditworthiness and a
decision to fund regardless of the availability of a guarantee.
However, the availabili~y of a guarantee, even a partial one,
would facilitate the process.

In addition to the Canadian commercial banks, potential clients
for a partial guarantee can be found among other financial
institutions such as the Cariubean Basin Partners for Progress
being developed by the 936 companies themselves. While the
partners fully expect to participate in the risk, they are
actively seeking sources of guarantees for projects which fall
into the size range being contemplated by PRE/I. Assuming that
the Partnarship is approved by both the IRS and the Commissioner
of Financial Institutions in its present form, it should be
considered a potential purchaser of the guarantee where the risk
can be shared by the partners (936 companies) and with other
guarantee sources such as OPIC.
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3. Even if full guarantee coverage is availa~le. u.s.
commercial and investment banks will only consider
projects in excess of $3 million

I

The decision to fund a CBI project rests more on the availability
of a guarantee than on the size of the project and guarantees are
required for all projects regardless of size. However, the u.s.
commercial banks are unwilling to consider projects that are less
than $3-$5 million. This is due to the transaction costs
associated with the financing which would be more effectively
applied to larger rather than smaller projects. Another reason
could be the perceived riskiness of the smaller projects and
resulting diffiCUlty in locating guarantee sources.

4. Canadian commercial banks ore willing to consider
projects in the range of $1 and $3 million. with or
without a guarantee

While the u.s. commercial and investment banks display an
unwillingness to accept any risk associated with 936 loans of any
size, the Canadian banks are willing to consider project sizes
in the range of $1 million to $3 million and to share the risk.
This is reflective of the presence of Canadian branch banks in
the Eastern Caribbean where these project sizes are common. In
addition, the funding decisions of the Canadian banks are based
on the creditworthiness of the projects, regardless of project
sizes and the availability of a guarantees.

5. CBr private sector and financial institutions are
reluctant to engage in foreign currency borrowing or
lending.

Although the interest rates available under Puerto Rico's CBr
program are attractive, especially in Jamaica and the Dominican
Republic, investors in both those countries are as unwilling to
seek dollar-denominated loans as the local financial institutions
are to make them. The instability of the foreign exchange
markets in both those countries (especially in the Dominican
R~public) makes the assumption of exchange and transfer risks by
private investors and commercial banks unacceptable.

In Barbados, where the banking system is experiencing a situation
of tight liquidity at the present time, foreign currency lending
is becoming increasingly attractive. However, investors are
still unwilling to assume the risks, especially when other
sources of financing, such as the Barbados Development Bank, are
available and the competitiveness of the rates on 936 loans is
limited.

6. ~~r financial institutions generally believe that any
guaran~ee fee in excess of 1% would be unattractive
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One of the main concerns of the commercial banks in Jamaica and
Barbados was the cost of a potential guarantee. The possibility
of a guarantee fee reducing the competitiveness of the 936 funds,
especially in Barbados where the gap between the current interest
rates on 936 loans and the domestic interest rate i.s already
narrow, was uppermost in the minds of the bankers interviewed.
Among the bankers interviewed, it was generally believed that a
fee in excess of 1% would prove to be unattractive to local
inve~tors seeking to use 936 funds.

C. ~r.@endations

We believe that based on the conclusions discussed above, a 50%
guarantee mechanism will be unattractive to the u.s. commercial
and investment banks in Puerto Rico, but will be of interest to
the Canadian commercial banks. If PREll wishes to pursue the
development of a guarantee facility on this basis, we recommend
the following approaches:

1. Provide Full Guarantee for Levels of Sov:ereign Risk

Since the crucial issue for most of the commercial banks in
Puerto Rico which affects their loan portfolio classification by
the ICERC is transfer risk, the banks have shown an interest in
having levels of the sovereign (inconvertibility, political
violence and expropriation) and exchange risks guaranteed. These
can be offered individually or together. The sale of a guarantee
of cross-border risk, especially for inconvertibility, would
certainly be of interest to the regional commercial banks. This
is of ~articular concern to the banks in the Dominican Republic
and Jamaica. However, any kind of product developed along these
lines must be accompanied by the negotiation of similar back-up
agreements with the Central Banks in Jamaica and Dominican
RepUblic for the protection of the guarantor.

2. Provide Full Guarantees on Transactions up to
$3 villion

The sale of a guarantee facility for 936 loans based on a 50%
guarantee would find only a limited aUdience among the commercial
and investment banks in Puerto Rico. u.s. regulatory
requirements and the inability of bond issues rated below AA to
be sold in the Puerto Rican market, would prevent these
institutions from considering the purchase of such a guarantee.
However, the sale of a facility that was based on the guarantee
of a maximum transaction of $3 million would prove to be more
attractive. In the case of a $6 million project, this would
qualify as 50% of the project, but could be considered 100% of
the 936 loan to the project.

Such a product could be used in conjunction with the Caribbean
Basin Project Financing Authority. The mechanism could be used

29



to guarantee bonds issued by this Authority which is expected to
be functioning by summer 1990. It is currently being implemented
and Citibank is exploring its use for projects in Trinidad and
Tobago. Since the facility is expected to be structured along
the same lines as AFICA, financial institutions in Puerto Rico
expect the institutions to be similar. However, if this
similarity extends to the transaction costs associated with
bringing the issues to market, only projects that are between $10
million and $12 million (as is the current case with AFICA) will
justify these costs. In this situation, where issues would be
1imited to $3 million, the issues can be accumulated and done in
a "batches" to justify the transaction costs.

3. Limit guarantees to projects generating foreign
exchange

Any sale of guarantees should be limited to projects that
generate foreign exchange as in the tourist and data service
sectors, free zones developments which have access to foreign
exchange leases, telecommunications projects such as the Jamaica
Digipor~ and TRICOM in the Dominican Republic which generate
foreign exchange from long-distance services, non-traditional
export industries that have government priority, and industries
located in free zones. OPIC is currently providing a guarantee
to the Itabo Free Zone for financing the construction of
manufacturing units. This is based on foreign exchange leases of
5-7 years concluded with the tenants (mostly 936 companies) and
reviewed by OPIC.

