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EXECUTIVE SUMMARY
 

Debt for development is the conversion of outstanding

developing country external debt to foreign creditors into
 
some form of local asset that will be used in development

activities. Options include: 
debt for equity, debt for debt and
 
debt for cash.
 

Debt swapping offers the potential for generating substantil
 
local curreicy resources which may be used to finance different
 
programs. 
it reduces the countries' hard currency obligations

but if 
not handled properly may lead to inflationary pressures.
 

Other issues or concerns of potential users of this financial
 
leveraging technique relate to the legal 4ssues and complexity

of actually doing a "deal." 
The Agency for International
 
DevelopmEnt (A.I.D.) 
has recently promulgated draft r:les for

the use of A.I.D. resources to purchase developing country debt

and use the local currency proceeds to carry out development

programs in the LDC's. Each country may also have complicated

rules and regulations for carrying out debt swap transactions.
 

In Costa Rica, there is an official debt swap program which

provides for the swapping of up to $45 
million over three
 
years. However, the conditions established under this program

make it diffic- lt or almost impossible for U.S. PVO's or
 
cooperative development organizations (CDO's) to participate.
 

In addition to the official program, there are several
 
informal programs involving cooperative federations, the

Institute for Cooperatives (INFOCOOP) and the Banco Popular.

The intention of these programs is 
to assist in the
 
strengthening of Costa Rican cooperatives and their
 
federations.
 

The methodology for doing a debt swap in Costa Rica 
can be

d±vided into three distinct chapters: 1) preliminary analysis

and concept, 2) proposal development, and 3) the conversion
 
process. Those parties interested in debt swapping in Costa

Rica siould proceed with caution 
so as to ensure compliance

ith the myriad of regulations and conditions, or be prepared
 

to face the consequence.
 

The first step in developing a debt swap p-ogr-m in Costa

Rica is to develop the concept into a paper which should be

circulated to officials in the Central Bank to obtain the
 
requisite blessing.
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The ACDI concept paper presents a project in which FEDECOOP
 
(the federation of coffee cooperatives) or another local
 
company in which FEDECOOP has a substantial investment, and 
an
 

company, propose to establish an
U.S. industry for processing

waste coffee bean pulp to produce caffeine and alternative
 
fuels, e.g., carbo, 
 oil and gas. Caffeine extraction
 
tecnnology under license from a major U.S. 
soft drink company

will be combined with the Gas Recirculation Pyrolysis Process
 
(GRPP) under license from the U.S. investor. The caffeine

produced will be exported under a multi-year sales contract and
 
some of the fuels will be utilized to meet the energy

requirements of th2 plant while others will be sold locally

replacing imported fuels. By using waste coffee products, the
environmental impact of the project will be significant.

Caffeine sales will generate significant foreign ex:hange

earnings for Costa Rica. The project will also create
 
approximately 20 long-term stable jobs in 
rural Costa Rica.
 

NRECA proposes to create an 
on-shore financing mechanism for

private power generation by consuimer-owned rural electric
 
systems in Costa Rica, 
which is facing near-term power

shortages brought on 
by financial constraints in the public

power system and iver-reliance on international financing of
 
the Costa Rican power sector.
 

Recent policy initiatives has resulted in the opening-up of
 
power generation by private investment in Costa Rica and

through d debt-swapping mechanism the possibilities of

providing interest rate buy-down will make local long-term

financing for power generation a distinct possibility.
 

Costa Rican erternal debt will be purchased and converted
 
into long-term, non-inflationary bonds tnat will provide

sufficient yields 
to "buy down" market lending rates for
 
medium- and long-term power investments by private Costa Rican

rural electric cooperatives. Interest earned on 
bonds received
 
in trade for external paper will be used to support interest
 
payments on long-term bonds issued to 
the Costa Rican public

for power projects, as may be needed.
 

In addition to the proposed power lending program, NRECA
 
proposes to raise voluntary resources to finance a debt

conlersion to operate a reforestation initiative that aims

mainiy at protecting small river basins threatened by Costa
 
Rica's serious deforestation problem.
 

The more 
detailed concept papers involving Costa Rican

cooperatives are presented in Annex B to this brief report.
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I. BACKGROUND
 

A. Definition/concept
 

Debt for development is the conversion of outstanding

developing country external debt 
or unremitted claims to
foreign creditors into some form of local 
(internal) asset that
will be used in development activities. Opt-
ans inc?.ude: Debt

for equity, debt for debt and debt for cash. The developing

country debt must be viewed as 
a crisis- the more critical the

situation the 
more likely the possiLility of reaching 
a

mutually beneficial arrangement that is viewed by cll 
parties

as economically feasible. The critical element in such 
a

transaction is the willingness of the foreign creditor to

discount its claim and the developing country government or
debtor must agree to 
pay the obligation in local currency and
 
.llow it to be used for specific development projects.
 

The goal of debt exchanges is to work out mutually

beneficial arrangements or more commonly called "deals" among
several interested parties that reduce debt burdens which are
problematic to developing countries and their foreign creditors

and at the same 
time channel and expand the resources into

developmentally sound, priority and productive programs. 
It
 
represents 
an effort which allows the interested parties to
 
turn a problem into ai, opportunity.
 

B. Benefits and Opportunities
 

Foreign creditors - banks, non-commercial b-nk corporations,

trading 
or other business organization, entitles with blocked
 
currency, governments and its agencies, and multilateral
 
development banks 
- see debt conversion as an opportunity to
turn 
a non-p.rforming asset or potential loss into one that is

performing, produces income and now or 
in the future will be
 
wholely or partially repaid.
 

The developing country debtor 
- governments, publi=

co 7orations, banks and other private sector entities 
- view

debt conversion as 
beneficial since it reduces or restructures

it debt burQen and allows for local currency resources tc be
 
used for priority development programs.
 

Not-for-profit organizations in the industrialized nations

and their local partners such as cooperatives, cooperative

development organizations, founditions, private voluntary

organizations, and universities serve as 
initiators,
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intermediaries, and implementors of approved development
 
programs. They benefit by leveraging existing or securing 
new
 
resources 
to pursue mutually agreed upon development goals.
 

The last group that may benefit are participants in the
 
small and often unpredictable but continuously evolving

secondary markets where private debt is currently bought and

sold at a discount. The-.e include investment, commercial and

regional banks, traders, and other specialty organizations.
 

C. Issues
 

1. Impact on the local economy- A central bank will likely

proceed with caution as it assesses the possible negative

effects 
on the local economy. The areas of concern may be:

changes in inflation and interest rates, 
impact on the domestic
 
financial market and distribution of resources and impact on
 
stabilization and debt restructuring agreements. 
An example and

lesson learned is the potential inflationary impact. Initial

experiments in conversicns have shown that the 
 developing

countries must be concerned about the potential inflationary

impact which may result when the transaction significantly

increases the amount of 
local currency. By increasing the
 
money supply in 
the short term increased inflation 
can result

thus frustratin, or negating a central 
 bank's monetary policy

objectives.
 

2. Legal concerns- Interested or parties involved in 
a
 
"swap" must ensure that the resulting agreement is legal. 
It
 
must 
 conform to the terms of the foreign creditor, the local
 
laws and policies regarding conversions and if applicable the

guidelines of an international development organization. Some

of the cases reviewed signal that the parties involved in an
 
exchange should review original creditor/debtor agreement

concerning transferability of the debt instrument. Another
 
issue currently being debated is the ownership of interest
 
earned on the locally acquired asset such as bonds or other
 
similar financial instruments if the hard currency purchase
 
source is a donation from an international development agency.
 

3. A.I.D. Regulations- Recently issued A.I.D. regulations

concerning use of A.I.D. provided 
resources to obtain debt
 
instruments and swap these into local currency stipulate the

local currency shall be held in 
interest bearing accounts and

the interest earned, before using the local currency for the
 
final program purposes, shall be remitted the U.S. Treasury.

This also applies to installment payments whe.d interest may be
 
earned.
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This provision in the A.I.D. debt regulations complicates

possibilities of using A.I.D. resources to take advantage of
tne formal debt swapping programs in Costa Rica or in other

countries where the local currency issued by the central bank
 
is "locked up" in 
interest bearing securities or accounts.
 

While the team understands the U.S. Government's rationale
 
for ensuring interest income earned from Federal funds be
transferred to 
the U.S. treasury under normal circumstances, it

would also like to point out that without a change in the Costa
 
Rican rules or a waiver or change in the A.I.D. regulation,

recipients of A.I.D. development resources will find it very

difficult to leverage these resources 
using debt swaps in Costa
 
Rica or 
other countries which adopt similar regulations.
 

However, the tean; has 
been made aware of legislation under
 
consideration in the U.S. Congress that would facilitate the
 
use of interest by a nongovernmental organization. Specifically

Section 579 of the relevant bill states "A nongovernmental

organization may invest local currencies which accrue to that

organization as 
a result of economic assistance provided under
 
the heading 'Agency for International Development' and any

interest earned or such investment may be used for the purpose

for which the assistance was 
provided to that organization."
 

The team is encouraged by the open support the Agency has
 
provided for the concept of Debt for Development and is

confident that continued support for leveraging official
 
development assistance will be provided in the future.
 

4. Other issues- The relative newness of the debt for
development concept and associated processes will continue to

supply interested parties with experiences that refine the
 
mutually beneficial debt exchanges that result in the coming

years. To date other issues based on lessons learned include:
 
ensuring the maintenance of value of the locally acquired

asset, assessing the potential risk of default on 
new
 
instruments, securing or possessing the expertise to 
ensure

that all interested parties are acting in good faith and all
 
the necessary agreements are reached to the mutual benefit and

satisfaction of the parties involved in the conversion. 
In
 
relation to the latter, one reported occurrence resulted in the

debt purchaser's inability to successfully negotiate the local
 
currency transaction because of failure to interest 
a local

entity in the conversion and was left holding the paper. This
 
could have been avoided by using a simultaneous transaction or
 
in 
some way that the interested party guarantees the debt being
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purchased is indeed convertible. Other issues explored and
 
responses to the objections are in the attached "Debt For
 
Development: An Exploration of Issues" (See Annex E). These
 
include:
 

a) Conversion provides a foreign investment subsidy,
 
b) Raises government fiscal deficit,
 
c) Increases foreign ownership and control,
 
d) Equity investments cost more for a longer time.
 

D. The VOCA Grant:
 

The Agency for International Development (FVA/PVC/CDS)
 
granted $85,000 to Volunteers _n Overseas Cooperative

Assistance (VOCA) on 
beh~ilf of the Overseas Cooperative

Development Corirnittee (OCDC) to carry out a "Co-Op Business and
 
Trade Initiotives" project titled "Innovative Cooperative
 
.;nance." The project was designed to "... help develop

-inancial systems for utilizing local currencies through public

and private sources of financing for cooperatives in developing
 
countries, focusing on ... 
debt equity conversions."
 

The Innovative Cooperative Finance project focuses 
on
 
obtaining local currencies through debt equity conversions from
 
non-performing loans held by U.S. 
and other b.nks which can be
 
purchased at a substantial discount and converted into local
 
currencies for long-term investment in developing country

cooperative financial institutions or in projects involving
 
cooperatives.
 

The purpose of the project will be accomplished by three
 
activities that included a technical conference held in
 
December 1988 in Washington, the production of a "Debt for
 
Development Guide," and two prototype field project design

missions to initiate the local currency cooperative finance
 
programs and gather information of two country specific debt
 
swap programs. Costa Rica and Jamaica were chosen for the field
 
missions.
 

The output oZ the two field missions will be at least two
 
prototype local currency projects from two countries which have
 
a reasonable chance for success. These prototype projects will
 
be carried out through follow-on work to be undertaken with
 
resources 
provided directly by the interested parties and
 
possibly with additional A.I.D. resources to be sought directly
 
from the specific USAID missions.
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II. POLICIES AND PROGRAMS 
IN COSTA RICA
 

A. Official Central Bank Program:
 

The latest regular approved and published program of the
Costa Rican Central Bank 
(BCCR), the guidelines of which are
annexed hereto, allows swaps by Costa Rican foundations who are
 
interested and able to work in three fields, i.e., 
1)
conservation of natural resources, 2) educational development

and 3) small and micro-enterprise programs. Purchase of 
land

and buildings are specifically prohibited and other program
 
areas are mentioned, such as: firancing training programs for
small business, technical assistance to small business, working

capital loans, purchase of didactic materials and equipment,
 
etc.
 

The minimum amount of any "project" or swap proposal

permitted under the current formal program is 
US$200,000 in
acquisition of debt paper (about US$1.4 million if the paper

sells at U.S.$0.15 per dollar of face value). 
The GOCR has

authorized up to $45 million face value, $15 
million per year

(at U.S.$0.15 per dollar of face value, about US$ 
2 1/4 million
would be required to buy $15 million worth of debt paper) over
 
a three year period. Specific debt instruments are mentioned as
being eligible: 
1) debt covered under the refinancing agreement

dated 9/9/83, later modified on 5/29/85; 2) the debt forming

part of the refinancing agreement of May 29, 1985, and 3) a $75

millioni 
credit dated 29 Mzy 1985. The debt instruments will be

swapped for monetary stabilization bonds that are denominated
 
in either dollars 
or colones as per Table I presented on the
 
following page:
 

The local currency funds resulting from a debt swap under

this program can be used for several specific programs in
 
accord with the following:
 

1) Natural resource conservation programs, which must be
 
approved by the Ministry of Natural Resources, Energy

and Mines.
 

2) 
 Small business programs for training, technical
 
assistance, research, feasibility studies, marketing

studies, working capital 
or investment loans, loan
 
guarantees.
 

Agricultural Cooperative
EJL!31A Development Internationai 

http:U.S.$0.15
http:U.S.$0.15


Debt for Development 
 Page 
 8
 
Costa Rica Mission
 

3) Educational development programs for purchase of
 
materials and equipment to be used in teaching and
 
scholarships for Costa Rican students in Costa Rica.
 

TABLE I
 

Official Costa Rica Debt Swap Program
 

Item Dollars Colones 

Percent converted: 80 % of the face 100 % of the face 
value of the debt value of the debt 
instrument instrument 

Interest rate: 3 % annual paid 8 % annual paid 

semestral semestral 

Characteristics: not negotiable* not negotiable* 

Maturity: 20 years 20 years 

Amortization: the principal will be paid out only in the
 
last five years in equal sums semestral.
 

* Although these are not negotiable, they can be used as 
collateral to obtain a loan provided the income stream is 
"assigned" over to the bank to pay back the loan. 

The last two programs (Small Business and Educational
 
Development) may also require the approval from relevant
 
government agencies or ministries, although the guidelines do
 
not mention what specific agency or government body. As
 
mentioned above, the local currency resulting from the swap

operation will be paid in monetary stabilization bonds
 
denominated in either U.S. dollars 
or Costa Rican colones in
 
accord with the table presented above. HOWEVER, the interest
 
streams 
on both types of bonds will be paid in colones. The
 
interest paid on the dollar deno-aiinated bonds will be paid at
 
the exchange rate on the day th2 interest payment is due.
 

The offers or proposals for participation in the program
 
must contain the following information:
 

SAgricultural Cooperative
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1) 	 Background information on and a description of the
 
requesting organization, including a description of the
 
programs currently being undertaken, objectives,

financial resources, experience, plus a copy of the
 
Articles of Incorporation and the names 
of the current
 
board of directors.
 

2) 	 A description of the organization's usual activities.
 

3) 	 Detailed description of the program or project to be
 
undertaken with the resources generated vis-a-vis the
 
conversion, including the time frame.
 

4) Amount of the offer and the possibility that the
 
program is willing to accept a partial offer.
 

5) An indication as 
to whether or not the applicant wishes
 

dollar denominated or colon denominated bonds.
 

6) 	 Description of the debt paper to be swapped (if known).
 

7) 	 Acceptance of the terms and conditions of the program

and an expressed understanding that the BCCR may

partially or totally reject the offer.
 

8) 
 Name of the local bank selected to be the financial
 
intermediary.
 

9) 	 Name of the person(s) authorizad to present the offer
 
and represent the organization.
 

10) 	 Addresses, phone numbers, etc. 
to facilitate
 
communication with the offeror.
 

11) 	 The offers must be presented in two copies in separate

envelopes and addressed to the general manager of the
 
BCCR.
 

Those interested parties which have submitted a proposal by

the stipulated deadline, will be notified within two months

whether or not their proposal has been approved. After this
 
notification, the interested party has 12 moqths to formalize
 
the program. The program cycle will be repeated each year for
 
three years.
 

The formal program places great importance on the
 
requirement that a local commercial bank be the intermediary

between the BCCR and the proposing foundation. The local
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foundation must select the local bank at the time the proposal

is submitted and then establish a trust agreement with the bank
 
in which the local bank manages the trust and ensures that the
 
program is implemented in accord with the proposal and approved

project. The local bank must, in fact, post a performance bond
 
with the BCCR (this is not specifically stipulated in the
 
regulations, however, banks interviewed informed the team it
 
was in fact a requirement). The interest generated by the
 
monetary stabilization bonds will only be paid to the
 
intermediary bank, which in turn will pay the beneficiary only

if the program is being implemented in accord with the approved
 
plan. Progress reports must be presented to the BCCR on a
 
trimester basis by both the intermediary bank and the
 
beneficiary institution.
 

B. Informal Programs in Process
 

There are several other informal debt swap programs that the
 
team was made aware of during interviews with several
 
cooperative entities. These special programs described to the
 
team illustrate that although there may be a formal, published
 
program, the possibility exists of persuading the local
 
authorities to approve other attractive programs if the Central
 
Bank considers them to be in the national interest.
 

Key to this, however, is identifying with a strong local
 
group or constituency which is able to undertake the necessary

contacts and persuasion in order to win program approval. The
 
special programs the team 
was made aware of are summarized
 
below. Please note however, that the description of these
 
special programs was provided unofficially by representatives
 
of each institution. Furthermore, the various special programs
 
were under active negotiation at the time of the team's visit
 
and the definite final contracts had not been signed, to our
 
knowledge, at that time.
 

1) FED'COOP (Federation of Coffee Cooperatives) and
 
FEDECREDITO (Credit Union Federation) conversion program for
 
coffee cooperatives and credit unions. In these two programs,

the respective cooperative federations have apparently been
 
authorized to purchase dollars which they will 
use to acquire

Costa Rican debt paper being held by the BCCR, which in turn
 
issues monetary stabilization bonds to the federations at
 
approximately 40 percent face value in Colones at the official
 
rate. The bonds are expected to pay about 17 percent interest
 
and are probably will be redeemable in 15 years.
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The followina numbers illustrate the concept: With USS100
 
the federations buy approximately US$625 in Costa Rican debt
 
paper from the BCCR, which is turned into monetary

stabilization bonds. Since the BCCR only recognizes 40 percent
 
of face value of the swap, the cooperative federations are
 
issued about C/. 20,000 in bonds. One third of these bonds 
are
 
expected to mature in five years while the remaining bonds may

mature in 15 years. The bonds will apparently earn 17 percent

interest paid on 
a trimester basis. The federations will either
 
be allowed to negotiate the bonds 
in the local stock market or
 
to "assign" the income stream to their local bank in exchange
 
for local currency.
 

in the case of the credit unions, the income stream will be
 
used to buy down interest rates they are paying on certificates
 
,-,f 
deposit issued to members through savings mobilization
 
*:amvaiqns. Some coffee cooperatives got into a difficult
 
situation due to attempts by the European and local coffee
 
,ntermediaries to corner 
the market for Costa Rican coffee. By

permitting the coffee cooperatives to buy dollars, acquire debt
 
instruments and, in effect, make significant profits on the
 
swap, the GOCR and the Costa Rican Cooperative Institute hope
 
to recapitalize these cooperatives and solve their debt
 
situation caused by the "coffee war" between the big processors
 
in Europe.
 

2) FOSECOOP (Cooperative Stabilization Fund) is a Costa
 
Rican cooperative strengthening project involving the Costa
 
Rican Cooperative Institute (INiFOCOOP). By purchasing non
performing ICE (government electrical company/agency) debt
 
instruments (reportedly in the hands of Canadian banks,
 
primarily), funds will be made available to 
"save" cooperatives

which have suffered by recent economic turmoil in Costa Rica.
 