4. Limit immediate implementation to certain countries

The immediate implementation of this program is more feasible in
certain of the countries visited than others. Jamaica, Barbados
and the Eastern Caribbean offer Letter opportunities than the
Dominican Republic at the present time. The current state of the
Dominican foreign exchange markets does not encourage foreign
currency lending and the situation is expected to remain as such
until the elections scheduled for May 1990. Furthermore, the
ability of the Central Bank to consider any kinds of foreign
exchange negotiations will be limited u~til a new administration
and policy is in place.

5. Limit guarantee fee to one percent

In structuring any of the guarantee products destined for the
region, careful consideration should be given to the fee that is
charged for the service. Commercial banks in the countries
visited were concerned about the expense relating to the
guarantee. In countries like Jamaica and the Dominican Republic
where the interest rates are around 30-35%, the addition of fees
would not seriously threaten the competitive advantage of using
936 funds. However, this would not be the case in Barbados where
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the gap between the domestic and the 936 rate is small. The
commercial banks generally felt that a fee of 1% would be
attractive.
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APPENDIX I
CARIBBEAN DEVD,.OPMIPl.,. OFTICI

COMPLEtG:N'TARY OPDATIONS IN 11IE CARIBBEAN IASISF._rue" 1"0

QJMPMI'X c;pw.my JOBS pB JQBS CBI INVEST CAl 0)6 6JNPS PiPUmy
lAUADOS 'n!I.J!PHONE CD. IARIADOS IJ,OOO,ooo 13,000,000~
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IATtTD CI:I5TAIUCA 12' 2,161,000 CK~IALLEDfWlOUCTS

~ CI:I5TAIUCA 30 360 S5O,OOO IllXlD M:D.ICT5
Cli UNIPORMS c:asTAIUCA so 210 2.DOO,OOO Ml'ANLI 'limE. MXlU:TS

aaUPOIUCH Cl:l5TA IUCA ,. II 500,000 WOCID I ICCII "I:D.CTS
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JINC. CXlSTAIUCA 210 150 .ao,OOO aIC!NC1&IC1RaNC
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C'YIE1.A MFa DOMREP SO 150 100,000 ",AIlJEl.11U'IU fIfIlOUCTS
EUuu.V DOMREP 30 10 100.000 CKICALI I MLBMXlUCT5

F.C INDUSnuES DOMREP 12 120 250.000 ",1IEL11U'IU M:lDUCTS

FIVE STAR FASHIOS. ISC DOMREP 15 130 '00,000 ",1ItEJ.11UTU~TS

PM CAIUIBEAS DOMREP 100 2DO :lDO,ooo 'AMCA'liDt.ETAL~TS

CiHIASS om DOMREP '96 LEAMfIIIWnoM~TS

CiACiS~RTMA~~A~O DOMREP 37 "'I#E.L11U'IU"'CQJCTS
CiDo'DA1.IUCTJUC DOMREP 250 J,tOO,OOO ~ IILIlC1'ICINC

cnESYLVAA1A DOMREP SO ZlO 300,000 ILICTfIC IBJCTIIDIC
HAPl'ES K.~rrnNa DOMIm' 50 31' 2,300,000 "'I#E.L I'IUTU "'CQJC.l
Ih~),;'"'NON MACi!'o'EnCS DOMIm' 2" 300 500,000 ~I~C

Dna3PACE OOMREP IS ISO '00,000 NMnJIIIE
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IOHP\-SONAJOHNSOS DEo''''Al. DOMIm' 0 110 100,000 OCICALlIAU.ED~S

J\lMPL~Ci JACKS DOMRa' 0 170 1,350,000 LlA1IoMIWMJi'~TS

I U ".-rIIE DOMRa' 100 250 1,000,000 I1IC1'N: IIlIC'IIDC
__oa.l'

DOMRa' '0 :113 7,000,000 ,,-,,1'UlTaM:lDUCTS
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TOTAL 11 'ROJECTS 3, '719 1 %.911 535'7,363,000 127.,100,000
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Bank Branches and Subsidiaries in the Caribbean Basin·

1:':;,:.. \:·.: .:

.....•..•.:.•••••.••••::

> .
:Countries

BANKS ,/,.:..:, ':. " .
•••

Dominican Republic Puerto Rico Barbados E. Caribbean Jamaica

Century National Bank Correspondent
X

Royal Bank Of Canada X X X

Scotiabank X X X X X

Jamaica Citizens Bank Correspondent X

Banco de Progreso X Correspondent

Banco del Comercio X Correspondent

Citibank X X X

Chase Manahattan Bank X X

Canadian Imperial Bank Correspondent X X

Eagle Merchant Bank Correspondent X

National Commercial Bank Correspondent X

Banco Popular Correspondent X

Workers Bank Correspondent X

~
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APPENDIX III 1

Summary of Caribbean Basin Partnership Agreement

The partnership aqr.eme~t provides that:-
1. The partnership will inv~st up to $100 million in

projects in the Caribbean Basin m••tinq the inv.s~ment

quid_lines contained in the aqre.ment and approved by the Soard
I'

2. lnitial capital commitments will be bas.d on a ratio

d.te~ined on the basis of the sum of twice the partner's

industrial development income to twic. all such income .arned

by 936 companies, and the ratio ot a partner's 2(J) investments

to all such investments.' Commitment. will be incr.ased by the

ratio of each partner's initial capital commitment to all other

partners' capital commitments until a $100 million fundinq

level is achieved, subject to the r.strictiondescribed below.

3. No limited partner shall be required to contribute

more than $5 million. In the event the fundinq formula

contained in the aqreement causes 'any partner's commitment to

exceed $5 million, that partner'. commitment will be reduced;

thl' commitments of the other partners will b. reduced

prc)portionat.ly.

4. T.he partnership will be nominally manaqed by a Puerto

Rican corporat1on owned pro rata by the partner-so All

siqnif!can't d.cisions, includinq all inv.stment decisions, will

be made by a Board ot Advisors consistinq of 12 members. Each

Advisor will represent partners havinq an approximately 8%

interes't in the partnerhsip.

f
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5. Investments will take the torm ot unsecured l

unsubordinated loans ot between $1 and $lQ million dollars.