In this scheme, about US$ 2.0 million will be purchased by

INFOCOOP 
at the BCCR at the official exchange rate. INFOCOOP
 
will buy ICE paper worth about USSO.125 per dollar of face
 
value. INFOCOOP will exchange this dollar denominated paper at
 
ICE for 40 percent of face value, which they estimate will
 
yield about C/. 500 millions. At this point, INFOCOOP receives
 
its C/. 160 million back and the remaining C/. 340 million in
 
new paper earning 26 percent will be issued by 
ICE - estimated
 
to be about C/. 80 million per year. This money will be used
 
for four program elements: a) bank guarantees for coope7atives

wishing to borrow for productive projects, b) Lo subsidize
 
interest rates on loans the cooperatives will obtain or already
 
may have obtained, c) technical assistance, and d) training.
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The Banco Popular will reportedly make available C/. 400
 
million (about US$5.0 million) to cooperatives at 22 - 24
 
percent interest, however, by using the local currency

available from the new ICE bonds, the rate will be bought down
 
to about 18 percent.
 

C. International Development Agencies
 

Non-governmental organizations (NGO's) such as private

voluntary organizations (PVO's) and cooperative development
 
organizations (CDO's) are working with international
 
organizations to respond to the debt crisis facing many

developing countries and to generate local currency for their
 
programs at enhanced rates.
 

In Costa Rica, for example, the Asociaci6n costarricense
 
para organizaciones de desarrollo (ACORDE) is coordinating a
 
program to syndicate individual relatively modest dollar
 
resources from sevei-al PVO/NGO's so 
as to generate significant
 
resources to make it attractive to do a debt swap. It was also
 
mentioned verbally that 
one or more European agencies or banks
 
may be interested in undertaking deals to obtain local currency

for their development programs in Costa Rica. Agencies like the
 
Canadian International Development Agency (CIDA) or the U.S.
 
Agency for International Development may also be interested in
 
leveraging their resources through debt swap programs.
 

Some international development agencies may also be willing
 
to approve grants to PVO/NGO's and/or cooperatives to purchase
 
debt. Annex C contains A.I.D.'s February 1989 announcement on
 
the Debt For Development Initiative. The regulation is
 
summarized in the text appearing before the Annex.
 

III. METHODOLOGY FOR UNDERTAKING A DEBT SWAP
 

The methodology for undertaking a debt swap program in Costa
 
Rica or another country is presented in outline form on the
 
following pages. It is by no means complete and is 
obviously
 
subject to change at any time as the regulations and the
 
programs change. The paragraphs that follow are meant as 
a
 
guide to interested parties and to document the complexity of
 
undertaking a debt swap in most countries.
 

The procedure has been arbitrarily broken down by the team
 
into three major parts, i.e., A) the preliminary analysis and
 
concept stage, B) the proposal development stage, and C) the
 
convers-on process stage.
 

e
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A. Preliminary Analysis and Concept
 

1. Identify country and secondary debt market offering
 
discounts.
 

2. Research objectives, terms and conditions of prior

conversions.
 

3. Contact and survey needs of local counterpart cooperative
 
or NGO.
 

4. Explore Central Bank interest and experience in
 
conversions.
 

5. Identify foreign creditors and ways to obtain debt or
 
explore interest of investors, international development
 
agencies, other sources. 

6. Do preliminary financial feasibility to 
opportunities exist. 

determine if 

7. Prepare brief concept paper targeted to interested 

parties. 

B. Proposal Development
 

1. Follow-up with interested parties and get agreement in
 
principle on willingness to support program concept.
 

2. Identify and select (as appropriate& local financial
 
institution.
 

3. Identify and select (as appropriate) your broker in the
 
secondary market.
 

4. Obtain Central Bank agreement in principle on the
 
conversion terms, mechanism and schedule.
 

5. Confirm availability and price of debt and source of local
 
asset.
 

6. Prepare and submit technical and financial proposal which
 
meets needs of the interested parties.
 

7. Obtain approval of proposed project.
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C. Conversion Process
 

1. Finalize letter of intent with local financial
 
institution (as appropriate).
 

2. Present formal request to central bank and get approval
 
on conversion terms.
 

3. Verify source and salability of debt and finalize
 
discount price and letter of intent with broker 
(as
 
appropriate).
 

4. Obtain funds to buy debt.
 

5. Simultaneousl',, in the shortest time frame, a) transfer
 
funds to broker to purchase debt, b) broker advises central
 
bank of completed transaction, c) central bank issues local
 
asset to local financial institution.
 

6. Use local asset for project -rposes.
 

IV. CONCEPT PAPER SUMMARIES
 

The following paragraphs are concept paper summaries of ideas
 
being developed by the indicated organizations. The complete
 
concept papers are presented in the annexes to this report.

These are examples of the types of debt-swap projects that are
 
possible if foreign investors can be located or if foreign

exchange resources are available to leverage into local
 
currency. They are presented here as illustrative cases only.
 

A. Caffeine Extracti-.n using a Gas Recirculation Pyrolysis
 
Process with Coffee Wastes
 

FEDECOOP (the federation of coffee cooperatives) and a U.S.
 
company (name omitted for confidentiality), with assistance and
 
coordination services from Agricultural Cooperative Development

International (ACDI), propose to establish a company in Costa
 
Rica for processing waste coffee bean pulp to produce caffeine
 
and alternative fuels, e.g., carbon, oil and gas. Caffeine
 
extraction technology under license from 
a major U.S. soft
 
drink company will be combined with the Gas Recirculation
 
Pyrolysis Process (GRPP) under license from the U.S. investor.
 
The caffeine produced will be exported under a multi-year sales
 
contract and 
some of the fuels will be utilized to meet the
 
energy requirements of the plant while others will be sold
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locally replacing imported fuels. By using waste coffee
 
products, the project will reduce waste dumping into Costa
 
Rican streams thereby having a positive impact on the local

environment. Fuels produced as by-products will be sold locally

saving scarce foreign exchange. Caffeine sales will generate

significant foreign exchange earnings for Costa Rica. The
 
federation of coffee cooperatives will be positioned to provide

yet another business service to its cooperative members and by

capturing a portion of the income streams within the
 
cooperative system will contribute to 
i:creased farmer incomes,

The project will also create approximately 20 long-term stable
 
Jobs in rural Costa Rica.
 

Of the estimated $10.0 million investment required by the
 
equity investor (FEDECOOP) and the financial partner

,undetermined), approximately S4.0 million is required in local
 
-urrency. This local currency will be generated using a debt
 
.quity swap and a debt for local currency swap.
 

B. Debt Conversion for Private Rural Power Investment in
 
2osta Rica
 

NRECA proposes to create an 
on-shore financing mechanism for
 
private power generation by consumer-owned rural electric
 
systems in Costa Rica, which is facing near-term power

shortages brought on by financial consLraints in the public
 
power system and over-reliance on intern~l.onal financing :f
 
the Costa Rican power sector. Due to high per capita foreign

indebtedness, uncertainty about economic growth, 
inflation and
 
exchange rates, the long-term debt market is highly constrained
 
in Costa Rica and local financ-ng for public service sectors is
 
virtually impossible today.
 

Recent policy initiatives has resulted in the opening-up of
 
power generation by private investment in Costa Rica and
 
through a debt-swapping mechanism the possibilities of
 
providing interest rate buy-down will make local long-term

financing for power generation a distinct possibility.
 

Costa Rican external debt will be purchased and converted
 
into long-term, non-inflationary bonds that will provide

_ufficient yields to 
"buy down" market lending rates for
 
medium- and long-term power investments by private Costa Rican
 
rural electric cooperatives. Interest earned on 
bonds received
 
in trade for external paper will be used to support interest
 
payments on long-term bonds issued to the :osta Rican public
 
for power projects, as may be needed.
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In addition to the proposed power lending program, NRECA
 
proposes to raise voluntary resources to finance a debt
 
conversion to operate a reforestation initiative aims mainly

at protecting small river basins threatened by Costa Rica's
 
serious deforestation problem.
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TRIP REPORT
 

Debt For Development Mission to Costa Rica
 

May 22, - June 2, 1989
 

Purpose of Trip: A) Document and prepare a report on 
the
 
current debt swapping programs in Costa Rica.
 
B) Prepare a step by step methodology that
 
might be used by non-profit groups interested
 
in using the debt swap as a means of
 
financing development programs in Costa Rica,

and C) Prepare several concept papers
 
describing several possible debt swap deals
 
appropriate in Costa Rica.
 

Personnel 
 1) Robert C. Flick, Team Leader - Senior Vice
 
President, Agricultural Cooperative

Development International/Washington, D.C. 2)
 
Paul Clark - Assistant Administrator,
 
International Programs Division, National
 
Rural Electric Cooperative Association,

Washington, D.C. 
3) John Schlueter - Financial
 
Systems Specialist, World Council of Credit
 
Unions/Madison, Wisconsin.
 

I. BACKGROUND:
 

Volunteers in Overseas Cooperative Development (VOCA) was
 
awarded a grant from the Agency for International Development

(A.I.D.) to undertake several activities relating to the use of
 
developing country sovereign debt as 
a potential resource for
 
development projects. These activities 
included a workshop held

in December 1988 in Washington, D.C. attended by government

officials anH cooperative leaders from Costa Rica and Jamaica,

A.I.D./Washington officials, and interested participants from
 
the Debt for Development Coalition, cooperative development

organizations (ACDI, NRECA, NCBA, WOCCU/CUNA, VOCA, CHF, CARE)

and others, as well as 
two field missions to document debt
 
swapping procedures in Jamaica and Costa Rica.
 

The field missions, to be undertaken by interested CDO's,
 
were partially financed by the VOCA grant. These missions were
 
to: A) document and prepare a report on 
the current debt
 
swapping programs in two countries in which had debt swapping
 
programs, B) prepare a step by step methodology that might be
 
used by non-profit groups interested in using the debt swap as
 
a means of financing development programs abroad, and C)

prepare several concept papers describing possible "deals" in
 
which debt swapping might be an appropriate financial tool.
 

The report that follows is a recapitulation of the debt for
 
development mission to Costa Rica.
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II. METHODOLOGY:
 

Work is divided into two phases, i.e.;, pre-visit and that
 
carried out in-country. Several weeks prior to the Costa Rica
 
visit meetings were held in Washington to discuss the expected

output, report contant, methodology, etc. The Aid Memoir
 
produced as 
a result of this meeting was circulated to all

interested parties and 
team members. A copy is attached to this
 
report. The USAID Mission was contacted and at their request

the mission was 
postponed until late May. Logistic arrangements

were 
made by the ACDI office in Costa Rica in advance as were
 
many of the key appointments. The team arrived in San Jose,

Costa Rica on Sunday, May 21, 1989 and assembled at the ACDI
 
country/regional office on 
Monday morning.
 

The first day was spent in organizational matters,

confirming appointments and making contact with each members'

in-country contacts, e.g., 
Flick made contact with BANCOOP and

FEDECOOP, Clark visited the Ministry of Natural Resources and

Energy and made contact with the Costa Rican Electric Company

(ICE), 
and Schlueter made contact with the National Federation

of Credit Unions (FEDECREDITO). Contact was 
also made with

USAID/Costa Rica to confirm the presence of the team, 
etc.
 

The Cooperative Housing Foundation 
(CHF) participated in part
of the work of the team in Costa Rica through its Costa Rica

Director, Mr. Michael Doyle. CHF may be putting together debt
swap housing development deals and Mr. Doyle provided the team

with background information on 
local housing development

opportunities, as well as participating in the meeting with
 
ACORDE and arranging a meeting of the team with Mr. William
 
Phelps, Manager of COFISA, 
a local development bank with

experience and facilities of all kinds of international banking

operations, including debt-swaps. CHF is the U.S. cooperative

development organization for the housing area and is therefore
 
considered part of the overall effort of this study.
 

On Tuesday - Wednesday the 
team met with the people listed

in Section IV below. Clark visited a rural electric cooperative

in San Carlos (COOPELESCA) on Thursday (a national holiday)

while Flick and Schlueter developed the report outline and
 
reviewed the many documents picked-up during the visits. Clark

departed on 
Friday morning, Flick and Schlueter remained

through the weekend writing and preparing the report, the
 
methodology,
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and their respective concept papers,etc. The Mission was
 
concluded on Monday, May 29th. The final report and

documentation was 
assembled in ACDI/Washington the week of June
 
5 - 9, 1989.
 

iii. COMMENTS
 

The official debt for development program of the Banco
 
Central is 
only a part of the debt swapping activities being
undertaken in Costa Rica. Other programs are 
being prepared by

the cooperative sector to assist crndit unions, coffee

cooperatives and others caught-up in crises which arose due to
 
monetary deregulation on 
the one hand and internationLl coffee

market manipulations on 
the other. The coffee crisis was in
 
part caused by the major European coffee houses in 
an attempt

to 
"corner the market" for Costa Rican coffee due to changes in

the European Economic Community's (EEC) tariff structure for

processed coffee. These special debt swap programs, described
 
in the Debt for Development Report of which this trip report is
but a part, are far more significant to the world cooperative

community than the official BCCR program, since they represent

a new cooperative development strategy that could and should be
 
adopted by other developing countries to assist their
 
cooperatives. By combining income streams produced by

discounting foreign commercial debt, the Costa Ricans have

demonstrated a new concept of development where local currency

matching funds can be generated using debt. Combining these
 
local resources with limited foreign exchange which might be
 
provided by international donor agencies, significant

development programs can 
be developed and financed at 
a
 
fraction of the cost using more traditional means.
 

However, there are many pitfalls and problems that can 
and

will arise in these kinds of programs. The team was informed
 
that one international private and voluntary organization

purchased debt paper abroad and when they tried to exchange it
for monetary stabilization bonds at the BCCR, they learned that

the paper they had purchased could not be redeemed prior to its

normal expiration date. This could have been avoided by using 
a

simultaneous transaction 
or some other way to ensure the debt

being purchased can in fact be converted. Caution is necessary

and open and full discussions with the Central Bank
 
authorities early in the process is 
not only recommended but is
 
a must to avoid problems.
 

Furthermore, is also necessary to work through and with
 
official government agencies besides the BCCR, e.g 
, INFOCOOP,
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the Ministry of Energy and Mines, the Ministry of Agriculture,
 
etc.
 

In general the team found people willing to discuss both the
 
official program  which was described as having been born

with a first and last name (naci6 con nombre y apellido) - and
 
the special programs.
 

IV. LIST OF PEOPLE VISITED IN COSTA RICA:
 

1. Marcos Salazar, Assistant General Manager, BANCOOP &

Gamaliel Alvarado B., Director Forestry Section of BANCOOP (the

responsible person for all BANCOOP's debt swapping).
 

2. Chris Merschrod, Technical Advisor, ACORDE.
 

3. Roberto Avendafio Ch., 
Director External Debt Department,
 
Central Bank of Costa Rica.
 

4. Bill Phelps, General Manager COFISA (a private bank and

investment holding company formed by AID in early 60's.
 

5. Roberto Vanegas, Controller, Credit Union Federation
 
(acting manager).
 

6. Rodolfo Navas, President, Banco Popular.
 

7. Misael Monge, National Cooperative Council (CONACOOP).
 

8. Jorge Villalobos, National Cooperative Council
 
(CONACOOP).
 

9. Michael Doyle, Foundation for Cooperative Housing (CHF)
 
country program director.
 

1O.Oscar Brown Stamp, Canadian Cooperative Association,
 
Latin American Representative.
 

11.Douglas Tinsler, Assistant Director, USAID/Costa Rica.
 

12.Aida Smyer, Regional Legal Advisor, USAID/Costa Rica.
 

13.Lewis W. Lucke, Chief, Project Development Office,
 
USAID/Costa Rica.
 

14.John Jones, Chief, General Development Office,
 
USAID/Cos Rica.
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15.Federico Herrero, General Manager, BANCOOP.
 

16.Vincent Schmack, USAID/CR, Private Sector Office.
 

17.Richard Garland, USAID/CR, Project Development Office.
 

V. BIBLIOGRAPHY OF DOCUMENTS REVIEWED
 

The following documents were reviewed by the debt for

development team in Costa Rica:
 

1. "A Debt for Development Guide, How to Make the Debt

Crisis Work for Development," Report from Debt for Development
Workshop held in December 1988, 
edited by Ted Weihe, Overseas

Cooperative Development Committee 
(OCDC).
 

2. "A.I.D. Announces Debt for Development Initiative,"

Agency for International Development, Washington, D.C.,

February 15, 1989 (the draft A.I.D. policy on debt for
 
development).
 

3. "Apuntes Sobre el 
Mecanismo de Conversi6n de Deuda
 
Externa Costa Rica," 
Lic. Roberto Avendaflo Ch., Banco Central
 
de Costa Rica, 1988.
 

4. "Charla Sobre Conversi6n de Deuda Externa," 
Ing. Gamaliel

Alvarado B., BANCOOP, San Josd, Costa Rica, April 28, 
1988.
 

5. "Debt for Development; An Exploration of Issues," 
Debt for

Development Coalition, Washington, D.C., 
April 1989.
 

6. "Experiencias del Banco Cooperativo Costarricense en los
Procesos de Conversi6n de Deuda Externa," 
Banco Cooperativo

Costarricense R.L., 
San Jose, Costa Rica, December 1988.
 

7. "Initial Ideas for 
a Debt for Development Program: Costa

Rica," 
Debt for Development Coalition, Washington, D.C. 
Draft
 
paper dated November 15, 1988.
 

8. "Normas Para Las Ofertas de Conversi6n de Deuda Externa

Que Presenten Fundaciones Costarricenses,' Approved by the
Board of Directors of the Central Bank of Costa Rica in their

Session No. 4338-89, Article 7, February 8, 1989.
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B. Concept Papers
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I. Summary
 

FEDECOOP (the federation of coffee cooperatives) or another
 
local company in which FEDECOOP has a substantial investment,

and a U.S. company, with assistance and coordination services
 
from Agricultural Cooperative Development International (ACDI),
 
propose to establish a business in Costa Rica for processing

waste coffee bean pulp, skins, etc. to produce caffeine and
 
alternative fuels, e.g., 
carbon, oil and gas. Caffeine
 
extraction technology under license from 
a soft drink company

will be combined with the Gas Recirculation Pyrolysis Process
 
(GRPP) under license from the U.S. company. The caffeine
 
produced will be ex'jorted under a multi-year sales contract and
 
some of the fuels will be utilized to meet the energy

requirements of the plant while others will be sold locally

replacing imported fuels. By using 
waste coffee products, the
 
project will reduce waste dumping into Costa Rican streams
 
thereby having a positive impact on the local environment.
 
Fuels produced as by-products will be sold locally saving
 
scarce foreign exchange. Caffeine sales will generate

significant foreign exchange earnings for Costa Rica. The
 
federation of coffee cooperatives will be positioned to provide

yet another business service to its cooperative members and by

capturing a portion of the income streams within the
 
cooperative system will contribute to increased farmer incomes.
 
The project will also create approximately 20 long-term stable
 
jobs in rural Costa Rica.
 

Of the estimated $10.0 million investment required by the
 
equity investor (FEDECOOP) and the financial partner

(undetermined), approximately $4.0 million is 
required in local
 
currency. This local currency will be generated using 
a debt
 
equity swap and a debt for local currency swap. US$1.0 million
 
will purchase approximately $6.25 million of debt paper, which
 
will be redeemed in local currency by the Central Bank of Costa
 
Rica at 
40 percent of face value. Using this formula, the
 
estimated $4.0 million required in the preliminary cash flow
 
analysis is reduced to approximately US$1.6 million.
 

II. Agicultural Cooperative Development International
 
(ACVI)
 

Agricultural Cooperative Development International (ACDI) is
 
a non-profit technical and management assistance organization

created in 1968 by the leading agricultural cooperatives and
 
farmer organizations in the United States. 
Its mandate is to
 
respond 
to the needs of agricultural cooperatives, farm credit
 
systems, agribusinesses and supporting government agencies

primarily in developing countries. ACDI provides technical
 
assistance in the development of marketing, farm supply and
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agricultural credit and related services. Its 
projects play an
important role in strengthening cooperative agribusiness and
assisting independent private sector cooperatives develop value

added food processing and marketing ventures.
 