These loans shall tund no more than 75' ot anyone project. At

least 25' ot a project's tinancinq must consist ot equity

inveGtments. The partnership will invest only in projects

which meet the requi~ements ot the CBI regulations tor

"qualitied investments."

6. The partnership will dissolve in the event ot a

chanqe in Puerto Rico's political status, .~r a material adverse

chanqe in section 936, or in 2001.

7. Partnership interests are in e.sence transterable

only to other partners at tair market value.

8. The partnership will be tormed in Delaware.

9. A rulinq as ~o partnership status and the 936

character ot distributions trom the partnership has been sought

from the I.R.S •

p
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Caribbean Basin
Project Financing Authority

Law No. 9

January 24. 1990



(H.B.844)
(S.B.673)

(No.9)

(Approved January 24, 1990)

AN ACT

To create the CariL~ean Basin Projects Financing Authority; provide for

the organization of the Authority; define its powers, faculties and

functions; authorize it to issue bonds and grant lt tax exemption.

STATEMENT OF MOTIVES

The development of the Commonwealth of Puerto Rico's economy and

the reduction of its high unemployment rate are directly related to the

stability of the benefits, related tu the stability of the tax

advantages provided by Section 936 of the 1986 United States Internal

Revenue -Code ("IRC") for those industries that are established in

Puerto Ri co. The' tax advantages of Section 936 bri ng about an

intensive capital investment in Puerto ~ico which propitiates Puerto

Ri co IS economi c deve1opment. The stabl1i ty of Secti on 936, however,

has certain underlying conditions which require Puerto Rico to share

the use of the 936 funds <those funds that represent the profits

accumul ated by the 936 corporati ons that operate in Puerto Ri co) with

those Car; bbean Basin countri es that are authorized to receive

investments of said fuads under the provisions of Section 936(d)(4) of

the IRe.

This Bill has the purpose of creati~g a Commonwealth of Puerto Rico

government entity whose main objective shall be to provide financing of

I I
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projects for the development of those Caribbean Basin countries t"'at

are authorized to receive investments of 936 funds under the provisions

of Section 936(dH4) of the IRC. This Authority shall operate in the

same manner as the Authority for the Financing of Industrial and

Medical Facilities, an~ Education and Environmental Pollution Control

of Puerto Rico ("AFICA"). It may issue bonds, and other obligations

payable exclusively from the authority's income from the loans that it

mak.es in the Caribbean Basin. Said obligations shall not encumber the

Government of Puerto Ri co nor the Authori ty in any way. Guaranty for

the payment of said obligations shall rest solely on the project to be

fi nanced or in gua.rant; es acceptabl e to the purchasers of the bonds,

provided that no assets of the Commonwealth of Puerto Rico nor a.ny of

its instrumentalities are involved. The purpose that this measure

promotes ;s to achieve through this mechanism, a reduction of the costs

associated with the financing of projects to be carried out in the

Caribbean Basin, since it eliminates the traditional middleman

financing costs. The authority may also mak.e loans or provide

guaranties for loans in Caribean Basin countries qualified under the

provisions of Section 936(d)(4) of the IRC.

BE IT ENACTED BY THE LEGISLATURE OF PUERTO RICO:

Section 1.- Title

This Act shall be known as the "Caribbean Basin Projects Financing

Authority Act n
•
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Section 2.- Purpose

The continuing development of the Commonwealth of Puerto Rico's

economy and the reduction of its high unemployment rate r,:e essential

for the general welfare. Said public welfare is directly related to

the stability of Section 936 of the Internal Revenue Code. It is

-necessary for a financing vehicle be established immediately so that

Puerto Ri co can share the us e of the benefi ts accumulated by the 936

corporations. The Legislature of Puerto Rico has the firm intention of

adopti n9 whatever measures are necessary and conveni ent to meet the

abovementioned needs and purposes. and to achieve this. it hereby

creates the Caribbean Basin Projects Financing Authority as a public

corporation and instr'umentality of the Commonwealth of Puerto Ricc.

which is an independent body corporate and politic.

Section 3.- Definitions

The foll owi ng words and terms. when they are used or are made

reference to in this Act. shall have the meaning indicated below.

unless some other meaning can be clearly construed from the context:

Ca) "Government Agency" shall mean any parti ci pati ng country.

or any municipality. political subdivision. agency. department or

instrumentality thereof.

Cb) "Authori ty" shall mean the Cari bbean Basin Projects

Financing Authority established by this Act. or if said Authority

is abolished or is otherwise depr; ved of ; ts functi ons under thi s

Act. that public body or entity that succeeds it in its main

functions or upon which the rights. powers and duties conferred by

this Act to the Authority. shall be conferred by law.
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(c) 118onds" shall mean the bonds, temporary bonds, refinancing

bonds, obligations, receipts, notes, interim receipts or

provi siona1 bonds, certi fi cates or other evi dence of i ndebtednes s

of the Authority issued pursuant to the provisions of this Act.

(d) IIIRCII shall mean the Internal Revenue Code of 1986, 26

U.S.C. Sec. 1 et seq. (1989 Supp.) and the Regulations issued

thereunder.

(e) IITrust Agreement ll shall mean the written document that

establishes the rights and responsibilities of the Authority and

the corporate trustee, for the security of the holders of the bonds

issued to finance a project, including a trust agreement or the

resolution authorizing the bond issue.

(0 IIFinancing Agreement" shall mean the agreement or

agreements made between the Authori ty and any debtor or guarantor

with reference to a project, under which the payments to the

Aut~ority shall be sufficient to pay the entire principal, interest

and any r~demption premium, and to provide and maintain any

reserves for the bonds issued by the Authori ty to pay the cost of

said project, and to pay the expenses incurred by the Authority

with regard thereto, and shall include lease, installment sale.

purchase, conditional sale, sale with lease agreement, loan,

mortgage, and 1ease contracts, or any other fi nanci ng contract or

combination of the above, as determined by the Authority.