ACDI has recently established a new service to be operated

from its Washington headquarters 
that will link-up cooperatives

in developing countries with farmers, farming corporations and
other interested investors in 
the U.S. to form joint venture

value added agribusiness of mutual benefit. One of the
 
financing tools expected to be useful in developing the
business relationships and financing the projects involves debt
swapping. Either 
or both the U.S. investor and the developing

country cooperatives will purchase debt instruments 
on the
 
international secondary market and swap these for local
 
currency resources needed to finance the joint venture
 
agribusiness.
 

In Costa Rica, ACDI 
has provided technical assistance and

training for agricultural cooperative and credit programs with
local cooperative organizations since 1982. 
It's first project
was 
to assist BANCOOP, a new cooperative bank created by

leading agricultural and rural electric cooperatives and credit

unions in late 1981. This bank, now known as BANCOOP R.L., has
 
grown into one of the strongest and most successful private
banks in 
Costa Rica. ACDI's second project was to assist the

Compania Bananera de Ccsta Rica 
(a United Brands subsidiary),

USAID/Costa Rica and approximately 115 former banana company

workers and their families in the organization, start-up and

operation of a palm oil production cooperative in the Parrita

District of Quepos. In a complicated financial deal, the banana
 
company sold 1,500 hectares of old palm groves and other

infrastructure to willing employees selected in part by the

ACDI adviser, who invested their accumulated retirement funds
 as 
member equity and obtained credit from USAID and the banana
 
company. New varieties of palm oil 
were planted by the banana
 
company under contract with the new cooperative and after
 
approximately five years of ACDI 
involvement, COPECALIFORNIA
 
R.L. is right 
on schedule in terms of organizational

development, palm kernel production, oil extraction rates, loan
 
repayment, capital build-up, etc.
 

Simultaneously with the oil palm and overlapping with the

BANCOOP project, ACDI initiated technical and training

assistance to 
the Federation of Coffee Cooperatives (FEDECOOP)

in their ambitious program of coffee technification to overcome

the threat of coffee rust disease. In ths $20 million plus
project, also financed by USAID/Costa Rica, the ACDI credit
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adviser assisted local cooperatives, members of the federation,

develop and implement credit programs to finance coffee
 
nurseries and new coffee plantings on over 
10,000 hectares, as

well as over 1,500 hectares of diversification crops such as
 
macademia, guayabana, cardimon, etc. The project, still in
 
progress, has had significant impact on 
coffee productivity and

in improving farmer incomes, maintaining jobs in the rural
 
areas, etc. Repayment rates have been excellent and under a new
 
agreement with USAID, it is 
anticipated the project will
 
continue several more years.
 

In addition to the above in-country financed programs, ACDI

brought more than 20 U.S. farmer volunteers to Costa Rica
 
during 
1988 to work with local farmers and their cooperatives

under a U.S. funded Farmer to 
Farmer program. American farmers

brought practical expertise and methods to local farms and
 
cooperatives in areas such as 
fruit and vegetable production,
 
pesticide safety, etc.
 

On July 1st of this year, ACDI initiated its fourth
 
significant long-term cooperative development project in Costa

Rica. The new project, involving a team of expatriate and local
 
advisers and technicians, will work with 
"non-traditional"
 
agricultural producers and their cooperatives to 
improve their

operations, productivity, financial and organizational

management. Fresh fruit and vegetable. 
tropical plant, flower,

herb, and macademia nut producers and their cooperatives will

be assisted through an arrangement with UNIBANC, the
 
development arm of BANCOOP.
 

ACDI's counterpart in Costa Rica is BANCOOP and its
 
development arm, UNIBANC. BANCOOP is 
one of the largest and
 
most efficient private banks in Costa Rica. With assets of

approximately $40 million and a capital base of $6.5 
million it

has consistently outperformed its competitors in 
most of the
 
indicators used by. the Superintendency of Banks (bank

regulatory agency) to rate private banks in Costa Rica. BANCOOP

will administer the local currency resulting from any debt swap

and provide market rate loan financing for the local
 
cooperative entity undertaking the projzct.
 

UNIBANC is the development arm of BANCOOP. It is staffed with
 
local and German technicians who provide technical and
 
management assistance to cooperatives and related
 
organizations. UNIBANC designs and implements special

development projects involving cooperative members of BANCOOP
 
and is 
one of the vehicles through which foreign assistance
 
funds flow to the Costa Rican cooperative movement. ACDI has 
a
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contract with UNIBANC in which the two organizations 'ork
 
together, coordinate and mutually support each's cooperative

development activities. ACDI's presence in Costa Rica is
 
closely tied to UNIBANC and BANCOOP (which it helped organize).
 
ACDI's offices are provided by UNIBANC and all in-country
 
activities are closely coordinated with this agency. ACDI and
 
UNIBANC technicians resident in Costa Rica will be responsible
 
for project design, trouble shooting during project

implementation, management and financial technical assistance
 
and support and as a liaison between the U.S. partners and the
 
Federation of Coffee Cooperatives (FEDECOOP), the Costa Rican
 
joint venture partner.
 

III. Domestic and National Priorities
 

Costa Rica and the U.S. Agency for International Development
 
have embarked on priority projects to promote the production
 
and export by the private sector of non-traditional
 
agricultural products and value added agricultural products. A
 
national organization has been created - -
CAAP and endowed to
 
provide assistance in this area. Cooperatives play an important

role in the Costa Rican private sector and are a favored
 
institutional matrix by the GOCR. There are about 350
 
registered cooperatives with over 200,000 members concentrated
 
primarily in the savings and credit, agricultural and
 
industrial areas.
 

National priorities in Costa Rica include the promotion of
 
export earning enterpri.se.s In the private sector, natural
 
resource conservation and environmentally constructive
 
projects, employment creation and maintenance in the rural
 
areas, import substitution projects and agricultural
 
diversification to reduce dependence on 
one or two principal
 
crops, i.e., coffee and bananas. The proposed project is
 
squarely in accord with top development priorities and
 
policies in Costa Rica.
 

IV. The Proposed Coffee Pulp Prolect
 

The plant will be located centrally to the greatest number of
 
mills supplying pulp, which will install dewatering devices to
 
reduce the water content of the pulp to about 50 percent by

weight in order to save on local transport costs. The cost of
 
these dewatering devices will be amortized over the first three
 
years of operation of the plant and is reflected in the costs
 
of the feed stock. These devices will also reduce the organic
 
matter in the mill waste water so processing for discharge will
 
be minimized and pollution of the streams and rivers in the
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rural areas will be significantly reduced. Final plant design

will be such that it will be able to process 60,000 M tons at
 
50 percent moisture innually, which will be received in
 
truckload quantities not to e-ceed 20 tons of pulp each 
(local

roads and bridges prohibit larger trucks).
 

The 50 percent moisture pulp will be further dried using a
 
centrifuge and then thermal energy supplied by the gas produced

from the Gas Recirculation Pyrolysis Process (GRPP) prior to
 
being mechanically reduced in particle size for storage in
 
large bins.
 

The caffeine extraction process will utilize the excess gas

not used in the drying process and a portion of the oil
 
produced by the GRPP. The extraction process is a thermal
 
method incorporating a recirculating carrier gas producing a
 
high caffeine content, aqueous phase product. This intermediate
 
product will be further processed to produce caffeine meeting

the purchase specifications of the sales contract.
 

The pulp residue from the caffeine extraction process will be

densified to approximately 36 pounds per cubic foot and fed via
 
metering bins into the GRPP for conversion to gas and oils.
 

The basis for the GRPP is 
a vertical bed, counter-flow device
 
operating at slight sub-atmospheric pressure utilizing hot
 
gases to decompose the solid material. The maximum temperature

at which 
the system will operate is 850OF and it will produce a
 
char product with a high carbon content and a specific heat of
 
13,000 BTU per pound, approximately.
 

The plant is designed to produce between 180 and 200 
tons of
 
caffeine from the extraction process and between 6,000 to 8,000

tons of carbon and approximately 1.0 million gallons of oil
 
from the GRPP operation.
 

The attached pro forma cash flow analysis illustrates the
 
various financial parameters of the proposed project.
 

V. Special Considerations/Risks
 

This will be the first time a project such as th" one
 
described above has been designed using coffee residues 
as the
 
principal raw material for the industrial process. Recent
 
rulings by the U.S. Food and Drug Administration (FDA) have
 
resulted in a scarcity of caffeine in the international market
 
primarily because the mandated decaffeination process also
 
destroys the caffeine, which was 
formerly a by-product in the
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manufacture of decaffeinated coffee. Given the international
 
price of caffeine it was decided to design a process in which
 
the caffeine was produced from a product, the residue of which
 
would not to be used for human or animal consumption but
 
instead in the production of inlustrial products: carbon, gas
 
and fuel oil.
 

The financial viability of the project does not depend 
on the
 
ability to use debt swapping techniques to produce local
 
currency needed for capital investment and working capital. The
 
assumption is that local Central Bank officials will be
 
convinced of the merit of such 
a project in the coffee
 
cooperative sector and will approve a debt swap, which helps
 
ensure lower levels of risk, offsetting in a manner, the risk
 
associated with the innovative nature of the process.
 

Furthermore, analysis of the international caffeine market
 
indicates that demand will remain strorAg 
in the near term.
 
Other large coffee producing countries may also decide to
 
develop similar projects, however, in order to be 
a viable
 
process ripe coffee beans must be processed at central
 
facilities, as 
is done in Costa Rica. In most other coffee
 
producing countries, coffee cherries are depulped on the farm,
 
sun dried and brought to the mill in "pergamino" form for
 
dehulling, drying and preparing for export. To our knowledge,
 
no such project is underway.
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COSTARICAN PLANT - PRO FORMACASHFLOWANALYSIS CONCEPT PAPER 

DESCRIPTION YEAR0 YEARI YEAR2 YEAR3 YEAR4 YEAR5 YEAR6 YEAR7 YEAR8 YEAR9 YEAR 1O TOTALS 

REDUIRED CAITAL 
Equity Investor 
Financial Partnr 

2, 000,000
3,000,000 SSJYIPTIONS DESCRIPTION 

Bank Loan 

Total 

PROJECTCOSTS 

Installed Plant 
Working Crital 
Pre-Operational rxpense 
Engineering
Licensing
Contingency 
Structures(incl. offices)
Start-Up Costs 
Site Isprovewnts
Land 
Freight, Tax Permits 
Gen. Liability Insurance 

5,000,000 

10,000,000 

0.000100.000 
1,56V.000 

6.500 
6,000

20,000 
1,200 

400,000
2,300 
2,000 

105 
10.000 
448.00 
0.030 
0.030 

0.500 
0.300 
0.200 

CENTS FOB PRICE / GALLONOF OIL
DOJ.LRS FOBPRICE I M. TONDiAR 
DOLLARS FOBPRICE / M. TONG.fuC. 
DOLLS FOBPRICE I POUND CAFFEINE 

TMNS HARDNJT &HELL
M. TONS COFFEE SKINS @50% WATER 
M. TONS 6.A.C. PRODJCED 
6LLMl6 OIL PRODUCED 
N. TONS CHARPRODUCED 
M.TM GREENCOFFEE BEANSDE-CAFFEIHTED 
M. TONS CAFFEINE PRODUCED 
DOLLARSDEL. COSTI N. TONCOF.SKINS 
DOLLARS DE-CAFFEINATING FEE / N. TON 

MANAGEEN FEE 
ROYALTYFEE 

U.S. Investor 
LOCALEGUITY I MESTOR 
FINANCIAL PARTNER 

Total 

Granular Activated Carbon 
Bulk Carbon 

Vkt'ing-&De-Caff Fees 
CA 'FENE 

Total 

10,000,000 

1,881,600 
230,000 
896,000 

1,507,095 

4,514,695 

1,975,680 
241,500 
940,800 

1,582,450 

4,740,430 

2,074,4r4 
253,575 
967,840 

1,661,572 

429T7,45, 

2,178,187 
266,254 

1,037,232 
1,744,651 

5,226,324 

2,287,097 
279,566 

1,089,094 
1,831,884 

5,487,640 

2,401,451 
293,545 

1,43548 
11923,478 

5,762,022 

0.090 
0.050 

2,521,524 
308,222 

1,200,726 
2,019,652 

6,050,123 

INTEREST B NKmLOAN 
GNERA. INFLATION RATE 

2,647,600 2,779,980 2,918,979 
323,633 339,815 356,805

1,260,76 1,323,800 1,389,990 
2,120,634 2,226,666 2,337,999 

6,352,630 6,670,261 7,003,774 

OPERATING EXPENSES
Feedstock 
Personnel 
Utilities 
Other Direct Costs 
Inirect Costs 
Lab I G-Assu-ance 
Sales I Marketing 

Total 

500,000 
613,700 
209,000
421,500 
218,000 
2,300 
344,000 

2,571,500 

525,000 
644,385 
219,450
442,575 
228,900
278,565 
361,200 

2,700,075 

551,250 
676,604 
230,423
464,704 
240,345 
292,493
379,260 

2, 835,079 

578,813 
710,434 
241,944
487,939 
252,362
307,118 
398,223 

2,976, 833 

607,753 
745,956 
254,041
512,336 
264,980 
322 474 
418,134 

3,125,674 

638,141 
783,254 
266,743
537,953 
278,229 
338,597 
439,041 

3,281,958 

670,048 
8M2,417 
280,080
564,850 
292,141 
355,527 
460,993 

3,446,056 

703,550 
863,538 
294,084
593,093 
306,748 
373,304 
484,043 

3,618,359 

738,728 
906,714 
308,788
622,747 
322,085
391,969 
508,245 

3,799,2T7 

775,664 
952,050 
324,228
653,885 
338,11F 
411,567
533,657 

3,989,241 

OPERATING INCOME 1,943,195 2,040,355 2,142,373 2,249,491 2,361,966 2,480, 064 2,604,067 2,734,271 2,870,984 3,014,534 

FEES
N-nageint Fee 
Royalty 

Total 

BAK LOAN 
Principal
Interest 

Total 

135,441 
135,441 

270,882 

714,286 
450,000 

1,164,286 

142,213 
142,213 

84,426 

714,286 
385,714 

1,100,000 

149,324 
149,324 

298,647 

714,286 
321,429 

1,035,714 

156,790 
156,790 

313,579 

714,286 
257,143 

971,429 

164,629 
164,629 

329,258 

71i,286 
192,857 

907,143 

172,861 
172,861 

345,721 

714 286 
128,571 

842,857 

181,504 
181,504 

363,007 

714 286 
64,286 

778,571 

190,579 
190,579 

381,158 

0 

200 108 
200,108 

400,216 

0 

210,113 
210,113 

420,226 

0 

5,000,000 
1,800,000 

6,800,000 

CASHFO.DISTRIBUTION
Total Cash 

S LICA EIIJITY 
FINANCIAL PARTNER 
U.S. Investor 

(2,000,000) 
(3,000,000) 

50G,028 

152,408 
101,606 

25,014 

655,929 

196,779 
131,186 

327,965 

808,011 

242,403 
161,602 

404,006 

964,483 

289,345 
192,897 

4B2,242 

1,125,565 

337,669 
225,113 

562,782 

1,291,486 

387,446 
258,297 

645,743 

1,462,489 

438,747 
292,498 

731,244 

2,353,113 

705, 934 
470,623 

1,176,557 

2,470,769 

741,231 
494,154 

1,235,384 

2,594,307 

778,292 
518,861 

1,297,154 



National Rural Electic
Cooperative Association 
1800 Massachusetts Avenue, NW.
 
Wasnington. D.C. 20036
 
Telephone: 202/857-9500 

DEBT CONVERSION FOR PRIVATE RURAL POWER INVESTMENT
 
IN COSTA RICA
 

Summary
 

This proposal is for the creation of an on-shore financing
mechanism for private power generation by consumer-owned rural
electric systems in Costa Rica, which is facing near-term
national power shortages. 
These potential shortages were
brought on in large part by financial constraints in the public
power system and over-reliance on international financing of the
Costa Rican power sector. 
Costa Rica has one of the world's
highest per capita foreign indebtedness. Uncertainty about
economic growth, inflation and foreign conversion rates for the
local currency has sharply constrained the long-term debt market
in Costa Rica, making local financing for public service sectors
virtually impossible today. Foreign-currency public sector
borrowing to finance public service investment that can be based
on private investment using local resources, on the other hand,
is a needless risk.
 

Against this financial background, USAID/San Jose, in
cooperation with other AID offices including AID/W/S&T/EY and
ROCAP, and with the Inter-American Development Bank and other
donors has helped the Costa Rican Government (GOCR) to bring
about a landmark policy initiative to open up power generation
to private investment in Costa Rica. 
The proposed financing
initiative is 
a logical follow-on to this important policy.
 

The proposal's central feature is to purchase Costa Rican
external commercial debt for conversion into a long-term,
non-inflationary bond that will provide sufficient yields to
"buy down" market lending rates 
for medium and long-term power
investments by private Costa Rican rural electric cooperatives.
Interest earned on bonds received in trade for external paper
would be used to support interest payments on long-term bonds
issued to the Costa Rican public for power projects, as may be

needed.
 



Advantages:
 

o 
Expands privateness of a government-dominated investment
 
sector.
 

o 
Responds to a critical national economic and security

need.
 

o 
Reduces Costa Rican demand for international financing
and associated economic risks.
 

o 
Gives impetus to a favorable energy supply policy in
terms of cost-effectiveness, investment risk reduction,

and environmental policy.
 

o 
Improves Costa Rica's credit rating by removing debt from
 
books.
 

o 
Provides a pattern for starting up local private
financing schemes for power supply and distribution in
various other AID-assisted countries currently involved
in debt-reduction programs.
 

Constraints:
 

o 
Inflation fears constraint long-term lending in Costa
 
Rica.
 

o 
Legislation to lift legal restrictions on private power
 
was still pending as of June 15, 
1989 (but expected).
 

o 
The secondary debt market and local debt-conversion
policy environment are uncertain and specific terms for
the debt conversion deal must be worked out.
 
In addition to the proposed power lending program, NRECA
proposes to raise voluntary resources to finance a debt
conversion to operate a reforestation initiative aimed mainly at
protecting small river basins threatened by Costa Rica's serious

deforestation problem.
 

Background
 

A group of four cooperative electric utilities in Costa Rica
formed with USAID's help two decades ago are in the process of
forming a new cooperative to undertake common-interest services
such as training, materials procurement, power generation,
insurance programs, and R&D. 
The Costa Rican legislature passed
enabling legislation for this venture in fall 1988, and a formal
establishment agreement is expected in the near future. 
 This
utility consortium could also include two municipal utilities.
The four electric distribution cooperatives' Boards of Directors
have already voted to authorize their participation.
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Primary importance has been attached to the development of power
generating capacity. 
Costa Rica's national power demand could
exceed the pace of power generation development by the Instituto
Costarricense de Electricidad (ICE), 
the quasi-public central
power utility which now has a virtual monopoly over power
generation. 
 ICE's financial position was seriously eroded by
the rapid devaluation of the Colone, forcing non-payment on over
$400 million of its outstanding foreign debt which now surpasses
$1 billion. The small utilities now purchase most of their
power wholesale from ICE, and are concerned that ICE will not be
able to borrow sufficient resources to develop adequate new
power sources to meet their needs, beginning in the next few
 
years.
 

The national implications of this development include curtailed
power usage 
---with certain economic and social consequences
and/or heavy new foreign currency demands to import electricity
or fuel for thermal power generation plants. 
At the global
level, 
each increment of thermal generation adds to the
atmospheric C02 
content and to the growing environmental risk of
climate change and global warming.
 

The consortium has begun assessment of small hydropower sites,
with the plan to pool financial and technical resources, and to
share in the power and energy produced from projects
constructed. 
The preliminary analyses indicate these to be
extremely cost-effective generation sites. 
 These are
run-of-river projects, therefore causing minimal disruption to
the natural habitat, as well as being non-polluting.
 

NRECA, under a ROCAP-funded cooperative agreement, is presently
working with the Ministry of Natural Resources, Energy and Mines
(MIRENEM), USAID/San Jose, and others to formulate an overall
strategy to 
facilitate new, non-governmental investment in such
power resources, including assistance in establishing the legal,
institutional, technical, and financial bases for such
development. This follows-up work by USAID/San Jose with S&T/EY
assistance in areas of power system analysis and policy change
that has been instrumental in bringing about a favorable
political environment for removing legal obstacles to private
power development. A legislative measure sponsored by the
MIRENEM to increase the allowable limit for private hydro
development from 0.35 MW to 20.0 MW is before the Costa Rican
legislature at present, and is expected to become law later this
 
year.
 

NRECA has recently completed a prefeasibility analysis of the
utility consortium which also investigated several potential
hydropower projects. 
The results show that small decentralized
hydro presents an extremely low-cost power supply option, given
Costa Rica's excellent hydrologic and topographic
characteristics, and well-established power transmission
system. 
The consortium, including the two municipally-owned
systems, has a combined total demand of 100 MW (15% of current
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national electricity demand) that is expected to double by the
end of the century. The identified hydro resources within their
service areas can readily accomodate this growth.
 

A related nec1 
is action to restore and protect watersheds which
are threatened with permanent damage from tree removal. 
 In the
past thirty years, deforestation has resulted in the reduction
in total area forest cover from 71% 
to just over 20%. Although
the GOCR, with assistance by various donors, have been
committing resources to forestation and forestry-use programs in
recent years, special additional focus may be needed to maintain
adequate forest cover in the numerous small river basins outside
the reserve areas, particularly in the steeper reaches and in
corridors along riverbanks.
 

Debt Conversion Program
 

A key advantage to small hydropower development in Costa Rica is
that it can be managed and financed largely with onshore
resources. 
 Utilizing design and construction management
techniques that are available to maximize local-resource
utilization, the materials, machining, engineering and
construction capabilities in Costa Rica are sufficient to
undertake a significant portion of these projects.
turbine-generator and major electric components would 
The

constitute
most of the foreign-required. 
Preliminary analysis shows that
projects could have a local content cost percentage of between
50% and 70% of total investment.
 

Following this principle, the opportunity arises to mitigate the
foreign-exchange risk in future power sector investment by
developing appropriate debt mechanisms in the Cost Rican credit
market for financing small private power development. 
While
some of the smaller projects can be done quickly at low cost and
with cash (i.e. rehabilitation of existing small sites), 
most
new projects in the range of 2-20 MW will require debt financing

of some sort.
 

This opportunity is severely limited by the virtual lack of
long-term debt financing in Costa Rica. 
Most local debt
involves less than two years at rates exceeding 20%. Long-term
debt instruments offered today would bear interest rates

surpassing 30%.
 

Hydroelectric projects are typically long-term investments of 15
- 35 years, particularly if the projects are to serve a
predominantly rural clientele, where costs of power distribution
are relatively high owing to low consumer density.
 
Costa Rican commercial paper can be purchased on the secondary
market for approximately 15% of face value, according to market
indicators in May 1989. 
 Based on this high degree of
leveraging, several debt-conversion activities are underway in
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Costa Rica that provide precedents for developing a market-based
debt financing mechanism that can meet the long-term financial
characteristics of these types of projects. 
One of these is an
official government debt conversion program aimed at various
public interest initiatives, but not including energy. 
To
confine the inflationary effects of debt conversion, these
programs provide for long-term payouts in local currency in the
form of bonds that pay modest interest rates. Unless this
mechanism can be used on a very large scale, this would not be
sufficient to capitalize the required power supply investment
 
program.
 

In consultation with the MIRENEM, NRECA has approached the
Office of Foreign Debt of the Costa Rican Central Bank (Banco
Central de Costa Rica, BCCR) regarding this matter. 
The Office
Director said that the BCCR is critically concerned about
public-sector borrowing for th±e power facilities, which was a
major factor in the current national debt condition, and
encouraged the development of a proposal for a special
power-sector program that would be supplementary to the BCCR's
current $45 million debt-conversion program.
 

Proiect Designand
Implementation
 

The operational basis for the financing program conceived in
this propcsal is similar to the BCCR's existing debt conversion
program. 
NRECA would utilize dollar resources from donors
and\or investors to purchase the necessary paper to convert to a
long-term bond whose proceeds would be vested in a Costa Rican
intermediary financial institution acting on behalf of the bond
issuer 
(BCCR) and the consortium.
 

The intermediary would then issue bonds to the Costa Rican
public for approved power projects utilizing the conversion bond
as a guarantee on a specified portion of the payable interest
and the bond face value. Interest would also cover the
intermediary's administrative cost. 
There are several suitable
private and national banks that have indicated an interest in
serving as intermediaries.
 

Based on this mechanism, NRECA proposes a project with total
funding of $6.1 million including a debt conversion program with
an estimated face-value of $34 
million in three basic
 
components:
 

(1) The purchase of a 20-year bond of approximately $30
million to provide a guarantee on Power Development
Revenue Bonds to be issued by the consortium. 
The
effective interest rate of the debt conversion bond
would be keyed to the cost of money raised from the
development revenue bonds, and the actual financial
performance of the projects. 
 In effect, the debt
conversion bond would pay revenue sufficient to cover
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financing shortfalls, if any, for bonds auctioned by
the financial intermediary on behalf of the
consortium. 
This revenue would effectively "buy-down"

the auctioned interest rate for the power investment
bonds to the cost of money that individual power

projects could support.
 

To limit the risk to the Central Bank, a ceiling would
be established on the interest that debt-conversion
bond would pay out. Similarly, interest rate floors
could be established for both the consortium's share
of the cost and what would be covered by the debt
conversion bond proceeds. 
Any project surpluses would
be paid back to member utilities in capital credits or
retained as member equity on new investment. Any
unused portion of the minimum payout from the
conversion bond would be retained by the intermediary
as 	collateral 
for bond financing of additional future
projects. 
Given 	the very positive financial outlook
 on representative projects that have been
investigated, with a resulting low default rate on the
power development revenue bonds and a good financial
 return the conversion bond could provide backing for
financing beyond the initial $30 million portfolio.
 

(2) 	 The purchase of a $3.0 million 20-year bond, possibly
based on a conversion of ICE's debt, to provide direct
local currency support for administrative costs of the
 program and project preparation studies.
 

(3) 	 The purchase of a $1.0 million 20-year bond to finance
 a small watershed forestation program to conserve the
maximum hydro potential in these energy-rich river
basins. 
 NRECA 	would solicit dollar contributions from
its member utilities in the U.S. to make this debt
purchase on a grant basis. 
Counterpart GOCR funding
and in-kind contributions would be solicited.
 

Assuming an acceptable debt purchase and conversion can be
arranged, the following illustrates how this mechanfsm can work,
based 	on preliminary analyses on hydropower projects the

consortium is studying:
 

o 
100 MW of new plant built over a 10-year period.
 

o 	Investment cost of $150 million, 40% to be financed by
multilateral development banks 
(MDB) 	or bilateral
loans (including the Inter-American Development Bank's
 new proposed private-sector generation lending
facility), 
40% by member equity, and 20% 
to be raised
in local bonds under the proposed mechanism. The
debt-conversion bond would be purchased in the first
 year for the full value of the 10-year financing
 
program (i.e. $30 million).
 

6
 



o 	Project investment cost averaging $1500/kW installed
by conservative estimate, with an average cost per kWh
 
of 	$0.029.
 

o 
Average bulk rate charged by the new generation entity
is $0.039/kWh (including demand charges to industrial
 
consumers).
 

o 	 The average financial internal rate of return on all
 
resources invested is 22%.
 

With this financial projection for a typical project, the
entity's bulk sales to its members 
(any surplus to be sold to
ICE) should be sufficient to cover its general and
administrative costs and a majority of the debt service expense.
 

The NRECA International Foundation would be the conduit for the
debt conversion initiatives, as a tax-exempt organization and
the most effective means of raising private and thereby
leveraging US Dollar resources needed to make the needed debt
purchase. 
 It is also envisioned that the Foundation would
acquire voluntary services of different types of technical
specialists as may be required. 
 The Foundation would establish
a branch in Costa Rica that would be staffed by an NRECA project
advisor with a Costa Rican counterpart to provide coordination
and technical supervision of these projects. 
Proceeds from the
$3.0 million debt conversion would support the local costs of
this technical assistance mission.
 

Impacts
 

1. Reduction in Costa Rica's external debt burden by $34
million and new foreign currency borrowing of at least
 
$30 million.
 

2. The construction of a minimum of 100 MW of new hydro
generating capacity whose annual import savings in fuel
costs would be equivalent to $25 million.
 

3. The establishment of public confidence in a new local
credit market for power supply investment.
 

Constraints
 

1. Fears about inflation constrain long-term lending in
 
Costa Rica.
 

2. 	Current law in Costa Rica permits private power projects
up 	to 500 hp. The Government has included a legislative
"rider" on its budget bill before the legislature that
would lift this ceiling to 20 MW for hydropower

projects. This provision is expected to go into effect
 
by July 1989.
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3. The debt conversion market for Costa Rican paper is
presently volatile, partly owing to the uncertain future
of rumored debt-reduction proposals for Costa Rica that
could raise the secondary market rate and/or temporarily

"freeze" the market.
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Secton 1001.-Determnationof 
Amount of and Recognition of Gain 
or Loss 
. CFR 10014 Corputaton o. gain or 

los 
,4iso Section iO ! ,":-i,' 

Gain or loss recognition: debt for 
equit% swaps. The federal income tax 
consequences are set ,"or:h for van-
ous transactions .- at are a part of a 
foreign counr' program to reduce 
the amount ot I:, outstanding L.S. 
dollar clenomina,e, debt. 

Rev. Rul. 87-124 

Wha, are the federal income tax 
consequences resulting from various 
transactions, described belo\s. that 
are part of a foreign country's pro-
gram to reduce the amount of its 
outstandine United States dollar de-
nominated debt? 

FACTS 
.X, a United States commercial 

bank. holds a United States dollar 
denominated debt Ithe Obligation) of 
the central bank (the Central Bank)
of foreign country FC. The Obliga-
tion evidences a loan of $100 that A'
made to the Central Bank. Xs ad-justed basis in the Obligaion, as 
determined under section 1011 of the 
Internal Revenue Code of 1986. is 

S100. Under the laws of FC. the 
Obligation cannot be held byv an FC 
entity. 

FC has a prograr- (tnr Proc-am 

hereb, a hoide: o' L n;tec . at", 
dolla: denominated d ."b',o! F(7 car. 
negotiate with the Centra Bar, :cdeli\e, the FC deN to the (-':ra; 
Bank for LCs if the holder agree, ic. 

'e r! c ICC . i stock ar FCI t c . r F 
corpora:,on or otrerN,:,,e usc tn- LC, 
in FC ;r. a manner appr,,eC Ir 
ad'ance b\ tne go'ernmen: of FC 
The Program controls the LC, beither (1) remittin the LCL ic. Or 
creditinethem to the account of. an 
FC corporation that issues capital 
stock to the holder, or (2) othe',ise 
channeling the LC5 to their a!sig-
nated use in FC. In the case of a 
stock inestment in an FC corpora-
non. the stock cannot be sold or 
otherwise transferred to FC enties. 
The amount of LCs the Central Bank 
will give the holder in exchange for 
,he debt \aries according to ho, the 
LCs are used. 

In accordance with a prearranget
plan pursuant to the Program. th, 
following transactions occurrec or,EJuly1. 187: 

Situation 1 
Y purchased the Obligation from 

X for $60, which was the fair market 
value of similar FC debt in the 
secondary markets outside of FC. X. 
on behalf of Y. delivered the Obliga-
tion to the Central Bank, which
credited an account of FX at the 
Central Bank with 900 LCs. FX then 
issued all its capital stock.to 1'. 

Situation 2 

The facts are the same as in Situa-
tion 1, except that instead of sellingthe Obligation to Y for $60, A' 
delivered the Obligation to the Cen-
tral Bank, which credited an account 

of FX at the Central Bank with 900 
LCs. FA then issued all its capital
stock to X. 

Y is a domestc corporation. F isSituaon 
a corporation organized in FC and 
engaged in business in FC but not in 
the United States. Prior to the trans-
actions described below, there %as no 
cross-ownership among X, Y. FX, 
and tie Central Bank. The functional 
currency, as defined in section 985 of 
the Code, of X and Y'is the United 
States dollar. 

The local currency of FC is the 
LC. On July 1, 1987, the free market 
exchange rate vkas $1 = 10 LCs. 

The facts are the same as in Situa-
tion 2, except that instead of credit-
ing an account of FX, the Central 
bank credited an account of Z, a 
United States corporation that is a 
charitable organization described in 
section 170(c)(21) of the Code, with 
900 LCs. Under the terms of the 
Program, Z can use the 900 LCs only
in FC for charitable purposes meet-
ing the requirements of section 170 

(in'.!udin thos, oecribed 
Ru: 63-252. !'463-' C.B 
Rr, Rul 66--9. 1966-I 

in 
101. 

C.B 

Re% 
ano 
481 

LAW AND ANALYSIS 

Situanon 1 
Under section 1001(a) of the Code. 

the amount of loss from a sale of 
prop:rt. it the eicess of the 
property's adjusted basis over theamount realized bv the seller. X's 
sale of the ObIanon to Y produces 
a loss of $40 ($100 - $60). Y's 
adiusted basis in the Obligaton is 
$60. see section 1011. The remainder
of the transaction will be treated for 
federal income tax purposes as if Y 
received 900 LCs from the Central 
Bank in exchange for the Obligation,
and then contributed the 900 LCs to 
FX in exchange for FX stock. See 
section 1271(a)(1): Lucas i. Earl, 281 
U.S. Ill (19301. 

With respect to 1. LCs are consid
ered property: see Re. Rul. 74-7, 
1974-1 C.B. 1%. Thus, Y has a gain
on the exchange of the Obligation 

for 900 LCs with the Central Bank to 
the extent the fair market value of 
the 900 LCs exceeds $60, Y's ad
justed basis in the Obligation. The 
fair market value of the 900 LCs is 
determined by taking into account all 
the facts and circumstances of the 
exchange. The limitation on Y's use 
of the 900 LCs under the Program 
will generally reduce their fair market 
value below $90 (the value of 900 
LCs convertible at the free market 
exchange rate). 

V's basis on the 900 LCs is $60 
plus the gain, if any, recognized onthe exchange. The fair market valueof the FX stock is presumed to equal
the fair market value of the 900 LCs. 
I's basis in the FX stock received in 

exchange for the 900 LCs equals the 
fair market value of the 900 LCs. 

2 
The analysis is the same as in 

Situation 1, except that X will be 
treated as if it received 900 LCs from 
the Central Bank in exchange for the 
Obligation and then contributed the 
900 LCs to FX in exchange for FX 
stock. X recognizes a loss on the 
exchange of the Obligation for 900 
LCs equal to the excess of A"s 
adjusted basis in the Obligation 
($100) over the fair market value of 
the 900 LCs. 
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SUMMARY OF A.I.D. REGULATIONS
 

Objective - to 
reduce the foreign debt burdens of developing

countries and obtain a more favorable rate of exchange for U.S.
 
provided 
resources provided to programs consistent with U.S.
 
foreign assistance programs.
 

Policy - PVO's and cooperatives can develop proposals for
 
grants and cooperative agreements to implement the debt for
 
development initiative and finance the purchase of debt owed to
 
parties other than the United States Government. A.I.D. will
 
receive proposals in a wide range of program areas, issue
 
awards to develop proposals and provide technical advice in
 
purchasing and exchanging debt.
 

Procedures 
- A.I.D. will make foreign assistance funds
 
available to intermediary organizations to prepare proposals

and acquire and retire debt. Pre-award applications should
 
address the nature of the activity, steps to develop proposal

and reach agreement, availability and price of debt,
 
anticipated advantages of conversion, and costs and time to
 
develop a final proposal.
 

All programs will seek to reduce a country's foreign debt
 
and assets acquired uied for development activity of a NGO. The
 
activity must be consistent with the objectives of the category

of assistance from which A.I.D. makes the award.
 

The intermediary will purchase debt from reputable sellers
 
at the lowest possible price and obtain A.I.D.'s prior approval
 
of the transaction and sale price.
 

In addition to 
standard requirements the intermediary's

proposal must identify the asset to be obtained, the program
 
to be financed, reach an agreement in principle with t.e
 
debtor country and develop a budget and plan to achieve project
 
purposes. The intermediary will also demonstrate that it has
 
investigated debt availability, identified a reputable and
 
willing seller, determined the likely price and transaction
 
costs 
and analyzed the financial and other advantages.
 

Separate agreements required and sequence are: 
a) A.I.D. and
 
the intermediary b) intermediary and the debtor country c)

intermediary and the debt holder. Funds may be used to pay

reasonable fees and transaction costs.
 

The intermediary will convert 
the debt promptly into the
 
local asset and report to A.I.D. the nature and amount of the
 
asset 
acquired. They may not retain title to speculate or
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exchanqe without A.I.D. approval one country's debt for the
 
debt of another.
 

Quarterly reports will describe the use of the acquired asset
 
and transfer the asset to A.I.D. if unable to use it for the
 
intended purpose.
 

Local currency obtained shall be held in interest bearing
 
accounts and the interest earned before using the local
 
currency for the final program purposes shall be remitted the
 
U.S. Treasury. This also applies to installment payments where
 
interest may be earned.
 

This provision in the A.I.D. debt regulations, as discussed
 
above under I.C.3. effectively eliminates the possibilities of
 
using A.I.D. resources to take advantage of debt swapping
 
programs in Costa Rica or 
in other countries where the local
 
currency issued by 
the central bank in exchange for the dollar
 
denominated debt paper is 
"locked up" in interest bearing
 
eecurities or accounts.
 

Although the Cooperative Development Organizations (CDO)

understand the U.S. Government's rationale for insisting

interest income earned from Federal funds be transferred to the
 
U.S. treasury under normal circumstances, they would also like
 
to point out that without a change in the Costa Rican program

OR a waiver or change in the A.I.D. regulation (or its
 
interpretation) recipients of A.I.D. development resources will
 
NOT be able to leverage their resources using debt swaps in
 
Costa Rica.
 

A copy of the February 1989 A.I.D. regulation follows.
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON D C 20523 

February 15, 1989 

A.I.D. ANNOUNCES DEBT FOR DEVELOPMENT INITIATIVE
 

In response to 
the debt crisis facing many developing countries,
the U.S. Agency for International Development (A.I.D.) 
is
initiating a new Debt for Development mechanism to finance
development assistance activities 
of non-governmental
organizations. 
 Through this new Initiative, A.I.D. will support
certain programs of nongovernmental organizations in developing
countries through debt exchange transactions that will both reduce
the host countries' 
debt burdens and obtain a favorable rate of
exchange for foreign assistance funds provided to 
such
 
organizations.
 

I. INTRODUCTION TO THE A.I.D. INITIATIVE
 

A. Summary
 

With the Debt for Development Initiative, A.I.D. will
assistance funds to 
use foreign


finance the purchase, by intermediary
organizations, of debt currently owed by developing countries
foreign creditors. to
A.I.D. will finance the purchase of debt at
the discount price at which such debt is 
currently bought and sold
on the secondary market.
 

Instead of seeking 
to collect the full face value of debt acquired
through the Debt for Development Initiative, however, A.I.D. will
provide for the retirement of the debt in exchange for 
resources
that the debtor country will provide for use in development
activities. 
 For example, debt acquired with A.I.D. funds could be
retired in exchange for local currencies to be used in
A.I.D.-financed health and nutrition programs in the debtor
country. 
 By converting foreign assistance dollars into local
development 
resources 
(such as local currencies) through the debt
exchange market, A.I.D. will be able to reduce the debt burden of
developing countries while also obtaining local development
resources 
at a favorable rate of exchange.
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Resources received through Debt for Development transactions will
be 
used for A.I.D.-financed projects 
of non-governmental
organizations, 
such as 
private voluntary organizations (PVOs)
cooperatives. and-
These organizations will play 
a central role in the
Debt for Development Initiative by serving 
as intermediaries
between A.I.D. and the 
current owners ("holders") of developing
country de',t, 
as well as between A.I.D. and the 
debtor countries,
for the purpose of acquiring and retiring debt. 
 Intermediary
organizations will then be 
responsible for managing the 
use of
resources acquired through the debt exchange for development
activities approved by A.I.D.
 