(g) IICosts ll when applied to any project, shall mean all costs

incurred in the acqui siti on, construction or refi nanci ng of any

project, or those otherwise incurred to provide any project,
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including all costs that can be financed under the provisions of

Section 936(d)(4) of the IRe. These shall include, but shall not

be limited to the: cost of contruction; cost of acquisition of all

property, real as well as personal, improved or not; cost of

demolishing, removing and relocating any buildings or structures on

the lands thus acquired, including the cost of acquisition of any

1and to whi ch said bun di ngs or structures may be trans ferred or

relocated; cost of all machinery, furniture and equipment:

fi nanci ng or any other charges and i nteres t incurred before or

during construction, and if deemed acc~ptable by the Authority and

for the term it may determi ne , after the termi nati on of

constructi on: rese'rves for debt serv1 c1 ng; cost of studi es, mark.et

analyses, surveys, plans and specifications; cost of legal

consultants, accountants, environmental engineers and other

professionals; likewise, it shall include the cost of financial

advi sors and other speci a1 servi ces, and other expenses that are

necessary or 'incidental to determine the viability or practicality

of the project; cost of preparation, development and landscaping of

the land; initial cost of occupation of the project or any part

thereof; administrative expenses, as well as any other expenses

that are necessary or incidental to the financing and establishing

of the project, including the reimbursement of any expenses made

with the prior approval of the Authority, to any government agency

or any debtor with regard to said project, which would have been

costs of said project if they had been incurred directly by the

Authority.

, IV
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(h) "Debtor ll sha11 mean the debtor under a fi nanci ng contract,

whether he be designated as lessee, sublessee, purchaser, borrower

or is otherwise designated.

(i ) "Cari bbean Bas in Facil; ti es" sha11 mean any 1and,

building, structure, equipment. or any improvement thereto, or any

combination thereof. whether existing or not or under construction,

and any real or personal, tangible or intangible property which is

related to an activity, and is in a participating country.

(j) IIGuarantor ll sha11 mean any person who is di rectly or

i ndi reetl y 1iab1e, under the cl auses of a fi nanci ng contract for

the unpaid portion of the debtor's obligations, whether he is

designated as guarantor, surety, special endorser, acccl1luoiltion

endorser. insurer, or is otherwise designated.

(I<) IIBoard" shall mean the Governi ng Board of the Author; ty

created hereby, and if it were abolished. whatever board or entity

that is its successor in the performance of its main functions.

(1) "Participating Country" shall mean any Caribbean Basin

country which qualifies under S~ction 936 (d)(4)(B) of the IRC.

(m) "Person ll shall mean any natural or j~ridical person,

including, but not limited to any government agency. or any

individual. firm. partnership. stock company, association or public

or private corporation, organized or existing under the laws of the

Commonwea1th of Puerto Ri co. of the Uni ted States of Ameri ca, of

any state. of any foreign country, or of any participating country,

any agency or instrumentality of the United States, or any

combination thereof.
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en) "Project" shall mean those Caribbean Basin facilities

which are described as the "Project ll in the trust agreement that

secures the bonds, the product of which shall be applied to the

payment of the costs or to any part of the costs of said project,

or to the refinancing thereof.

The words used in the masculine gender shall be understood to

implicitly include the feminine and neutral genders, and unless

otherwise indicated in the context, the words used in the singular

shall be understood to include the plural.

Section 4.- Creation of the Authority

A public corporation and instrumentality of the Commonwealth of

Puerto Ri co, is hereby ereated, whi eh conti tutes an independent body

corporate and politic, which shall be known as the Caribbean Bas;n

Proj ects F; nanc; ng Author; ty. The Authori ty' s governi ng body shall be

the Board, which shall consist of the following members: the

Administrator of the Economic Development Administration, the President

of the Government Development Bank for Puerto Ri co I the Pres i dent of

the Economic Development Bank for Puerto Rico, and two private

entrepreneurs to be appoi nted by the Governor wi th the advi ce and

t,;"... 'It of the Senate of Puerto Ri co.

The Administrator of the Economic Development Administration shall

be the Chairman of the Board. The Board shall elect a Vice Chairman

annually, from among its members. The Board shall also elect or

appoint such other officers as it deems necessary or advisable,

inclUding an Executive Director and a Secretary of the Authority, and

shall prescribe the duties and fix the compensation of said officers.
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The members of the Board of Directors of the Authority shall

receive no compensation whatsoever for their services as such,

excepti ng those members who come from the pri vate enterprise sector,

who shall recei ve such per diems as fixed by the Board from ti me to

time taking as a basis the per diems paid to similar instrumentalities,

for each Board meeting they attend as certified by the Secretary

thereof. The Authority shall reimburse them for the necessary expenses

incurred in the performance of their duties.

The Executive Director shall administrate and direct the affairs

and business of the Authority, subject to the policies, control and

direction of the Board. The former shall be appointed by'the Board and

shall take office at its volition.

Three members of the Board shall constitute quorum and the

affi rma ti ve vote of at least three of its members shall be needed for

any action taken by the Board, except to adjourn the session. No

vacancy on the Board shall prevent it from exercising all its rights

and performing all its duties. once a quorum has been established.

Section 5.- General Powers

The Authori ty shall have all the powers that are necessary and

convenient to carry out and perform the purposes and provisions of this

Act. including, but which shall not be construed as a limitation, the

power to:

(a) Adopt By-laws for the administration of its affairs and

business, and prescribe the rules, regulations and norms with

regard to the exercise of its functions and duties.
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(b) Adopt an official seal and alter it at its convenience.

(c) Maintain an office in Puerto Rico.

(d) Sue and be sued under its own name. prosecute and be

prosecuted.

(e) Receive. administrate and meet the conditions and

requirements regarding any gift. grant or donation of any property

or moneys.

(f) Make loans to. and negotiate and grant. or enter into

financing agreements with any person in or outside of Puerto Rico.

to finance or refinance any project pursuant to the purposes framed

in this Act.

(g) Pignorate or assign any moneys. revenues. rights or any

other income. as we 11 as the product of the sale of property. and

compensations under the provisions of insurance policies or

compensation for attachments.

(h) Borrow money and issue bonds of the Authori ty wi th the

purpose of making funds available to pay all or any part of the

cos t of any project. or for any other purpose authori zed by thi s

Act.