B. Background 
on the International Debt Market
 
Many developing countries face

high volumes of debt owed to 

serious difficulties in repaying

foreign governments and private
commercial lenders. 
 Payments of principal and interest on debt
consume a large proportion of the foreign currencies 
earned by
developing countries. Heavy debt 
burdens also limit opportunities
for obtaining new 
credit, thus impeding development efforts,
 

In recent years 
a private commercial market has 
developed for the
debt obligations of nations 
("sovereign debt"), 
which can be
bought or 
sold like other commercial property. 
 Because of the
increasing risk 
that many heavily indebted countries will be
unable to 
repay either all or 
part of their debt, debtholders
become willing have
to sell the debt for an 
amount less than the debt's
face value. Debtholders 
may wish to 
sell this debt, even at
"loss" resulting from the discount price, in order to 
a
 

capture the
debt's current value and 
to reduce the volume of 
non--performing

loans in 
their loan portfolios.
 

Parties wishing 
to invest, 
conduct other forms of business, or
support development activities 
in developing countries may find it
attractive 
to 
purchase the debt of developing countries
discount prices. at current
After buying the debt, the 
new debtholders
exchange or 
swap the debt for assets (such as 
local currencies or
equity shares in local enterprises) provided by 
the debtor
country. 
 The value of the assets received in this exchange may be
less 
than the debt's face value but grcater than the debt's
purchase price. 
 Thus the buyer ultimately gains a more valuable
asset in the debtor country through the mechanism of the debt
exchange than through direct acquisition with dollars 
or use of
conventional currency exchange markets.
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Developing countries also benefit from debt exchange transactions,
because these c.untries retire a certain amount of foreign debt
while gaining new participants in their economies 
(for example,
new investors in private enterprises). 
 Debtor nations generally
cannot take advantage of the discount sale price of their debt by
purchasing their 
own loans directly, because the 
terms
loan agreements bar such purchase. 
of most
 

Therefore, most debt exchange
transactions require purchase of the loan asset by 
a third party
serving as intermediary between the lender and the borrowing

country.
 

C. Participation by A.I.D. in the Debt 
Exchange Market
 

The new international debt market presents A.I.D. with an
opportunity to achieve seueral objectives, 
consistent with the
purposes of the U.S. 
foreign assistance program. 
Through the new
Debt for Development Initiative, A.I.D. will participate in this
market by using foreign assistance funds 
to finance the purchase
of loans owed by developing countries to 
foreign creditors.
Instead of collecting such loans, 
A.I.D. will provide for their
retirement in exchange for local assets 
needed for foreign
assistance activities of 
nongovernmental organizations in debtor
 
countries.
 

A.I.D. will finance all debt exchange transactions through
intermediary organizations, such as 
private voluntary agencies and
cooperatives. 
 A.I.D. will issue grants to intermediary
organizations to 
purchase debt. Intermediaries will subsequently
convert 
this debt into local assets, which the intermediaries will
use for either newly initiated or 
ongoing development projects
approved by A.I.D. 
 Participation by intermediaries in Debt for
Development will strengthen the development programs 
of these
organizations while simultaneously advancing the other stated
objectives of the Debt for Development Initiative.
 

A.I.D. will finance debt exchange transactions yielding various
types of host country 
assets needed for development activities.
For example, debt could be exchanged directly for local currencies
needed 
to finance development activities, such 
as education and
health programs, 
in the debtor country. Intermediaries could also
exchange A.I.D.-financed debt for host country programs, such as
commitments to 
conserve natural 
resources 
or protect endangered
species ("debt for nature"), in similar to
a manner 
 the recent
debt exchange agreement between the Government of Bolivia and 
a
private organization (Conservation International) to protect
tropical rain forest in 
Bolivia. 
 A wide range of A.I.D.-financed
 programs of nongovernmental organizations will be eligible for
financing with 
resources obtained through the Debt for Development

Initiative.
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Each activity of a nongovernmental organization financed through a
Debt for Development transaction must be approved by 
A.I.D. in
accordance with standard Agency rules and procedures applicable to
funding of nongovernmental organization activities. 
 Both new and
ongoing activities of nongovernmental organizations will be
eligible for financing, either in whole or 
in part, through A.I.D.
Debt for 
Development transactions.
 

D. Illustrative Transaction
 

Each Debt for Development transaction will be accomplished through
a series 
of agreements and transactions involving the debtor
country, the debtholder, A.I.D., 
and an intermediary
organization. 
The A.I.D. Debt for Development Guidelines, which
follow in ParL II, 
will govern these transactions. 
 The following
hypothetical transaction shows 
in abbreviated form the 
steps
needed to complete 
a typical Debt for Development exchange.
 

Example: 
 A private voluntary organization dedicated to
preservation of endangered species (in this hypothetical example,
the organization will be called "Preservation International")
received a commitment by A.I.D., 
has
 

or is preparing to submit a
proposal to A.I.D., 
to fund 
a project to preserve a species of
wildfowl in the Philippines. 
 This project will require a sum of
local currencies to 
finance a wildfowl protection plan, 
as well as
a commitment by 
the Government of 
the Philippines 
to set aside a
significant acreage of public land as 
a wildfowl refuge.
 

Preservation International determines 
that the Government of the
Philippines owes a substantial quantity of debt to foreign
creditors 
(such as banks), 
and that certain creditors are selling
their Philippine Government debt at 
a substantial discount.
Preservation International 
contacts A.I.D./Washington or
A.I.D. Mission in Manila to 
the
 

determine whether the acquisition of
Philippine Government debt as 
part of a debt exchange to finance a
wildfowl preservation project in the 
Philippines would be
consistent with U.S. and multilateral economic policy and 
A.I.D.
project priorities 
in the Philippines.
 

If A.I.D. responds favorably to 
Preservation International's.
enquiry, representatives of the 
organization (perhaps in
collaboration with USAID Mission personnel) initiate a discussion
with representatives of the Government of the 
Philippines, most
likely including representatives of the Central Bank. 
 These
discussions explore the interest of the Philippine Government in
supporting a wildfowl preservation project financed through the
proceeds of a Debt for Development transaction financed by A.I.D.
Preservation International reaches 
an agreement in principle with
the Government on 
the basic terms of a Debt for Development
 



agreement establishing the terms, mechanism, and schedule for
 
retirement of Philippine Government debt in exchange for local
 
currency and Government commitments to establish a wildfowl
 
refuge. Preservation International also confirms the availability

of Philippine debt for sale the
on secondary commercial market and
 
the current price of such debt.
 

Preservation International then prepares a proposal for A.I.D.
 
describing, among other things, the wildlife preservation

objective of the project, the anticipated role of Philippine debt
 
in financing the project, the availability of such debt for
 
purchase, the proposed use of a broker or other means to 
acquire

and process the debt certificates, the willingness of the
 
Government of the Philippines to provide local currency and
 
wildfowl refuge commitments in exchange for retirement of debt,
 
and a plan for use of local currency to meet project objectives.
 

If A.I.D. agrees to finance the project, it enters into an
 
agreement with Preservat.on International setting forth the basic
 
terms 
and procedures of tte Debt for Development transaction, as
 
well as 
other issues normally addressed in a project agreement.
 
With the financing for the transaction assured, Preservation
 
International enters into 
a formal agreement with the Government
 
of the Philippines setting the terms for the eventual debt
 
exchange.
 

Preservation International then negotiates a favorable discount
 
price for purchase of a volume of Philippine Government debt from
 
a willing commercial seller. Consistent with the Debt for
 
Development agreement between A.I.D. and Preservation
 
International, A.I.D. provides grant funds 
to finance the purchase
 
of this debt. Preservation International takes title to the debt
 
but promptly retires it in exchange for the local currency and
 
commitments promised by the Government of the Philippines in the
 
Government's separate agreement with Preservation International.
 

Preservation International subsequently utilizes the local
 
currency, which the Government provided in exchange for the debt
 
retirement, for wildfowl preservation purposes. It monitors the
 
Philippine Government's compliance with its commitment to set
 
aside a wildfowl refuge, as provided in the debt retirement
 
agreement, and it administers the project in a manner otherwise
 
consistent with standard rules governing A.I.D.-financed projects.
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II. A.I.D. 
DEBT FOR DEVELOPMENT GUIDELINES
 

A.I.D. has 
prepared the following Debt for Development Guidelines
to govern administration of the 
Agency's Debt for Development
Initiative. 
 These Guidelines describe the role of intermediary
organizations in 
the Initiative, the types of A.I.D. 
grants that
will be available, and the 
various administrative and 
contractual
procedures -equired in order to

transaction. effect a Debt for Development
A.I.D. expects to 
modify these Guidelines as it
gains experience with the Debt for Development Initiative.
 

A. Introduction
 

1. Scope and Applicability: 
 The following Debt for
Development Guidelines govern the 
programming of funds made
available to 
the 
Agency for International Development (A.I.D.)
under the Economic Support Fund 
(ESF) and Development Assistance
(DA) accounts 
(including the Development Fund for Africa), 
to the
extent such funds are 
used 
to finance the purchase of debt owed by
developing countries 
to parties other than the United States
Government. 
All such debt acquired with A.I.D. financing will be
exchanged for local 
currencies 
or other assets (such as local
currencies 
 host country development efforts)
or 
needed to achieve
one or more objectives of the 
-SF or DA program.
 

Organizations receiving foreign assistance funds from A.I.D. may
not use such funds to 
acquire debt owed by developing countries,
or 
engage in other transactions involving such debt, without prior
approval of A.I.D. 
 All debt acquisitions financed directly 
or
indirectly by A.I.D. 
shall '- undertaken in accordance with these

Debt for Development Guidelines.
 

2. 
 Purpose ofGuidelines: 
 These Guidelines are
designed to 
ensure that A.I.D.-financed Debt for Development
programs achieve the objectives 
stated in these Guidelines and
operate in a manner consistent with United States laws governing
the use of appropriated funds.
 

3. 
 Issuing Party and Authority: A.I.D. issues these
guidelines under the authority provided in 
the Foreign Assistance
 
Act of 1961, as amended.
 

4. Modifications to Guidelines: 
 Modifications to
these Guidelines may be needed as 
A.I.D. gains experience with its
Debt for Development program. 
 Parties cooperating with A.I.D. in
the implementation of this Initiative 
are encouraged to identify
problems that arise in applying these Guidelines and to suggest

any needed changes.
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B. Obiective
 

The objective of the 
A.I.D. Debt for Development Initiative is 
to
finance foreign assistance activities of nongovernmental
organizations (such 
as voluntary agencies and 
cooperatives)

through debt transactions 
that will:
 

(1) assist in reducing the foreign debt burdens of
developing countries 
that receive U.S. foreign assistance,
consistent with the general economic development purposes of the
U.S. foreign assistance program; 
 and
 

(2) obtain a favorable rate 
of exchange for U.S.
ioreign assistance dollars that 
are converted into local
currencies or exchanged for other assets 
needed for foreign

assistance programs.
 

C. General Statement of Policy
 

To achieve the objectives 
stated above and consistent with A.I.D.
rules and regulations (including the present Guidelines), A.I.D.
invites non-governmental organizations, 
such as private voluntary
organizations 
(PVOs) and cooperatives (which these Guidelines
refer to as 
Debt for Development "intermediary organizations"
"intermediaries"), or
to develop proposals for grants and 
cooperative
agreements with A.I.D. 
to implement the A.I.D. Debt for

Development Initiative.
 

A.I.D. will review proposals by intermediary organizations to use
foreign assistance funds 
to finance the purchase, by the
intermediary organization, of debt owed by developing countries
parties other than the to

United States Government. 
Such proposals
must provide for prompt retirement of 
such debt through an
exchange of the debt for local currencies or other assets
furnished by the debtor country to 
the intermediary for
development activities. 
 A.I.D. will receive Debt for Development
proposals from intermediary organizations in 
a wide range of
program areas, such as environmental protection, population
planning and health, 
and microenterprise development for both 
new
and ongoing project activities.
 

A.I.D. will issue a 
limited number of awards to 
assist
intermediary organizations 
to develop proposals for Debt for
Development transactions that will achieve foreign assistance
purposes. Once a 
Debt for Development transaction has been
approved, A.I.D. will closely monitor the intermediary's 
use of
A.I.D. funds to acquire debt and, 
in appropriate circumstances,
will provide technical advice 
(usually through consultants) to
assist intermediaries in purchasing and exchanging debt.
 

7 
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D. Debt for Development Procedures
 

I. Role of 
Intermediary Organizations: A.I.D. will
not directly acquire debt of 
a developing country for 
use in a
Debt for Development exchange. 
 Instead, A.I.D. will 
provide
foreign assistance grant funds 
to finance the acquisition of such
debt by intermediary organizations. In consultation with A.I.D.
Missions, intermediaries will negotiate with the debtor country
the terms of the subsequent debt retirement. Intermediaries will
also arrange for the purchase of debt and will assume primary
responsibility for managing the 
use 
of assets generated by the
debt retirement. 
 Intermediary organizations, therefore, will play
a central and 
critical role in the A.I.D. Debt for Development
 
Initiative.
 

2. Types of A.I.D. Awards: 
 To assist the participation
of intermediary organizations in Debt for Development

transactions, A.I.D. intends 
to make foreign assistance funds
available to support both 
(a) the preparation of Debt for
Development proposals by intermediaries, and 
(b) the acquisition
and retirement of the debt itself once 
an intermediary's proposal
for a Debt for Development program has 
been approved by A.I.D.
A.I.D. expects to allocate 
a larger share of foreign assistance
resources 
to acquire the debt than to 
assist preparation of Debt

for Development proposals.
 

a. Awards to support preparation of proposals:
As described more fully in 
Part II(D)(5) of these Guidelines,
A.I.D. will agree 
to finance debt transactions 
only after an
intermediary organization and 
a debtor country have reached an
agreement in principle 
on the purpose and terms 
of the eventual
debt exchange, and after the 
intnrmediary has 
investigated the
availability and price of 
a particular country's debt on
international commercial market. 
the
 

Extens.ve negotiations between
the intermediary and debtor nation, as 
well as 
various studies and
consultations regarding the availability of a country's debt for
purchase, may be needed 
to meet these preconditions.
 

A.I.D. will expect most nongovernmental organizations 
to furnish
the staff and resources 
needed to meet the above preconditions.
However, A.I.D. will issue a limited number of awards 
to assist
intermediary organizations 
in preparing Debt for Development
proposals and in negotiating the 
terms of the debt exchange with
the debtor nation. Such awards will be made only to those
intermediary organizations that can 
demonstrate a capacity 
to
uidertake successfully the complex tasks 
of a debt exchange
transaction, as well as to 
administer the development activity to
 
be financed by the transaction.
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Applications for financing to 
support pre-award Debt for
Development activities 
should address the following issues:
(1) the nature of the development activity or 
ongoing project to
be financed with assets 
acquired through the Debt for Development
transaction; (2) the information needed and steps proposed 
to be
undertaken to develop 
a final proposal and to 
reach agreement with
the debtor country on the use of 
assets generated through the debt
transaction; (3) the opportunities for purchase and 
the current
market price (to the 
extent such information is 
readily available)
of the country debt to 
be acquired with A.I.D. financing;

(4) the anticipated advantages of acquiring local development
assets 
by means of debt exchange rather than through direct
purchase with dollars; and (5) the projected allocation of costs
and expenditure of time needed to 
develop a final proposal.
 

b. Awards 
to finance Debt for Development
transactions: A.I.D. will also make 
resources available 
to
finance Debt for Development transactions by 
intermediaries.
The following provisions of these Guidelines set 
prerequisites for
the award of funds by A.I.D. to 
finance Debt for Development

transactions and establish procedures 
for effecting such
transactions 
once an intermediary's proposal for a debt exchange

has been approved.
 

3. Foreign Assistance Purpose of Each Debt
Transaction: 
 All Debt for Development transactions will advance
the fundamental foreign assistance purpose of reducing a country's
foreign debt burdens (see "Objectives" specified in 
Part II(B)).
For A.I.D. to approve a Debt for Development proposal, however,
the assets acquired through a 
Debt for Development transaction
must be 
used for a specific development assistance activity of 
a
nongovernmental organization. 
 The purpose of this activity must
be consistent with the objectives 
of the particular category of
assistance from which A.I.D. makes the Debt for Development award,
and it must be clearly defined in advance of the issuance of that
 
award.
 

For example, Development Assistance funds made available from the
Agriculture, Rural Development, and Nutrition (Foreign Assistance
Act ("FAA") Section 103) 
account will be used only to acquire debt
that is to be converted into assets 
needed to advance Section 103
purposes. Development Assistance funds made available from the
Population and Health (FAA 
Section 104) account will be used only
to acquire debt that is 
to be converted into assets 
needed to
advance population planning and health activities. Similarly,
resources from the Development Fund for Africa will be 
used only
to acquire debt to be converted into assets needed to advance
development programs in 
sub-Saharan Africa. 
 Economic Support
Funds, to 
the extent available for Debt for Development
transactions, may be 
used more broadly to 
advance ESF objectives

of economic or political stability.
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In reviewing an application for 
a Debt for Develcoment
transaction, A.I.D. will consider whether the ultimate use of the
asset generated through the transaction is 
defined with sufficient
specificity and is within the 
purposes of an available funding
 
source.
 

4. Purchase of Debt 
at Lowest Possible Prices from
Established and Reputable Sellers; 
 Requirement of A.I.D.
Approval: A.I.D. financing may only 
be used to purchase debt from
established and reputable debt holders, 
such as major commercial
banks. 
 A.I.D. will expect each intermediary to use A.I.D.
financing to 
acquire debt from such sellers 
at the lowest possible
price, reflecting the full discount value of such debt in private
commercial markets. 
 No intermediary may 
use A.I.D. financing to
acquire debt without A.I.D.'s express 
prior approval of the

proposed transaction and sale price.
 

5. Pre-Agreement on 
Purpose and Terms of Debt Purchase
and Retirement: 
 Debt for Development transactions will be used 
to
finance intermediary organization projects approved according to
the usual A.I.D. standards and rules governing projects.
 

In addition to standard requirements, however, before A.I.D.
 agrees to finance 
a Debt for Development transaction, the
intermediary must demonstrate to the 
satisfaction of A.I.D. that
the intermediary has: 
 (a) identified the asset to 
be obtained and
the program activity to be financed through the debt transaction;
(b) reached 
at least an agreement in principle with the debtor
country regarding the terms, mechanism, and schedule for
conversion of the debt into the identified host 
country asset;
and (c) developed a budget and plan for use 
of the host country
asset 
to achieve project purposes. An intermediary's 
mere
expression of intent 
to use assets generated from a debt exchange
for a general foreign assistance purpose will not 
be sufficiently
definite to enable A.I.D. to make 
a financing award; 
 before
issuing an award,. A.I.D. will require careful program planning and
evidence of the debtor country's prior concurrence (for example,
in the form of a signed agreement or 
a letter from the country's
central bank 
or ministry of finance) on significant aspects of the

eventual debt exchange.
 

A.I.D. will also require the intermediary to demonstrate that it
has: 
 (a) investigated the availability of the host country's debt
for sale, (b) identified a reputable and willing seller of such
debt (as discussed in Part II(D)(4) above), 
(c) determined the
likely market price of the debt, (d) calculated the likely
transaction costs 
to be 
incurred in acquiring and exchanging such
debt, and 
(e) analyzed the financial and other advantages of
acquiring the local development assets 
through the mechanism of a
debt exchange rather than by 
direct purchase with dollars.
 

I 
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To develop a Debt for Development proposal that addresses each of
the above points and that is sufficiently specific and definite,
an intermediary may, 
if needed, request pre-agreement funding from
A.I.D. 
(as described in Part II(D)(2)(a) above). 
 A.I.D., however,
expects to make available only 
a limited amount of funding for
 
this purpose.
 

6. Various Agreements Required: 
 To effect the various
transactions involved in 
a Debt for Development plan, separate
agreements among parties will be required, in 
the following
sequence: 
 (a) between A.I.D. and the intermediary approving the
terms 
and conditions of the foreign assistance financing;
(b) between the intermediary and 
the debtor country establishing
the purpose and terms (as described in Part II(D)(5) above) of the
planned debt exchange; and 
(c) between the intermediary and the
debt holder effecting the initial sale of debt.
 

In exceptional cases it may be 
most efficient to combine the first
two of these agreements into 
a single multi-party agreement among
A.I.D., the intermediary and debtor country. 
 A.I.D. will not be a
party to the agreement between the seller of the debt and the
intermediary organization. As discussed in Part II(D)(4) above,
however, A.I.D. will require the intermediary to receive A.I.D.'s
 express approval of the proposed transaction and sale price before

the intermediary expends A.I.D. funds 
to acquire debt.
 

7. Technical Assistance and Fees Incurred in
Purchasing Debt: 
 To assist intermediaries 
to purchase debt in the
new inte-national debt market, A.I.D. may make available to such
intermediaries the 
services of financial consultants. A.I.D.
funds may also be 
used to 
pay reasonable fees and transaction
costs incurred by an intermediary in the purchase and exchange of
debt, if such 
use of A.I.D financing is included in 
the Debt for
Development agreement between A.I.D. and the intermediary.
 

8. 
 Prompt Conversion of Debt into Development Asset:
A.I.D. expects intermediaries to 
convert A.I.D.-financed debt into
local currency or other development asset 
(as provided in the
various Debt for Development agreements among the intermediary,
debtor country and A.I.D.) as promptly as possible after the
intermediary acquires the debt. 
 Intermediaries may not: 
 (a)
retain title 
 such debt for speculative or
to other purposes, or
(b) exchange the debt of one 
country for the debt of another
 
country without prior approval of A.I.D.
 

9. Use of Development Asset by Intermediary: The
intermediary shall promptly report to 
A.I.D. the nature and amount
of the development asset acquired through an 
A.I.D.-financed Debt
for Developmert transaction. On a quarterly basis
intermediary shall also report to 
the
 

A.I.D. on the 
use of the asset
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for the agreed upon development purpose, and it 
shall comply with
any further reporting requirements included in project agreements
with A.I.D. The intermediary shall promptly transfer to A.I.D.
any asset that for any 
reason the intermediary 
has become unable
to use in a manrer 
consistent with its Debt for Development

agreement with A.I.D.
 

10. Interest Earned on 
Local Currencies Obtained from
the Debt Exchange: 
 Local currencies obtained by intermediaries
through debt exchange transactions shall be held in interest
bearing accounts. Tlie interest earned on all 
such currencies
before their use 
for final program purposes shall be remitted to
A.I.D., 
for the account of the U.S. Treasury, in accordance with
standard rules governing interest earned by 
A.I.D. grantees on

advances.
 

11. Installment Payments in 
Exchange for Debt
Retirement: 
 The agreement between 
a Debt for Development
intermediary and the debtor country may provide for the debtor
country, in 
exchange for retirement of the A.I.D.-Financed debt,
furnish the development asset
to (such as local 
currencies) to the
intermediary in installments rather than in 
a single lump-sum.
Any portion of such installment payments attributable to interest,
or to an 
amount paid in lieu of interest, must be paid by the
intermediary 
to the U.S. Treasury in accordance with the previous

paragraph.
 

Installment payment amounts 
may take into account variations in
the rate of exchange of units 
of local currency for dollars
occurring duri.ng 
the payment term. 
 For !xample, in exchange for
retirement of the debt, the 
intermediary could receive 
a
dollar-denominated note 
providing for installment obligations
equal in value to 
a fixed 
sum of dollars, with installment
payments 
to be made in local currencies in 
an amount calculated
according to the exchange rate from dollars to 
local currencies

applicable at the time of each payment.
 

Drafted:EHonnold:GC/LP:x78371:2/15/89:doc#644OJ
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CONCEPTUAL FRAMEWORK 

for
 

COOPERATIVES IN THE DEBT FOR DEVELOPMENT PROCESS
 

1. Country Selection
 

o 	 Large private debt
 

0 Established secondary market and highly discounted debt
 
o 	 Involvement with U.S. banks, companies holding the
debt, i.e. Latin America, Philippines
 

o 	 Inplace conversion system including previous

conversions for development related activities
 

o 
 Stable government supportive of debt for development
schemes and staffed in key ministries (Central Bank)
with ability to make timely decisions
 

o 	 Strong cooperative presence including capable partners
for debt conversion execution/project implementation

and access to governmental leaders
 

o 
 Long term U.S. cooperative involvement, presence and

personal relationships
 

o 	 Information available through country reports prepared
by Debt for Development Coalition, i.e. Argentina,
Bolivia, Brazil, Costa Rica, Ecuador, Jamaica, Mexico,
Peru, The Philippines and Venezuela
 

o 
 Contact others for information including environmental
 
groups with successful conversions in certain
 
countries.
 

2. Central Bank
 

o 	 Conversion system which supports or can be adopted to

debt for development schemes
 

o 
 Within Central Bank/government priorities for
conversion, i.e. to generate investment, increase
exports or support social programs such as low cost
 
housing
 

o 	 Adopt cooperative scheme to related successful or
proposed debt conversion activities, i.e. cooperative
development around nature park, micro-enterprise,

nontraditional exports, tourism
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o 
 If outside Central Bank priorities, clear path to open
up new cooperative activity within conversion system,

i.e. cooperative housing.
 

o 	 Additionality  may require new resources, not funds
already designated for government if aid funds are

involved.
 

o 
 Must be responsive to Central Bank's inflationary
 
concerns.
 

o 
 Need to be cognizant of relationship of Central Bank
with other ministries and enlist their support for

project activity, if needed.
 

o 	 Require understanding of transaction, i.e. may be quick
if program already exists, or longer in countries
without formal programs or project is outside usual
 
activities.
 

o 
 May need to pool resources of several sources or
related projects to make activity large enough to be of
interest to Central Bank and financial institution

which will buy debt for client.
 

3. 
 Financial institutions
 

o 
 Identify banks holding debt in targeted country.
 

o 
 Contact and gain overall intelligence on possible
banks' interested in project activities, etc. through
discussions with bank officials who lead debt

negotiations with host country.
 

o 	 Discuss feasibility and interest with key bank
officials who manage debt, investment and
country/region in project concept, prior to fully
developing project feasibility, analysis, etc.
 
o 
 Banks which are active in country will prefer to work
with their regular clients and areas of financial
expertise in the country, i.e. American Express in
tourism, Chase in shrimp production
 

o 
 Bank may manage transaction if involves their regular
clients including using their own outstanding debt, or
act as an agent for a smaller, regional bank seeking

exit vehicle.
 

o 
 Banks will want investor, someone needs to bring money

to the table.
 

o 
 Need to understand local market, conversion costs, etc.
for determining reasonable commission rates, terms,

conditions and risks of transaction.
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o 
 Banks usually interested in short-term return from

investment 
- 5 to 7 years
 

o 
 Banks prefer dollar cash flow in transaction for return
on impaired debt, i.e. shrimp exports to U.S. with
payback at time of sale.
 
o 
 While banks tend to be conservative, they are deal
driven and open to solid proposals with strong
financial bottomline analysis.
 

o 
 There are a number of investment firms, bank services
and consultants who will arrange deals with banks, i.e.
Debt for Cooperative Investment Service, Multinational
Strategies, New York Bay for large nonprofits, Fund for
Private Assistance in International Development (PAID)
for 	blocked currencies. 
Need to understand transaction
to assure proper commissions, risks, etc.
 

4. Investors
 

o 
 Identity potential investors with interest in country

where project is to be developed.
 

o Multinational companies may be willing to invest in
cooperative related activity which involves needed
inputs to their production, i.e. coffee nicotine for
Coca Cola, macadamia nuts for Blue Diamond.
 
o Banks may be investor if desires to convert
non-performing debt for shorter term and more reliable
return above that available in secondary market.
 
o 
 Bank may be interested in donated debt for public
relations purposes, to exit a country and to recoup
U.S. taxes paid on interest arrearages.
 

o 	 Cooperatives or other businesses in developing country
who can convert and stretch existing resources through
conversion. 
Joint business activities with combined
resources would strengthen project proposal. 
Local
partner institutions may be able to put up land or
existing working capital as their contribution to deal.
 
o 	 Donor agencies, such as AID, CIDA and others, who are
willing to covert development assistance dollars for
local currency programs, i.e. AID policy is about to be
f.nalized.
 

o 
 Other private voluntary organizations who may be
willing to use their own resources in joint cooperative

related activity
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5. The Deal
 

o 
 A country survey can uncover a group of prospects which
can be packaged for various potential investors, i.e.
the 	prospectus by Debt for Cooperative Investment

Service in the Philippines.
 

o 	 An opportunity by arise based on strong personal
contacts or previous activities, i.e. Chile and
Argentina housing approach
 

o 
 A current project may require local currencies, i.e.
WOCCU program in the Philippines, NRECA in energy
generation in Costa Rica, ACDI in privatization of
fertilizer plant in Costa Rica.
 

o 
 A bank may contact U.S. cooperative or Debt for
Development Coalition with an interest in disposing of
debt through conversion, i.e. $2 million suggested for
conversion in Honduras.
 

o 
 An investor may seek U.S. cooperative support through
debt conversions, i.e. ACDI approached in Peru on
tomato processing plant export of paste.
 
o 	 U.S. cooperatives can develop own "deals" through
project development, i.e. VOCA innovative finance
project; at suggestion of their field staff.
 

6. The Conversion Process
 

0 
 Approval gained by Central Bank and other ministries,
 
i.e. Finance, Planning
 

0 
 Financial details of approved project discussed with
 
U.S. financial intermediary.
 

o 	 Intermediary identifies source 
(a seller) willing to
 
sell appropriate debt.
 

0 
 Financial intermediary verifies with the Central Bank
 
that this particular debt is eligible for conversion.
 

0 
 U.S. cooperative organization/investor transfers
dollars to financial intermediary who in turn purchases

debt.
 

0 
 Financial intermediary notifies Central Bank that the
transaction is completed and requests the Central Bank
to transfer local currency equivalent to local bank
account designated by U.S. cooperative

organization/investor.
 

o 
 Local currency funds are available for project
activity. 
The 	above three steps can be completed

simultaneously to minimize risk.
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7. Blocked Funds
 

O Inconvertible currencies or blocked funds are anothersource of local currency financing for cooperative

projects.
 

o 
 Source of funds is usually multinational corporation
with operations in a particular country. 
Multinational
corporation will provide local currencies for
charitable activity, i.e. workers housing for its

employees.
 

o 
 Bank would act as agent, but would first explore debt
conversion route for leveraging.
 
o 
 A number of brokers for blocked currencies specialize
 

in difficult countries such in Africa.
 

8. Pooling Arrangement
 

o 
 To operate in the secondary market, cooperatives,
private voluntary organizations and other non-profit
agencies may want to pool their funds to facilitate
transactions with sufficient size.
 

o 	 Information on the needs for conversion must be
gathered from non-profits for amounts and target dates.
i.e. indication of funds for conversion per month,
quarter or year in particular country.
 
o 
 Financial intermediary would assist in setting up
pooling arrangement with banks operating on a cash
basis after they have verbally arranged but not


executed transaction.
 

o 	 Information will also be needed as to whom the
equivalent local currency would be provided, i.e. bank
 
account.
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BANCO CENTRAL DE COSTA ICA 
DEPARTAMENTD DM~A EXTERN2A 
I DE FEBRERO DE 1989 

WORPLAS PARA LAS OER'rAS DE CONVEMSIoN DR bEUVA ZXMRMAGUS PRESENTEN TLFUDACTONES COSTARRICENSES (kLPROBADAS PORLA ~JNTA DIRECTIVA DUL BANCO CENfTRAL OR COSTA RICAIN SESION Nlo. 
4338-89, ARTICULO 7, CELEBRADA ZL

8 DE 7ZERO ME 1989)
 

1. PROPOSITO,
 

El objutivo de 
sate prograia as Ie conivers16na do doOcnwsn
too do daudaex*terzna en bonca do **tabiligac±6n, monstarin 
danominadas on colones a an d-6li~res (poro pagadarom an colo
nas) de atuerdo can lo antipulado an 61 Art*lculo 89 do In
Ley Orgdnica del Banco Central, y 4sotinar Ion zscurba raul3
tanteB &I Goearroalo do p~arora& arioftados al caznpo do
loo recuraos atural.., apoyo, a p'equ*flO amprsnarjos y data
rrol.lo oducative. El Bancio so 
reserva al dorecho do rechazar 
total o paxcialzmnto cuaalquier oforta do coaversi~n quo no
*atieface. loo prov6sitas astablecidos on emtow nmaie., a
 quo on detorminado momentoal0 onto omiaor no estime do caric
ter prioritsric para al, paLw. 

2. FARTICIPAJITE Y WOMPO MNZ?9Ou 

Podrin participar on al mecaniino do oonverwift do dauda,

las fundacions costarr Loans.. quo tongan sumentre fines
la conhervacion do recuruau natural.., al GmaAroulo oducativo
 
o *I apoyo a- pequethu ampregazioa, qua promenten ofortas 
por un inonto do UA$2.QOO.000. 0 0 (das millongs do d6lores 
do valor facial). Es.. entidadea podrdn finanejar @us rospec
tivos progranes con titulcoa Go Is, Gouda externa del 2CCR, 
que hayan raefbido coma donacift o adquiridos con fondoxpropios y qua proentan Wa cenjo &I Sonco Central dontro 
6.1 sisterns sstablecido por esta notinativa.
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3. 	DZD ELEC:D~tt
 

Pagards do In 	 douda oxterna do Cost& Pica ainitido. por
*I 	Banco C~intral de scutrdo a los siguierntax conveniou sucri
to& 	con 
la bance comercial intmrriacionai
 

a. 	 Conymnio do refinanciacift del 9 de *etier-bre do 
i983. modificado al 29 do mayo do 1985. 

b. Convenie do rafinanciaci~n del 29 do rnayo do 198$. 

c. Cr~dito por US$75.0 mi'lao~ del 29 do nmayo de 1985.
 

4. 	 HONTO DEL PROGRAI.AI 

El, mnfto.TAximo so do US$45.0 inilloneo do valor facial 
do titulos do deuda externa, diwtribuidos an 	 tram pexiodoo
aknalep do US$15.0 millones cada uno, 'iflicindosa .1 primero
abn la 	fechs do I& aprobaci~n dal pragrama por el LCQR. 

5. 	ZLU7LIZACION DE'LOS j'ONDO3g 

as Las ofartas do conversift orientAdas a progranims
do racuraos,natural.., deba-rn contar con Ia aprobacift previa

del Hinisterii do Recuruos.?aurales, Xnergla y Mlinas.
 

5, 	 El Ban~co se reserve el darscho de solicitor do otro 
onto tstatel In Akprobaci6n para uso do Ica fondon, an aquallas
ofartas Ge convaraicn rolacionadat con octividades do sepoyo 
a paquehous.mpresariosw, Anexo 1, y wdeaal2lo 6ducativo'. 

c. 	Sin perjuJicio do 10 anterior, lou 	 fondon provenit'ntefi 
de 	In conversifn son proyottc do opoyo a poquerhos emprosarios
 

http:PROGRAI.AI


son Par-a el financl*Mionto de programasanistancia dotdcnica, ±fvemtlion, tatudioe 
g Q tg j 

de. mercadeo de facibliady OtOrgamiento de prdetamos Para ±lVersian46Pta. do trabojo da 00
Xe rprscrica

*91Aimivg-0 Las fundaciones podz-nCon el. rexpal dode *stou fond aPara prdstamox otorgar garent'e.quo obterngan Ion amprenarlon citadosboncoa on logdel,Siuttma nacion'a 
 an cooperativax.
 

4. Loo, jvvyco do desarrollo educativepdr~n Itilzarse £'or su part*,
Para I&.adquscift docort propositas did~etices y mteri.alotora y, qu±p'&ato da bocce a nacCSonalePaira entudios en el pais.


En ning~n caso he yodrAn Geu.njina autos recurnagIn, compra do Paratorrinc. ni para. 1e adqu± 5 jcijn ade odificios. 

6. CA.Nj DE LOS TIT2LZS DE 1A 1wrrM EXTERNAt 

El£2
RCCF s~, r lou titulos, ologitles por uan vALborCrMwnon tualquiat fACIa±pago ofactuedo sabre el Minmo)do lad~~tsrn~tiva qua Q1z op dr me es.'oja en lodono.-Aiacien quo edo Ion 13EM ~feeay loj canjea±,6 par bonou dozaci.in estabill1ontarla (aEM). Rn cat* doestrI qua Ion titul3oo dodionominadosa daudan otraas diVisaa 4 1 ferentesutSilizar6 del USB$, as*I tip* do GOambio mta bajo sogitn la cotizaci6n'quo en earn zomento :tang* el Bac 
Central.
 

b) Con base an 10 *BtivuI~do a6i, al. Artl.cu2oOrgAnic. dml Banco Central. 
69 do la Lay

Ion bonoa do. estsbilizacentaria quo amparan monouston operacione. da canje podrin emit ±rseon moineda nacional 0 extranjmrs.
 

Par lo anterior. las intteoe volicitates podr~n 

A
 

http:mteri.al
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ciptar por bonon doe stabi'lizaclon inonetariA denomiadge er
 
colones v bieri yor t~tulos donominadot an1 d6jures, paz-a paga
dercs min colones al1 tipo doi combio dec 
 compra vigente fil rnormen-.
 
to del vef~niionto de lox CUpofles asi, cvrno Ion
do. montor. 
del pr.4ncipal. Lan condicionso financieras 4* Ica BEM citadow
 
anterlorim.nts son lam miguientess
 

Donan-inedom-en d~lares 
 en--Anados an colt!-.vf
 

Porceritajo do 
cofhversi~n to% daol valor facial 100% dal Valor fAei.&,

do loo doawmeptoo do do lon documentou de
douda,oxterno 4Suda externe. 

Too& do intords 	 39 anual. intez-eges 8% anvol, intez-83es
pagadero' semestral- pagadoeogs arestral

Caractorlat±ca 	 'No.nso'ociablem H no gociqlolos
 

Plato 	 20 aflcs 20 afhos
 

Amcrtizaci6n 	 Para Jo. Gou denominaesones *I pago de prin
cipal s realiiard durarite los %51timnas 5anan swiam proporclonales igUAlom Y Lt- 6st?8a.
mlente, I* prinm.ra al Comletarife &I rigdsim:
primer Btnsstre y I& dJtima al.eonpJletaua a,
Plato do 20 and& citado. 

7, PRESENTACION DE LAS OTERTASt
 

Let eo rtas Gebon corltener la vuiernte informaci~nt 

a. Antecedsritas# nombre, y caractez-&ctieas do I& entidad 
(programas daearrolledos, expmriancia, ebjetivos, moport. 
econdniico), copia del acta constitutiva y nozmbre do lox direC
tor~asatam. 

http:prinm.ra
http:colt!-.vf


b. Descripcift do las ac'tiVidadwt ulualsf. 

c. retallo del progrwria o ProYaCtOm A realizar madiante 

*I. TrlUcaflumo do conversi~n, ±?tcluido ol plazo par& 1leVarloB 

chi. Korato do la ofsrtft y posAD11ad no acepter uris ao'

dicaciftnpaorcil ani v;ao de mar nseosaaio. 

d. OPoift 0e aceptar los -BCH objeto del canje, ya sa 

an colonesoa n 00lares. 

c. Datalle de Ia tituloa quoassontregairlan (siernpre 

y cuandc s. cuente con la ±,~forracift correspondiants). 

f. 	Aceptoaiifl -do 1o.k tdrminos y' coridicjonca do' aste 

do . so *I deraeoprogram*, -on .1 ontendido quoal R reserve 

de rechazar total aparcialmontk I& oferta. 

g. Nom~bre del. bata costa~rricanne qua inta:,madlard an 

Ua operacift do conversion.
 

ho. Hombto del fiuncioflario - a funcionarion autorizadas 

por la ontidad para, presuntar I& oferta. 

A±. Dmic.lic I& ntidad o informacifri adicional quod la 


tacilito Ian comni~Jcacioflsu.
 

anJ. Las ofertas debeft 	 prosontarse on dosn tents. acbres 

Banco Central,cerzmdouserds a I* Corsflcia 403. 