(~) Mortgage or pignorate any property for the payment of the

principal. redemption premium. and interest on any bonds issued by

the Authori ty and J:7i gnorate all or part of the revenue recei ved by

the Authority under the financing agreement related to any project.

and assign or give as collateral the financing agreement or

contracts related to any portion of. or the entire project. and any
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type of security, lien or contractual rights given by, or in behalf

of the debtor or any guarantor under the financing agreement,

during that period that the Authority shall determine, establish

reserves to secure sai d bonds, pay any issui ng expenses and pay

such other expenses that are incidental, necessary or convenient to

carry out its corporate purposes and powers.

(j) Fix, impose and collect fees and other charges for its

services.

(k.) Contract the servi ces , as needed, of engi neers ,

consultants, architects, lawyers, accountants, financial

•

consultants, appraisers, and other consultants and employees, which

in the Authority's judgment may be required, and fix and pay their

compensation from the Authority·s funds available for such purposes.

(1) ProcuT'e insurance against losses in the amounts and with

the insurers it deems desirable, which may include, without being

understood as a limitation, civil liability insurance for its

directors, officers, agents and employees.

(m) Invest its funds as authori zed by a Resol ution of the

Board, subject to any restriction under the trust agreements or

resolutions authorizing bond issues.

(n) Guarantee the payment of principal and interest of loans

granted by finanical institutions to private persons and entities,

when said loans are to be used for the purposes promoted by thi s

Act .

, I
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(0) Exercise all the powers that have been conferred to it and

carry out whatever action or activity is necessary, convenient or

desirable to perform its functions.

Section 6.- Bonds of the Authority

The Authority may issue bonds from time to time for such principal

sums that are needed in its opinion, to provide sufficient funds to

f; nance or ref; nance projects, pay interest on 1ts bonds, pay other

expenses that are incidental, necessary or convenient to carry out its

corporate purposes and powers, pay any issuing expenses, and establish

reserves to secure said bonds. It may also issue bonds to mak.e short

or long-range investments wi th the proceeds of sai d bonds and use the

yield of said investments to carry out its corporate purposes.

(a) The bonds issued by the Authority shall be limited

obligations payable solely from the total or a part of any revenues

derived by the Authority, or the gross or net income derived by it

under the financing agreement's clauses regarding the specific

project for which the bonds were issued, all as provided in the

trust agreement or resolution whereby the bond issue is

authorized. The principal and interest on the bonds may be secured

by the pignoration or constitution of another lien on the total or

part of any revenue of the Authority. or on the income generated by

the speci fi c project for whi ch the bonds were issued, and may be

secured by the assignment of any financing agreement regarding any

project or part thereof, as provided in the trust agreement or

resolution under which the bonds are issued. Said pignoration or
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constitution of another lien shall be final and binding from the

moment it is executed without the need of a public or notarized

document. The revenues thus encumbered, including those that the

Authority receives subsequently, are immediately subject to said

encumbrance without the need of the physical deliv~ry thereof or of

any other act, and said encumbrance shall be final and binding and

shall prevail against any third party that could have a claim

against the Authority for damages, breach of contract or other

reason, regardless of whether said third party has been notified or

not to such respect. Nei ther the trust agreement or resol ution.

nor any collateral agreement whereby the rights of the· Authority on

any income are pignorated or assigned, shall have to be presented

or registered to perfect the lien thereon against any third party.

The resolution or resolutions authorizing the bond issue or the

trust agreement securing the same, may contain provisions which

shall be part of the agreement with the holders of the bonds issued

under said resolution or resolutions, with respect to; (i) the

guaranty and creati on of a li en on the Authori ty I S revenues and

assets; (i1> the creation and maintenance of redemption funds and

reserves; (iii) limitations related to the purposes for which the

proceeds of the bonds may be used; (tv) l1mitations regarding the

issue of addi tiona1 bonds; (v) 11mi tations regardi ng the

introduction of amendments or supplements to the resolution or

resolutions or to the trust agreement; (vi) the granting of rights.

powers and privileges and the imposition of
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obligations and responsibilities on the trustee under any trust

agreement; (vi 1) the operati on and maintenance of projects, the

fixing of fees, income and other charges for the use and occupancy

of any project; (viii) The acquisition of insurance with regard to

any project or its operation; (ix) the rights. powers. obligations

and responsibilities that mClY arise in the event of a failure to

comply with any obligation under said resolution or resolutions. or

the trust agreement; or (x) with regard to any rights. powers. and

pri vi 1eges conferred on the bondhol ders as securi ty thereof to

increase the marketability of the bonds.

(b) The bonds may be authorized by a resolution or resolutions

of the Board. They may be in serie or series. bear such date .or

dates. mature in the term or terms that shall not exceed fifty

years from their respective dates of issue. and earn interest. if

any. at such rate or rates of interest (that may be fi xed or

variable) that do not exceed the maximum rate then permitted by law.

(c) T~e bonds may be payabl~ in the place or places. whether

or outs i de of the Commonwealth of Puerto Ri co; may be of that

denomination or denominations and shall be represented by such

form, whether by coupons or register~d; or in form of bonds without

certificates; may have those privileges of registration or

convers ion; may be payab1e by the means of payment and may be

subj ect to the terms of redempti on, wi th or wi thout premi ums; may

provide for the replacement of mutilated, destroyed, stolen or lost

bonds; may be authenti cated in such manner and meet such

", I
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conditions. and may contairl such terms and conditions that the

resolution or resolution~ may provide; may be issued temporarily

pending the execution and delivery of definite bonds. and may be

granted in the manner that the resolution or resolutions or the

terms of the trust agreement may provide. The bonds may be sold

publicly or privately at the price or prices determined by the

Authority, notwithstanding the form and tenor thereof, and in

absence of an expres s admoni tion on the face of the bond to the

effect that it is not negotiable, all the Authority's ""nds shall

have at all times, and it shall be understood that they have all

the characteristics and incidences~ including negotiability, of

negotiable instruments under the laws of the Commonwealth of Puerto

Rico .

. Cd) The proceeds from the sale of the bonds shall be disbursed

in the form an·d under the restrictions, if any, ~rovided by the

Authority in the resolution or resolutions authorizing the bond

issue, or ~n the trust agreement that secures said bonds.

(e) The proceeds of the bond issue shall not be treated as

public funds. for the purposes of collateral requirements under Act

No. 318 of May 13. 1949.

(f) The Authori ty' s bonds that bear the sJignatures of the

Authority's officers who are in office on the date of the signing

thereof. shall constitute valid and unavoidable obligations, even

when before the delivery of and payment for said bonds. any or all

of the officers whose signatures or facsimiles thereof appear

• J

I'
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thereon, have ceased as said officers of t~e Authority. Any

resolution or trust agreement that secures said bonds may provide

that any of said bonds may contain a mention to the effect that it

was issued in acordance with the provisions of this Act, and any

bond that contains said mention under ~he authority of such trust

agreement or resolution, shall be conclusively deemed to be valid

and that it was issued pursuant to the provisions of this Act. The

validity of the bond authorization and issue shall not depend on,

nor shall it be affected in any way by any procedure connected with

the construction, acquisition, extension or improvement of the

project for which the bonds are issued, or by any agreement signed

with regard to said project. Neither the members of the

Authority· s Board of Di rectors, nor any person who grants said

bonds shall be personally liable for said bonds nor shall they be

subject to any civil liability for said bond issue.

(g) At the Authority·s discretion, any bonds issued under the

provisions of this Act may be secured by a trust agreement by and

between the Authori ty and any bank. or trus t company descri bed in

the next paragraph, wl;i ch may be a bank. «)r trust company 1n or

outs ide of the Convnonwea1th of Puerto Ri co. Notwi thstandi ng any

1ega1 provi s; on to the contrary, sa; d trus t agreement shall not

have to be const; tuted by publ; c deed to consti tute a vaH d trus t

under the laws of the Commonwealth of Puerto Rico.

It shall be legal for any bank. or trust company incorporated

undei' th~ 1aws of the Commonwealth of Puerto R; co, the United

I I
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States of Ameri ca or any state of the Uni ted States of Ameri ca.

that acts as a depos itary of the product of the bonds. income or

any other type of monies. to ~r~nt those indemnity bonds or secure

those assets required by the Authority. In addition to the above

the trust agreement may include all those provisions that the

Authority considers reasonable and appropriate to the security of

the bondholders.

Section 7.- Refinancing Bonds

The Author; ty is hereby authori zed to issue refi nanci ng bonds for

the purpose of refinancing those bonds that are issued and outstanding

at that moment. includ;n~ payment of any redemption premium with

relat~on thereto and any interest accrued or that is accrued as of the

da te of redempti on or rna turi ty of sai d bonds. and if deemed advi sab1e

by the Authori ty. for any of the purposes for whi ch the Authority may

issue bonds. The issue of such bonds. their maturity and other details

with respect thereto. the rights of the bondholders. and the rights.

duties and obligations of the Authority with respect thereto. shall be

governed by the provisions of this Act related to the issuing of bonds.

inasmuch as such provis iOl:;, are appl1 cabl e.

The refi nanci ng bonds issued under this Section may be sol d or

exchanged for bonds in effect issued under this Act. and if they are

sold. the yield of said sale may be destined. in addition to any

authorized purpose. to the purchase. redempti on or payment of those

bonds issued and outstanding and may be invested pending such an

application. At the Authority's discretion. the refinancing bonds may
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be issued at any time prior to their date or dates of maturity, or on

the date selected for the redemption of the bonds being refinanced.

Section 8.- Criteria and Requirements

When considering any project under the provisions of this Act, the

Authori ty shall be gui ded by. and w111 obs erve the fo 11 owi ng cri teria

and requirements, Provided, that the Authority's determination with

regard to its compli ance wi th such cri teri a and requi rements shall be

final and binding:

(a) No financing contract shall be signed with relation

to a project if the debtor together with his guarantor, is not

financially accountabie and is not completely qualified and

willing to me~t his obligations under the financing agreement,

including the obligation to make payments in the required

amounts and dates, of operating, reparing and maintaining the

project on his own account and payment, payi ng the expenses

incurred by the Authori ty wi th regard to the proj ect. and to

comply 'with the purposes of this Act and those other

responsibilities that may be impos~d upon him under the terms

of the financing agreement.

(b) Adequate provisions $hall be made for the payment of

principal and interest on the bonds and to create and maintain

the reserves required in that respect, that the Authority may

determi ne 1f any, and to pay the expenses incurred by the

Authority in connection with the project.
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Section 9.- The Commonwealth of Puerto Rico and its political

subdivisions shall not be liable for the bonds.

The bonds issued by the Authority will not constitute a debt of the

Commonwea1th of Puerto Ri co nor of any of its muni ci pa1i ti es or other

po1i ti ca1 subdi vis ions, nor shall the Commonwealth of Puerto Ri co nor

any of said municipalities or other poUtical subdivisions be

responsible for them, and said bonds shall be payable solely from those

funds of the Authority that have been committed for their payment.

Section 10.- Tax Exemption

(a) It is h~reby resolved and stated that the purposes

for whi ch the Authori ty is created and for whi ch it will

exercise its powers, are public purposes in benefit of the

People of Puerto Rico, and the exercise of the powers granted

under this Act constitutes compliance with essential

government functions.

The Authori ty shall be exempt from the payment of all

taxes,. municipal licenses. fees or permits imposed by the

Commonwealth or its municipalities on the Authority's

properties and its revenues obtained from any of 1t~

businesses or activities. The Authority shall pay excise

taxes on goods subject to the provisions of Act No. 5 of

October 8, 1987, known as the "Excise Act of the Commonwealth

of Puerto Rico of 1987".

(b) In order to expedi te the obtai ni ng of funds for the

Authority to carry out its corporate purposes, the bonds
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issued by the Authority under thi s Act I s prov1s ions, thei r

trans fer, and the revenue deri ved from them, i ncl udi ng any

profits obtained from their sale. shall be, and all times will

remain exempted from the payment of all the taxes, muni ci pa1

1i censes or charges imposed by the Commonwealth of Puerto

Rico or any of its municipalitias.

(c) The Authority shall also be exempted from the payment

of all types of charges, stamps and internal revenue receipts,

tariffs, taxes or imposts of any kind required by law for the

processing of judicial actions. the production of certificates

in every Commonwealth offi ce or dependency and the executi on

of pub1i c documents and thei r recordi ng at any Commonwealth

public registry.