S. PROCEDIMIENT~o 

a. Otho dias hfibiles deupuds do publicads I^ aprobsclOl 

del program& por el 8CCR. as ponrid a dispCIBic1iT do 105 

Sitarsmadoo lam normas corrikupondients a *ut* ogaa 
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b. un mom* despuds do vublicads a 1 Probacift del progrenma 

an lam principalas medioa de comunicacidn eacrits.del pain, me
 
abre un plaza de 60 dfas par& la presentacifn de lam ofertam
 

do converal.4n do deud.
 
c, El Banlco corntara can un periodo ii~ximo do 2 meobe 

a vartir del ciarre do, la recspci6n da oferts para ustudiar

in* y comnraar los resultadoB. Dontro do tsto plazo al 

DC yodrA requerir aclar-aciaes a lam oferentes '&*I como. 

bolicitur inforn'acift adic*ional. 

ch1. Loa baneficJisrion do I& convsrmi6a dabtrhn tormalizar 

1& trannacc16n on un Veriodo, tal quo no ase& superior a Ica 

12 masos posterior*& a I& atche onk quo oel OCCR publique la 

aprobacidra del programs. S. Vransourrido *Be plaza existei 
oporaolansta probsdau gin formalizar, Jae miamas quadaran 

&in efecto. 

d. Eats prooedimiente .*a aplica a lam primeron 12 ineses 

do vigoncia. del mansopudiendo rapotirs an formsoLmwa

tral a jarti do ls techa an quo al SCCR *hc: ila counica

cidi' co rospondiante par media d& lae pronsa, acrits. 

9. MONTO DEL FROGRAMA. 

a. ZI Banco central estsbleco ura monta do US$15.0 mileo
nee a nuala par ura perlodo do 3 snoms. empetando *I primoro 

a partir de I* publichei~n do I& aprobacift del mecaniamao. 

b. Uniconente ae conmiderarAi aquolido ofortas quo a 
le feekha do cierre do recispei6n de ofartas rednan tedos y 

coda uno do lop requlaitox aqui stabloecdos. 

c. Par& aquallas ofortma quo todnen Jos iscquiuitog $$to-

blocS-dox y an cato de quo Is mums. total 46 Ise ofertas sabre

crV W%.- 7-2.tI'kES; 6 Se f .. 

http:converal.4n
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past al loflto- anual 'sigflao do US$15.0 ynillones. d Icho Monto. 
sarA distribido proporcioaahuts entre Jas solIicitude& 
avrobadan. 

ch. En caso -do no agoterse o1 monte anual do' US$15.0 
millons, *I banco podri rapstir 0). prormadimiiane duranta 
Icasaiguientea 12 meson 6 AwnUlOr Para Otro por.lodo al re-ma
manto -del ano anterior, an *1 *nterxdido qua se realitgar 
I& publicaciif oorrospondients. 

10. MpRMLIZACZONs. 

a, So ontiondo Var techa otoctiva do forma3.itaci~n Ja 
entrag. finica d oscadcwtentoo 4& douda. externs,Gobidainonts 
endemados a favor del OCCR u otra Xflstituciftn quo &I ofacto 
des±;n. '*I ZCC. 'con s correspondientes flotificacionos 
do essiidn do titulam, ambou requisiton con I.gual, Vocha. 
La f.)rmalizacidn requsrirdi o~omio, do la ontrega por parts 
do Icm intar~sadom o dml banco intarnsdiario, do toda I& .Jecu
rnentmcj6n quo forms parts dol coovenic, y quae sei do acepta
ei~n Vor Ia agants ancargadoi do lot convenios do rafinane. 
ciaclOn segdnr l.ox proc~dimisntcs *utablocidoa nainS autos 
came.. 

b. Antes de formalizarse uns, oferti do converaift, deber6 
auscrlbirso un acuorda entre &I BCCR y urv banco coonscial 
contarricense, actuando ante 'u3.t±lo cwoa bsrnco intacmedlaric, 
quo ejercear I& Adftniutrocif del. fidoiccmiso do Xos B~it 
assi6n, andomo a trauPs dik lox titule. do dauda extarna, 
asi come al control y fiscalizaci6n do Ica recurmos y sU 
&piicae±On al. fial cumplimierito del plan de invartiOn aproba
do. do form& as cumplan s suficientestol a condielonma, 
quo garantican *I.doaarrollo del progran oltipulado an I& 

A u~~a~~g~ ~ g : &~W S:6 so - 2! ~ * !~) / : ~ . g I 4 



oferta do convorsj.6n.. Apimtismo, al banco itormndierio so 
compzrometo on forma itimediata. a rtembolairle Al ZSCCR cua3lquier 
sum& quo haya recibido o quo rociba en ex~ceo, par concopto 
do Gznortlzaci6n a internees do los titul.os do dauda externa 
objato do Is, conversift. 

Zn- cauo do quo lo anturior no as cumpla, el Banc~o 
Contr'alpuedo establecer un monto.Go inteross por s* parlodo
 
do reembolso', on eorncordancia .can la 'tama do interim que 
so carga.on I& dcuda oxterna.
 

c.' La * ormnalizaci~n jpodrA efactuarga an tractox, ,uedianto 
*I canja do loo titulom de deudasixterna, par un valor facial 
qua doponder& d.0 1., alternativa .qua. At eyocoja an lo quo so 
reflore a la donominacian do lam OEM, an al entandido do 
quo. ia apeift no podrd modificarse. 

:.La oooi~in a %raspaso do' lot titulos do deuda-externa, 
dab. ofectuarla al banco intormediario an la misma tech& 
On~ qua. 89n enloSa6dom .10 deOumentOl a favor 461' SCCR u otra 
lnsittuc4.bn quo durnignoel*ICCR sogdn lam procodimientom 
stablecidom on Ion Conv*on10s do ref inaraGiaci~n do le douda 
p~blica *xterna do Costa Rizza. .Zn vaso do qua an roqui.ra 
efeetuar Una "prticiftdo t~tueas s ueguird *I isma procedi
iento do cosion y ondaos ambou tr~mit.s con Sigual fecha, 

d. Los DENS no *erdn entrogadoo &I ban-co intermediarlo 
do low. ofoentes aste tanto no as hayan cumplido Ica, requisi
too do assion, endomco 0tzaapaso -do Ion titulos do dauda 
*xterna, as Como cualquier otre requisito quo &at hay* ata
blecido *I Banco Central y. teclbids la aceptac16n par part& 
do Ica agentes onckgados do I** conveniat do wefinanciac.6n 
magon lop procedimentoa sstablecdoe pars astern CasoS. 

"Gr~ ecI ~ ee- ~~~~~~~~~'IbN b/.Lnb.4:A0 L~ 

http:wefinanciac.6n
http:roqui.ra
http:lnsittuc4.bn
http:monto.Go
http:titul.os
http:convorsj.6n


a. En .3 acuardo- qua - s firms sagin *I litoral b. ante.
rior, so establece:A quo Ica Intoress y al principal da 
30. OEM antregados on virtud do la oporac±~n do carijo, solo 
as giraran al beno intern .diario on lax respectiv#9 tecesm 
yesate a au. vat Ica girart &I Intaressado On1.camente si hey 
un 'demarrollo natiefoctorio del plan do invsrsijn pactsdo, 
10 Cual daord notif icarse proviamento al1 DCCR mvdiaA'lte con,u
nicacian eacnita. 

11. ZNF0PACQIN j~t EX!GIA EL C~ jQDRE LA ZJECtICION VE 
&2 YLANA ACORIDA.DOSI 

La AUministz-acion del Banoo Central queda tacultada par& 
oxigir I& prosentacidn do informes trimastrale jkobre *I 
4enarrolbo do Ion programs, tanto, &I bando SIntermadiario 
comea C-I15 ntidad bunsf iciaria do I& conversidn do dauda 
exte:Eia. Lo &nterior sin perjuicia de 2lo indicado comOr Prac,.'. 
dimitinto tocasaric pars, el cobr6 do amorttzaci6n a *±itardtas 
*obrds Ion bongo. 

do modificar 
too aqu. establecidon cuando conmider.' quo so heyan producido, 
ejambiesa an Ion -circunutoancia dentro, do las cuals a ebn 
elaborado. Tal modifJicacidn pcdr& aectai Ian aoertals. 'qua 
so encuentren an -trAmita do astudio y las quo mu presenten 
onl ei .uturo pargoen ningdn cam Ian oterts quoe ya hiyan 
side aprobadas an Wn.m por Um Junta LVircva del Banco. 

X1 SCCR so reserve 6 *3Cracho Ion linsazn±.n

13. REGISTROIREV1ig
 

Las organitsaclones intsresadas # n particular aln sets 

alltrA ge MM eSZ I 9TW Slum hDv±~:Al .LN r_ 



IQ 

prograa yodrdrn volicitar quo *1 sccR ias incuya an un 
regis.Lra d* entidades 6alificactan, para ete eeto deberdin 

proporcionar al SCdR Is 'infarmac±6n descritsa n luxw Apartes 
A, b, c. j del punfto 7 anterior, derwominmdc O?:msentaci~n 

do Is* Ofertas. 

14, INFORMACION ADICIONAL& 

Cualquier Informsi adicional sobr. 42t& jprog.ma serl 
atendido par al Departsmento, de DOWda Extarns del lwnco Cera. 

__________________2 -14 24 

http:jprog.ma


Ansezo 1 

par& Jai afactot do *&tan flormae so entiande par Pegueofl 
empresario,lo siguientit~
 

a) Pagush productos ASro~euaioj 

AqUcliag peon~as flic~g 0 'grupo&. arganladog do datog 
que cumplan can lea ftigvien.te requisitoss 

i) Quo as dediquen fundamentalznsnts a las actividads
 
isgropecuarias y que sue ihlgress originadoz en actividadeg 
distintax a Ian agropocvari~aw, no **ain superlores &1 23% 
del limits do Jingrosom brutom atablocidoa on al siguiente. 
Ifiso. 

ii) Quo suna ingreso. bruto. no excadan do C7.0.0o.0. 

b) Paet dnduetrial X pegumna arteanot Z
 

i.) -Qua .alduto a 6jscutivo dodiqus aw tLsnmpo prLneipal
umento a Jae laboe adminiutz'ativas v tdcndicma' v man rsa~mnik
blede alla. 

11) Quo ov-praes~o d. producci6n as, bass era te'onlogia 
Simplot utilizanda )herramientas manualss, maquinanria y equipo 
mnecanica,no AutomAtican.
 

iii).Ou* a1 valor a* I& asquinaria, squipo y horramientas 
propisdad de Isa .nprosa no. exceda .1 equivalent. an aoloneb 
do US$5O.000 valor do moz'cado, 

$v) Quo acupe hasta un m~ximo do 20 trabojedores, incluyan
ao los Propistarics.

http:ftigvien.te


NOTAS EXPLICATXVAB,
 

I/ La definic±idn de pemiern productor fue tomead del PAnflete 
titul.ado OProgrania Controambricano do Agroeiiprecs. A-..bI, 
RCCR" editado por *I Departame~nto rondos para el Douorrollo 
del Banco Central do Cost& Rica. 

~/Los requisitoo quo debe 12.onar un pequefne industrial. 
aal qomo I* definicift do artesanSia, quo as eatipula a Conti
ntiaeift, fueron tontadox del Dcrato 6495 MRXC, Articujla 3, 
publicado on el. A~cence 217, Cacsta 226 del 25 do noviombre 
do 1976. 

Pefinici6n, 

So sntanderA por artesania aquolla activLdad %tumana do 
produccidri, transformac16n .y rsiparaci~n as b1snes fnediants 
un procese 'on que I& rmno do obra cenatituys &I. fautor pro
doiminant* dando por z:smultado un product* indivi,'valizado 
an quo quede ±iproo *I meilo personal quo no c. reppona 
a la pro ucei6n, Indust gt:Ll - canix ad& y oh eri. 
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I. INTRODUCCION
 

Para 
 los que de una u otra forma hemos estado relacionados
 

con la agobiante funci6n de la deuda externa del pais, estos apun

tes 
tienen como prop6sito repasar la experiencia que sobre el me

canismo de conversi6n hemos alcanzado, mediante una visi6n, por
 

decir dom~stica, del grupo de trabajo que tuvo a su cargo, la eje

cuci6n del mismo.
 

La experiencia y los afios nos han demostrado que las ideas
 

iniciales esbozadas en el esquema de conversi6n o canje, son com

partidas por los funcionarios relacionados con la deuda de 
muchos
 

paises deudores. Desde sus inicios se quiso que el programa fuera
 

considerado como de reactivaci6n econ6mica, no de estabilizaci6n,
 

con el fin de introducir un elemento innovador y creativo en la
 

problemAtica de la deuda, y al mismo tiempo iniciar una curva de
 

aprendizaje tanto en el sector pdblico como en el privado que nos
 

permitiera.explorar nuevos rumbos en este gravisimo problema. 
 La
 

informaci6n que sobre este tema existia era muy poca, por 
no decir
 

inexistente, solo Brasil habla tenido cierta experiencia en los
 

afios 60 con su regulaci6n de inversiones extranjeras, Chile y
 

Mexico por su parte apenas estaban esbozando sus programas respec

tivos, por este motivo se ha utilizado el t~rmino "dom~stico" para
 

hacer referencia a la visi6n que se desea presentar sobre el 
 es

quema, con el fin de describir nuestra propia experiencia y dejar
 

para un segundo trabajo las impresiones sobre mecanismos similares
 



aplicados 
en otros paises.
 

Cuando se 
habla o escribe sobre el tema de la conversi6n sur
ge la duda de si la misma conctituye un prepago de deuda, 
 la res
puesta a esta inquietud hace que ceaa uno de nosotros 
 empiece a
 
tomarle gusto al asunto, 
por nuestra parte diremos que el 
esquema
 
de conversi6n en el 
caso de Costa Rica, lo hemos visto como 
 una
 
operaci6n de canje de deuda externa por interna, 
 16gicamente que
 

existen posiciones en contrario.
 

II. ANTECEDENTES
 

A partir de la segunda reestructuraci6n de la deuda 
 pdblica
 
costarricense con la banca comercial, 
 (negociaciones conocidas en
 
algunos foros 
 como Club de Londres), ocurrida en 
 setiembre de
 
1985, se puso nuevamente en evidencia la 
inconformidad sobre tales
 
acuerdos, 
 mAxime que contenian claisulas ann 
 m~s duras que las
 
incluidas en los anteriores convenios de 1983. 
 Era previsible que
 
el pais en 
un cortisimo plazo estaria incumpliendo esos acuerdos,
 
como 
 de hecho sucedi6 en junio de 1986 
con la propuesta de Costa
 
Rica a los bancos comerciales. Con un 
alto grado de pesimismo ante
 
la inf'.exibilidad de la banca comercial acreedora de 
 Costa Rica
 
fue que a finales de 1985 
fue tomando forma 
un posible mecanismo
 
de conversi6n o canje de deuda, hecho que coincidi6 con una 
 pro
puesta 
 de un banco de New York para capitalizar una entidad 
 ban
caria costarricense 
 por medio de pagar~s 
 de la deuda externa,
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esta propuesta no 
se lleg6 a concretar pero dio lugar a otras 
 so
licitudes similares y a que el 
BCCR decidiera estudiar el 
asunto y
 
tratar de establecer las condiciones bajo las 
cuales podrian acep
tarse 
este tipo de propuestas. Fue asi 
como en 
la sesi6n celebrada
 

el 18 de marzo de 1986, 
 la Junta Directiva del Fnte Emisor aprob6
 
los 
terminos de referencia que servirian de base para estudiar las
 
ofertas, no 
obstante tenian que transcurrir varios 
meses para que
 
el mecanismo adquiriera forma, dado que era 
necesario estudiar mns
 

a fondo aspectos de 
tipo legal, econ6mico y financiero.
 

1. Aspectos Legales
 

Como fue mencionado en 
la introducci6n, 
el grupo de trabajo
 
consider6 
 la conversi6n como una operaci6n de canje de deuda 
ex
terna por interna, sin embargo tal 
concepto en 
lo que se refiere a
 
los acuerdos de reestructuraci6n, no 
Io contemplaba, motivo por el
 
cual el canje de documentos constituye una clara violaci6n de 
 las
 
cla isulas de prepago, "pari-passu" (trato igualitario) y "negative
 
pledge" (obligaci6n de no hacer). 
 Asimismo los bancos entre si 
se
 
protegen por la clafisula de 
"sharing of payments" mediante la cual
 
se estipula que si algdn banco recibe un 
pago en exceso del que le
 
corresponde, debe compartirlo con los demos. 
 Sobre estos aspectos
 

se 
hicieron las consultas correspondientes y se sugiri6 que 
 debia
 
hacerse una solicitud de dispensa 
 ("waiver") de esas 
cladsulas,
 
trdmite 
muy largo y sumamente oneroso para el pais, de 
tal suerte
 
que la solicitud 
no se prasent6 ante 
 Bank of America que es el
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banco agente de la refinanciaci6n. 
Se consider6 tambi~n que Costa
 
Rica 	estaba ofreciendo una posibilidad para que los bancos 
 acree
dores recuperaran parte de las perdidas que podian sufrir en 
 caso
 
de descontar sus 
titulos en 
los mercados securdarios, 
 en vista de
 
que los mismos se transaban a un 
precio muchisimo menor del 
 100%
 

de su valor.
 

2. 	 Aspectos econ6micos y financieros:
 

Desde 
 un primer momento se pens6 que el producto de la 
 con
versi6n deberia estar dirigido a aquellas aztividades generadoras
 
de divisas, de tal 
suerte que se pudiera neutralizar el efecto in
flacionario de !a "colonizaci6n" de la deuda. 
 Se consider6 que la
 
actividad 
exportadora es de car~cter estrat6gico en 
 la economia
 
nacional, motivo por el cual se 
le dio la mAs alta prioridad, asi
mismo se estim6 que un programa de conversi6n por un monto muy ba
jo minimizaria el efecto monetario, m~xime si 
se producian inver

siones adicionales.
 

Aqui cabe destacar que aunque el mecanismo en referencia 
se
 
fundamenta en la depreciaci6n que han sufrido nuestros titulos 
de
 
la deuda en el mercado internacional, 
 la idea en ningdn momento
 
era de un simple intercambio de 
 documentos, 
 sino aprovechar esa
 
circunstancia, captura del descuento, para que 
los recursos resul
tantes del intercambio, 
 se orientaran hacia actividades 
como las
 
mencionadas, 
 asimismo aquellas que vinieran a sustituir importa
ciones o a ampliar las 
facilidades crediticias de 
nuestro sistema
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financiero.
 

Con la idea de capturar el descuento de los titulos, 
se idea
ron 2 formas: 
 una mediante un precio reducido del valor facial y
 
otra por medio de una 
tasa de interns castigada. En el primer caso
 
los titulos se reciben a menos 
del 100% y se canjean por documen
tos en colones con tasas 
de mercado, en el 
otro caso, los titulos
 
se aceptan a un 
100% y el descuento se refleja en 
une tasa de in
ter~s menor, de tal forma que en 
t6rminos de valor presente quede
 
reflejado dicho descuento. 
 Esta modalidad aunque te6ricamente es
 
equivalente a la primera, presenta problemas en cuanto a su 
trata
miento 
contable y financiero, 
 dado que el descuento no se puede
 

mostrar 
en libros y es cuestionable la utilizaci6n de 
 una tasa
 
apropiada para estimar el valor presente, ya que resulta complica

do calcular el 
costo para una entidad bancaria como el BCCR u otro
 
indicador 
que sirva para descontar el repago y los intereses que
 

generen los titulos en colones.
 

Con este breve resumen de los antecedentes de la conversi6n
 

veamos ahora como opera el mecanismo.
 

III. DESCRIPCION DEL MECANISMO:
 

La guia de conversi6n que puso a disposici6n de los 
interesa
dos el BCCR durante el segundo semestre de 1986, es bastante clara
 

en cuanto a los lineamientos generales, los cuales 
se pueden resu
mir de la siguiente forma: el 
interesado somete al Ente Emisor un 
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plan detallado de las inversiones que 
se propone efectuar, el ban

co 
 de acuerdo a las prioridades que a tal efecto 
estableci6, le
 
asigna un 
precio de conversi6n en 
funci6n de su prioridad y de la
 

cotizaci6n 
 de la deuda de Costa Rica 
en 
los mercados secundarios
 

del exterior, 
asimismo establece un plazo determinado para forma

lizar la transacci6n en el entendido que un banco costarricense es
 

el encargado de supervisar y controlar dichas 
inversiones.
 

Al formalizar la transacci6n de canje, 
 se cancela la deuda
 
externa proporcionada por el interesado y a cambio se 
le entregan
 

titulos en colones del BCCR por el 
equivalente en moneda nacional,
 

al 
 tipo de cambio vigente y a plazos similares a los pactados 
 en
 

la 
 deuda externa, l6gicamente que estos titulos se aceptan a 
un
 

precio menor de su valor facial, ya sea mediante una reducci6n di

recta del precio o por medio de 
una tasa de interes "castigada".
 