Section 11.- Conflict of Interest.- No officer. member. agent. or

emp 1oyee of the Authori ty. of the Commonwealth of Puerto Ri co, or of

any local agency shall have a direct or indirect interest in any

contract with the Authority related to the purposes for which this Act

was created. or in the sale of the real or personal property of the

Authori ty to be used for any project; Provided. however. that thi s

Section shall not be apply to any interest that the Authority deems to

be so small that it does not fall wi thi n the scope of the purpose of

this Section. If said-officer. member. agent or employee should have

any i nteres t ; n the real property acqu; red pri or to the determi nati on

of the location of any project. such interest shall be left as evidence

thereof in the Minutes of the Board of Directors of the Authority. and

r '
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the officer, member, agent or employee with such an interest should not

participate in representation of the Authority in the acquisition of

said property by the Authority.

Provided, that any officer, member, agent or employee of the

Authority who violates the provisions of this Section shall be

dismissed from his position, and, in addition, shall be found guilty of

a felony, and subject to a fine that shall not exceed $5,000, or

imprisonment for a maximum term of five (5) years, or both penalties,

at the discretion of the Court.

Section 12.- Agreement of the Commonwealth of Puerto Rico with the

Bondholders.

The Commonwealth of Puerto Rico hereby pledges and agrees with the

holders of any bonds issued under this Act, and with the persons or

enti ti es who enter into agreements wi th the Authori ty in accordance

with the provisions of this Act, that it will not limit nor alter the

rights granted herein to the Authority until said bonds and interest on

them are paid in full and said contracts are fully complied with and

executed by the Authori ty , Provi ded, however , that none of what is

provided herein shall affect and alter such limitation, if adequate

measures are provided by law for the protection of said holders of the

Authori ty' s bonds, or of those who have entered into such agreements·

with the Authority. The Authority, as an. agent of the Commonwealth of

Puerto Rico, is hereby authorized to include this pledge by the

Commonwealth of Puerto Rico in said bonds or agreements.

I t
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Section 13.- Reports

The Authori ty shall submi t to the Governor and the Legi slature

after the close of each fiscal year of the Government of the

Commonwealth of Puerto Rico, but prior to the end of the calendar year:

(a) A financial statement and a complete report on the

Authority's transactions for the previous year, and

(b) A complete report on the status and progress of all

its 'financings and activities since the creation of the

Authority, or since the date of its last report.

Section 14.- Constitutional Construction

The provisions of this Act are separable, and if any of its

provi sions should be declared unconstitutional by any Court of

competent jurisdiction, the decision of said court shall not affect nor

impair its. remaining provisions.

Section 15.- Inconsistent Laws Inapplicable

With regard to the provisions of this Act which are be inconsistent

with the provi~ions of any other law, or parts thereof the provisions

of this Act shall prevail.

Section 16.- Liberal Construction

Since it is necessary for the well-being of the Commonwealth of

Puerto Rico and its inhabitants, this Act should be liberally construed

to achieve its purpose~.

Section 17.- Additional Method

It shall be deemed that the previous Sections of this Act shall

provi de an alternate and add; t; ona1 method for the executi on of the
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acts authorized thereby and they shall be deemed as supplementary or

additional powers to those conferred by other laws; it shall not be

construed that said Sections constitute a repeal of any ~xisting power;

Provided, however, that for the issuing of bonds or refinancing bonds,

as provi ded by this Act, it shall not be requi red to comply with the

provisions of any other law that applies to the issuing of bonds, other

than those contained in Act No. 272 of Hay 15, 1945 as amended.

Section 18.- Effectiveness

This Act shall take effect immediately after its approval.



Appendix IV

List of Interviews

WASHINGTON D.C.

Mr. Ron Flax-Davidson
Managing Director
Overseas Private Investment Corporation
1615 M Street N.W.
Washington D.C. 20572
(202) 223-3924

Mr. Leon Gibbs
Director, Government Affairs
Johnson & Johnson
1667 K Street N.W., Suite 410
Washington D.C. 20006
(202) 293-2620

Ms. Luisa Cerar
FOMENTO
1331 Pennsylvania Averl~e N. W.
Washington D.C.
(202) 662-8977

Mr. Peter Holmes
Puerto Rico - USA Foundation
1701 Pennsylvania Avenue N.W.
Washington D.C.
(202) 857-0620

Mr. Robert Lichten
Managing Director
Shearson Lehman Hutton, Inc
American Express Tower
World Financial Center
New York, NY 10285
(212) 298-5096

Mr. Bradford Gary
Vice President, Government Relations
Warner-Lambert Company
1667 K street N.W., suite 1270
Washington D.C. 20006
(202) 662-3840

BARBADOS

Ms. Arlene Miller
Manager - Lending
The Royal Bank of Canada
P.O. Box 68
Bridgetown, Barbados



(809) 426-5200

Mr. Eric Brathwaite
Deputy General Man~ger

Barbados Development Bank
Central Bank Building, 7th floor
Cathedral Plaza
Bridgetown, Barbados
(809) 436-8870

Mr. Charles J. Patalive
USAID
u.s. Embassy
P.o. Box 302
Bridgetown, Barbados
(809) 436-4950

Ms. Hazel Highland
Caribbean Financial Services Corporation
Chapel Street
Bridgetown, Barbados
(809) 436-1960

Mr. Brian Cunningham
Deputy Manager
The Bank of Nova Scotia
Broad street
P.O. Box 202
Bridgetown, Barbados
(809) 426-0230

Mr. Paul Best
General Manager
Canadian Imperial Bank
Broad Street
Bridgetown, Barbados

Mr. Pat Thompson
Executive Director
Caribbean Association of Industry and Commerce
P.O. Box 259
Bridgetown, Barbados
(809) 436-9385

DOMINICAN REpuBLIC

Mr. Robert Greer
Banking and Financial Advisor
USAID/Dominican Republic
u.s. Embassy
Santo Domingo, Dominican Republic
(809)

Ms. Maria del Carmen Castillo
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Marketing Director
Dominican Republic Investment Promotion council
ALICO Building
Abraham Lincoln Avenue
Santo Domingo, Dominican Republic
(809) 532-3281

Mr. Donald Guerrero
Second Vice President
Chase Manhattan Bank

Ms. Ada Wiscovitch
Vice President
Av. 27 de Febrero Esq. Winston Churchill
Apartado Postal 1440
Santo Domingo, Dominican Republic
(809) 567-8871

Mr. Michael Kelly
Deputy General Manager
Banco de Progreso
Av. John F. Kennedy
Santo Domingo, Dominican Republic
(809) 566-7171

Ms. Yolanda Valdes de Del Monte
Treasurer
citibank N.A.
Av. John F. Kennedy Nr, 1
Santo Domingo, Aparta~~ No. 1492
Dominican Republic
(809) 566-5611

Mr. Jose M. Ceron Pena
Vice President
Zona Franca San Isidro, S.A.
Carretera San Isidro
Apartado 916
Santo Domingo~ Dominican Republic
(809) 595-1100

puERTO RICO

Mr. Ivan Mendez
Vice President
Commercial Banking
Scotiabank de Puerto Rico
Plaza scotiabank - 3rd floor
273 Ponce de Leon Avenue
Hato Rey
Puerto Rico 00917
(809) 758-8989

Mr. Angel Franco



Second Vice President
Chase Manhattan Bank
254 Munoz Rivera rivenue
Hato Rey, Puerto Rico 00918
(809) 753-3431

Mr. Hector Ledesma
Vice Chairman
Banco Popular
Banco Popular Center
Ponce de Leon Avenue 209
Hato Rey, Puerto Rico 00918
(809) 765-9800

Ms. Judith V. Brown
Regional Mclnager
JAMPRO
Plaza Scotiabank, suite 907
273 Ponce de Leon Avenue
Hato Ray, Puerto Rico 00918
(809) 758-3933

Mr. Arturo L. Carrion
Executive Vice President
Puerto Rico Bankers Association
Banco popular Center
suite 820
Hato Rey, Puerto Rico 00918
(809) 753-8630

Mr. victor Irizarry
Manager, corporate Banking
Royal Bank of Canada
Royal Bank Center
255 Ponce de Leon
P.O. Box 819
Hato Rey, Puerto Rico 00919
(809) 250-3959

Carlos Burns
Greg TarJ:,is
John HouJ:'ihan
BT Secur:lties
Torre Del M~.r, Suite 1003
Santurce or Puerto Rico
(809) 7313-6879

Mr. Mark Carm:Lchael
Comptroller
AT&T
P.O. Box 3746
San Juan, Pllerto Rico 00904
(809) 72.1-2520



Mr. Carlos Ubinas
Executive Vice President and Managing Director
Paine Webber Inc. of Puerto Rico
Banco de Ponce Building
Hato Rey, Puerto Rico 00918
(809) 250-2055

Mr. Roberto E. Cordova
Commercial Banking
scotiabank de Puerto Rico
Plaza scotiabank - 3rd floor
273 Ponce de Leon Avenue
Hato Rey, Puerto Rico 00918
(809) 758-8989

Mr. Murray A. Goldberg
Managing Director
The Chase Manhattan Bank N.A.
1 Chase Manhattan Plaza
New York, NY 10081
(212) 552-7027

Mr. Marcos Rodriquez-Ema
Vice President
Chase securities (P.R.), Inc
254 Munoz Rivera Ave
Hato R%ey, Puerto Rico 00918
(809) 753-3669

Mr. Luis Zapata
Mr. Christopher Tibbs
citibank

Mr. Antonio Colorado
Secretary of State

Mr. Edwin Galarza
Ms. Maria del Carmen Taboas
Fiddler, Gonzalez & Rodriguez
G.P.O. Box 3507
San Juan, Puerto Rico 00936
(809) 753-3113

JAMAICA

Mr. Winston Gooden
Ms. I.V. Brown
Mr. Peter King
JAMPRO
35 Trafalgar Road
Kingston 10, Jamaica
(809) 92-97190

Mrs. Jasmine Chin
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General Manager
corporate Banking
Jamaica citizens Bank Ltd
3rd floor - LOJ Building
17 Dcminican Drive
New Kingston, Jamaica
(809) 92-98640

Mr. John l.tuland
Managing Director
Jamaica Flour Mills Ltd
~.o. Box 28
209 Windward Road
Ki~gston 2, Jamaica
(809) 928-7241

Mr. Rupert E. straw
Deputy Governor, operations Division
Bank of Jamaica
Nethersole Place
P.O. Box 621
Kingston, Jamaica
(809) 029-20750

Ms. Sheila Martin
Manager, Financing Services
Ms. Megan J.A. Deane
Manager, Technical Servic~~

Trafalgnr Development Bank, Ltd
liThe Towers"
25 Dominica Drive
King~ton 5, Jamaica
(809) 92-94761

Mr. Norman Marsh
Assistant General Manager
Cor~orate Division
National Commercial Bank
liThe Atrium"
32 Trafalgar Road
Kingston 10, Jamaica'
(S09) 92-99050

Mr. Michael S. Fennell
President and Managing Director
Air Jamaica
72-76 Harbour Street
Kingston, Jamaica
(809) 922-3460

Mr. O.F. Walker
Deputy General Manager
The Bank of Nova Scotia Jamaica Ltd
Cnr. Port Royal and Duke Streets
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P.O. Box 709
Kingston, Jamaica
(809) 92-2100

Mr. Richard Downer
Price Waterhouse Associates
scotiabank Center
Duke street, Box 372
Kingston, Jamaica
(809) 922-6230

Mr. Ian B. Hall
Workers Trust and Merchant Bank Ltd
153-155 East street
Kingston, Jamaica
(809) 922-6209

Mr. Asgar Ally
President
National Investment Bank of Jamaica
9th floor
Scotia Bank Centre
Corner of Duke and Port Royal streets

~ P.O. Box 889
Kingston, Jamaica
(809) 92-29193,.
Mr. Donovan Crawford, Chairman and Managing Director
Mr. A. George Lumsden, Senior Credit Manager
Century National Bank Ltd
14-20 Port Royal Street
Jamaica Conference Center
Kingston, Jamaica
(809) 922-2600

Mr. Oliver Ho,lmes
Vice President
Citibank, N.A.
63-67 Knutsford Boulevard
P.O. Box 286
Kingston 5, Jamaica
(809) 92-91615