Dependiendo del origen de los 
recursos por medio de los 
 cua

les se adquirieron los documentos de deuda externa, 
el interesado
 

tiene la opci6n de solicitar su registro como una deuda o como una
 

inversi6n de capital, 
 con el prop6sito de repagar 
el cr~dito ex

terno 
o repatriar la inversi6n extranjera. En caso de que no se
 

solicite tal registro, 
 se puede pensar que se produce una repa

triaci6n indirecta de capitales o en el 
peor de los casos que se
 

haya acudido al mercado negro de divisas.
 

Una 6ltima observaci6n sobre el mecanismo es 
que se establece
 

que Ia 
 deuda elegible para el intercambio es aquella proveniente
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de los acuerdos de reestructuraci6n de deuda externa y el financia
 

miento de US$75,0 millones, exceptuando la facilidad revolutiva de
 

credito pactada en 
1983 con los bancos acreedores de Costa Rica.
 

IV. RESULTADOS:
 

En el esquema de conversi6n se estableci6 un monto total 
 de
 

US$180,0 millones de valor facial, 
 monto que representa un 15% de
 

la deuda refinanciada con los bancos comerciales (US$1.200,0 

millones) y un 5% de la deuda total del pais en ese momento 

(US$3.600,0 millones). 

La primera transacci6n se efectu6 en agosto de 1986 y la 
 re

cepci6n de ofertas tuvo que cerrarse en diciembre de ese afio, dado
 

que al cierre de la ventanilla se habian presentado ofertas por un
 

monto total de US$280,0 millones, correspondientes a 73 proyectos
 

diferentes, de los cuales se 
han aprobado 35, a la fecha se han
 

formalizado 32, 
 2 han sido retirados y 1 se encuentra en proceso
 

de formalizaci6n.
 

La lista se presenta en el anexo 
I y en el 2 se clasifican
 

los mismos, 
 por el tipo de actividad, obteni~ndose una reducci6n
 

en la deuda externa de US$117,2 millones, a un tipo de cambio pro

medio de t62,6 por d6lar, a un precio de conversi6n promedio de
 

65%, estos resultados corresponden a 32 proyectos debidamente for

malizados.
 

En lo referente al capitulo 
del registro de capitales o de
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deuda, podemos determinar que la mitad del total de los 
proyecto

presentan estas opciones para repatriar la 
inversi6n y los corres

pondientes dividendos, 
 asi como el de brindar servicio al credito
 

externo 
 incurrido por las errpresas nacionales para adquirir los
 

titulos elegibles en 
el esquema de covversi6n. Los resultados se
 

muestran en el ariexo 
3 en donde dnicamente 3 empresas 
 han hecho
 

uso 
 efectivo del registro por US$639.720,0 y US$2.593.807,87 de
 

deuda y capital respectivamente. En cuanto a una tercera modalidad
 

de este registro, podemos mencionar que se permiti6 que un benefi

ciario retuviera US$0,68 por caja de banano exportada para repagar
 

el cr6dito en que incurri6 para adquirir la deuda externa, median

te una "escrow account" 
en un banco del exterior, este registro
 

permite contabilizar un monto de US$9,0 millones para ese 
 efecto,
 

de tal suerte que el servicio estd en 
funci6n de la generaci6n de
 

exportaciones de banano,
 

Cabe hacer notar que el 
 iltimo rubro de las actividades del
 

anexo 2, conservaci6n de parques nacionales, 
 merece especial im

portancia por haber tomado un gran auge, dado el 
interes y la par

ticipaci6n 
de bancos acreedores dispuestos a donar sus tenencias
 

de deuda externa, entendemos que con prop6sitos tributarios en sus
 

paises de origen, a la fecha el BCCR esta 
abocado a ejecutar un
 

mecanismo no convencional de conversi6n, con el 
objetivo de finan

ciar programas orientados al campo de los 
recursos naturales, apo

yo a pequefios empresarios y desarrollo educativo.
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V. CONCLUSIONES:
 

En la actualidad resulta f~cil obtaner una 
excelente 
vision
 
de los diferentes mecanismos de conversi6n de deuda, 1l6mese 
"deu
da por deuda", 
"deuda por productos", 
"deuda por efectivo", "deuda
 
por capital" o 
"deuda por naturaleza", sin embargo al 
remontarnos
 
al afio 
de 1984 recordamos que cuando en Costa Rica se 
empezaron 
a
 
tratar estos asuntos, resultaba temerario y hasta cierto punto in
moral 
 pensar en aceptar titulos de deuda exteclia por menos de 
 su
 
valor facial, ha cambiado tanto el concepto de que ahora se 
habla
 

de donaciones de deuda.
 

En retrospectiva en el caso de Costa Rica 
se pueden enumerar
 
los siguientes objetivos bAsicos que dieron origen a 
la conver

si6n:
 

1. 
 captura del descuento
 

2. atracci6n de 
nuevas inversiones extranjeras
 

3. reducci6n y alivio en el servicio de la deuda
 

4. incremento de las exportaciones
 

5. repatriaci6n de capital
 

6. establecimiento 
de una curva de aprendizaje para 
Costa
 

Rica.
 

Consideramos que los objetivos 
se han alcanzado, 
 la mayoria
 
en forma satisfactoria, otros parcialmente y un solo 
caso en forma
 

de--"Pcionante, 
veamos:
 

9
 



1. 
 Captura del descuento:
 

El precio promedio de conversi6n es 
de un 65%, Io cual
 
indica que se ha capturado un 35%, segfrn los datos del 
anexo 2.
 
Cabe hacer notar que ese beneficio ha estado en 
 funci6n directa
 
del deterioro que ha 
sufrido la. deuda externa de Costa Rica en los
 
diferentes mercados secundarios del exterior, dado que el mecanis
mo establece un punto de referencia basado en las cotizaciones 
de
 
nuestra deuda, 
 que como sabemos han estado decreciendo en forma
 

sosteniia desde los inicios del esquema.
 

2. 	 Atracci6n de nuevas 
inversiones extranjeras:
 

Este punto ha sido decepcionante ya que supusimos al
 
inicio, en 
forma muy optimista, que los bancos acreedores estarian
 

dispuestos 
 a participar accionariamente en empresas 
costarricen

ses, sin contar con todas las regulaciones a que est~n sometidos y
 
que la funci6n de los bancos es 
hacer banca. Cabe mencionar el
 
problema que representa para esas 
entidades su participaci6n, da
das las restricciones que a tal efecto establecen los 
 diferentes
 

convenios de refinanciaci6n 
que ha suscrito Costa Rica.
 

En el caso concreto de nuestro pais solo una entidad bancaria
 
del 	exterior ha efectuado inversiones directas en 
una firma costa

rricense, favorecida con la conversi6n.
 

3. 	 Reducci6n y alivio en el servicio de la deuda:
 

Los datos en el anexo 
2 son elocuentes, la deuda externa
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refinanciada con 
la banca comercial se 
ha reducido en, aproximada

mente un 10%, monto nacionalizado de deuda interna que demanda un 
servicio en colones a plazos ligeramente superiores a los pactados
 
contractualmente, 
a ta3as de interes que fluctdan entre un 20% y
 

un 26%.
 

4. 	 Incremento en las exportaciones:
 

Es 
un poco prematuro evaluar este concepti, dado que mu
chos pr-yecos todavia estin en 
la fase de ejecuci6n y otros 
 to
davia no 
han alcanzado las metas propuestas, sin embargo estudios
 
de auditoria indican que los prayectos revisados est~n 
cumpliendo
 

los objetivos sat4sfactoriamente, excepto por 1 o 2 casos.
 

5. 	 Repatriaci6n de capitales:
 

Es vdlido suponer que una empresa que no 
ha formalizado
 
un registro de capital 
o de deuda para tener acceso al mercado
 
oficial de divisas, 
tiene que acudir al mercado negro o recurrir a
 
repatriar capital, 
 supc-nemos que esto 
 ltimo es 
lo que ha ocurri
do, para lo cual tomamos como base, 
 en Io posible, 
 que no hemos
 
detectado una variaci6n significativa de las cotizaciones entre el
 
mercado negro y el oficial durante la vigencia del mecanismo.
 

Cabe agregar tambi~n que solo 3 empresas han solicitado re
gistro de capital o deuda, segdn 
se muestra en el anexo 3, por un
 

total de US$3,2 millones.
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6. Establecimiento 
de una curva de aprendizaje para 
Costa
 

Rica.
 

Consideramos 
 que el proceso ha sido 
 aleccionador, 
sin
 
embargo, 
 si desde un primer momento hubi6ramos evaluado todas 
las
 
ramificaciones y complicaciones que 
un mecanismo de este tipo pre
senta, probablemente se 
estaria, cn estos momentos, redactando las
 
regulaciones correspondientes, 
 no obstante se parti6 de una 
serie
 
de lineamientos generales que 
se fueron adaptando conforme se pre
sentaban nuevas condiciones, resumidas en 
una guia de conversi6n
 

de 8 paginas.
 

Obtener la 
 curva de aprendizaje ha tomado tiempo, 
 pero su
 
utilidad es 
sumamente valiosa para hacerle frente a decisiones que
 
se requieren tomar, 
 no 
solo en mecanismos convencionales de 
 con
versi6n, sino en 
una serie de modalidades sobre el tratamiento de
 
la deuda externa, como son el reciente "macro-swap" de M~xico, las
 
modalidades del esquema chileno, el pago de la deuda de Costa Rica
 
a Mexico, el plan brasilefio de 1987 y en general 
las soluciones
 
que al problema de 
la deuda se han discutido y se discuten en 
 los
 

diferentes foros.
 

Como un aitimo punto se hace necesario mencionar el precio de
 
la factura de la conversi6n, 
es 
decir todos aquellos aspectos que
 
se cuestionan de la bondad del mecanismo y que sumados 
esos rubros
 
representan 
el costo total que es 
necesario cancelar, 
 dentro de
 
los cuales 
se pueden mencionar los siguientes:
 

presiones inflacionarias
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saturaci6n del mercado interno de valores
 

asignaci6n de 
recursos
 

presi6n en 
las tasas internas de inter~s
 

guerra de incentivos a nivel 
internacional
 

mercado negro
 

la bicicleta o "round tripping'
 

componente importado y valor agregado
 

perdida del poder de negociaci6n de la deuda externa
 

infraestructura administrativa requerida
 

nacionalizaci6n de la deuda externa
 

p~rdida del control sobre la politica monetaria
 

Para finalizar hago menci6n a io dicho por un c~lebre 
ejecu

tivo de ia industria automovilistica, que escribi6 un 
 libro de
 

gran impacto, 
 cuyo nombre ustedes pueden deducir, que dijo Io si

guiente:
 

.aprenda, aplique esfuerzo al trabajo, pero despues, 
 por Io
 

que mAs quiera, ihaga algo!"
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-------------------------------- 

XECANISMO DE CCNVERSION DEUDA PUELICA EXTERNA
 
-PROYECTOS APROBADOS FOR JUNTA DIRECTTVA-


AL 21 DE JUNIO DE 198B
 

MONTO VALOR CE 
 N TC N V E R T: CO
 
APROBADO L2S T:TULOS --------------------------------
PROYECTO 
 DLARES 1$j RECIBIDOS f!l Sr
 

ora -------------JDi:aiizaci6n del banco
:lnancxar oroyectos exportaci6n 4.000.000,00 2.30.m1:', :353.237,9 
 145.2=3.24 ,8
 

:xpor:ac16n de Danano ......... 2S.000.000,00 20.84.2::,36 20 C84.2::,5s ' 1:s.s86,B 
Xportaci~n de flores y 

olantas ornamentales .......... :.500.000,00 n :•0 V0.03,n Vi 

Exportaci6n de helecnos ........ 1.400.000,00 1.400.000,00 980.00,% -i. 7 ,I. 

:xDortaci6n carne de canarejo. 4.250.000,00 :.599.508,79 192.824,I2 53.353.432,33 

Ezportaci6n de banano .......... 4.600.000,00 4.600.044,11 2.2201n30,3 92. 584,39 

ExDortacidn cosmeticos y 
articulos de tocador ........... 750.000,00 750.000,00 466.200,00 28.235. 03,0 

E.portaci6n de yuca, malanga 
name v amni ................... 2.100.000,00 2.100.000,00 .162. , 36.59 . 5 

CaDital de trabajo (exDortaci6n 
prendas de vestir) ............ 5 .000.300 ,00 5.800.000,00 2.596.00,00 212.523.633,30 
'onstrucci6n naves industriales 1.850.000,00 ;.834.981,56 . .4,T 0 

Produccidn huevo f4rtil!sustituci6n importaciones) .... :0.500 000,00 :0.502.317,32 5.828.786,1: 362.84.?35,66 
,xportiacin de cueros.......... ;.280.000,00 :.280.000,00 805,120,00 49.072.064,00 

Exportaci6n jucos concentrados. 7.500.000,00 7.500.000,00 
 4.717.500,00 289.182.750,30
 

Exportaci6n de flores .......... 
 2.925, 000,00 2.925.000,00 
 :.785.712,50 !08.839.176,98
 

ProducCi~n esquejes yexnortaci6n de fiores 
.......... 2.900.000,00 2,900.000 00 
 732.500,00 :'.2 
 1.N"
 
Exportacidn puertas de madera.. 
 11.800.000,00 .1.713.534,08 .24'?
.62, v 456.816.45,'" 

C'ntin3a en 1a siquiente Diaina
 

http:456.816.45
http:145.2=3.24


---- ------- ------------ ----------- ------------

Continuacifn del anexo
 

!ONTO VALOR DE 
 M0 NTO 0N VE R T:D 0
 
APROBADO LOS TITULOS --------------------------------


PROMTO DOLARES ($) RECIBIDOS (S) US I : (BEM)

-----~~~---


Fhanta procesadora de DulD .... 4.000.000,00 4.000000,00 2.405.000,00 47.426.500,00
 

:xportacin plantas
ornamentales ................. 500.000,00 
 500.000,00 297.500,00 :8.846.625,00
 

2:nservacin de Parques 
Nacionales .................... . 5.400000,00 5.400.000,00 4.050.000,00 296.609.960,04 
,xportaci~n mariscos y pescado 
:resco concelado ............. 1.568.000,00 '.568.000,00 799.680,00 53.378.640,33 

Exportaci6n plantas 
urnamentaies ................... 

Producci6n yexportaci6n de
 
camar6n ........................ 
 1.500.000,00 1.500.000,00 
 750.000,00 55.125.00N,05
 
Producci6n helechos de cuero
 
para ezportaci6n............... 
 1.1.DO0,O0 1,150.000,00 
 575.000,O 3,.381.250,00
 
Producci6n y exportaci6n
 
plantas ornamentales ........... 2.600.000,00 2,600.000,00 
 I.000,00 81.83. ,0
 
Uportaci6n mones
........... 
 2.975.000,00
 

Exportaci6n plantas

ornamentales ................. 
 .. 3.100.000,00 
 1 -000,00 1.333.000,00 97.575.600, v
 
Expansi6n actividad pesquera... 1.385.000,00 1.385.000,00 
 567.850,00 41.566.620,00
 

Producci6n y exportaci6n de
productos plasticos
............ 
 2.300.000,00 2.300.000,00 
 897.000,00 65.660.400,0
 

Exportaci6n carrocerias de
fibras de vidrio ............... 
 995.586,00 995.586,00 
 388.278,54 28.538.472,5?
 

Exportaci6n puntas de cautin
iso industria electr6nica ...... 
 399.173,00 399.173,00 
 155.677,47 11.395.590,83
 

Continia en la siguiente pagina
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------------ --- ----------- ------------- ----------------

---------------------------------------

Conclisi6n de aiexo
 

MONTO VALOR DE O N TO " 0 4 V E R T i C 

PROTECTO 
APROBADO 

DOLARES ($1 
LOS TITULOS 
RECIBIDOS it) 

--------------------------------
SS BE 

................ .................................................... 

Exportaclon empaques 

n3lietileno v celofAn .......... 1.8B0.116,00 :.80.136,C0u 21.245,24 E.72 .84C,:6 
xportaci5n emoaques nule ...... ,7548, 775.48,00 692.3C7,7 50.676.925,:' 
7xDortaci6n articulos 

plasticos uso tarmaceutico..... 929.839,00 ?29.83q,O 
 262.637,21 i.545.043,-7
 

.xrortacifn bolsas Dipstcas... 1.150.559,00 .150.559,00 
 448.7!8,01 22.846.15E,33
 

Siemnra de banano .............. 5.915.788,00
 

Conservaci6n de Parques
 
Nacionales ..................... 
 5.600.000,00
 

Desarrollo Forestal 2i
 

T 0 T A L 140.679.209,00 117.253.030,50 
 76.704.589,82 4.910.047.4:5,2:
 

D,REPRESENTA EL VALOR DE LOS TITULOS RECIBIDOS AL PRECIO DE CONVERSION.
 
2/	DONACiON DE US$ 5.000.000,oo u6L GOBIERNO DE HOLANDA-PARA COMPRA DE PAGARES DEUDA EXTERNA C.N
 

FINES DE REFORESTACION.
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---------------------------------------------------------------

A N E X O 2
 

COSTA RICA: 
 MECANISMO DE CONVERSION
 

-MILLONES-


VALOR VALOR 
 TIPO
 
FACIAL FACIAL 
 DE
 
DEUDA DESCONTANDO 
 PRECIO CAMBIO


N2 EXTER. 
 DEUDA EXTERNA
ACTIVIDAD/PROYECTO CONVER. :/$
PROY. $ 
 $ 2/1% 3/2
 

1) Exportaci6n (1) (2) (3) (4) 
 (5)
 
(agricultura,
 
industria y
 
productos

marinos) ........... 
 28 88,6 59,3 3.694,7 67 
 62,3
 

2) Capitalizaci6n
 
intermediarios
 
financieros ......... 
 1 3,9 2,6 145,3 67 55,9
 

3) Construccifn naves
 
industrales
 
zona franca ......... 1 8,8 4,9 300,6 56 61,3 

4) Sustituci6n de
importaciones ...... 10,5 5,8 362,8 55 62,6 

5) Conservaci6n 
Parques
Nacionales ......... 1 5,4 4,1 296,6 76 72,3 

32 117,2 76,7 4,800,0 65 62,6
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ANEXO 3
 

REGISTROS CONVERSION DEUDA EXTERNA
 

(ART. 14-BIS REGLAMENTO REGISTRO SELECTIVO)
 

- al 22 de julio de 1988 -

DEUDA CAPITAL
 

US$185.000,00
 

US$2.593.807,85
 
US$454.720,00
 

US$639.720,00 
 US$2.593.807,85
 

ANEXO 4
 

COSTA RICA: SALDOS DE LA DEUDA PUBLICA EXTERNA
 

AL 31 DE DICIEMBRE DE 1987
 

- CIFRAS EN MILLONES DE U.S. DOLARES 
-


ESTIMACION PRELIMINAR
 

BANCOS COMERCIALES ..................... 1.383,2
 

Refinanciado ....................... 
 1.155,2

No refinanciado......................... 
 22R,0
 

ORGANISMOS BILATERALES........................ 946,3
 

Club de Paris ...................... 
 362,3
 

Refinanciado....................... 
 121,3

Posible refinanciaci6n ........ 
 241,0


Resto.............................. 
 584,0
 

ORGANISMOS MULTILATERALES .................. 1.344,8
 

BONOS Y FRN's ........................... 
 76,5
 

PROVEEDORES ............................. 
 21,6
 

TOTAL...................... 
 3.772.4
 

18
 



LOS TRABAJOS CUE SE CITAN ACONTINUACION SON LOS QUE SE HAN PUBLICADO ENESTA KISKA SERIE 
SU CONSULTA PUEDE HACERSE EN LA BIBLIOTECA DEL BANCO
 

N2 TIrDLO Y AO 
AUTOR 

'a Dalanza de pagos y los controles. 1972. Claudia A.Volio G. 
2 EI oapel del Banco 

:372, 
Central en la financiaci6n del gasto viblico. Claudia A.Volio G. 

3 	Costa Rica: Refuio internacional de capitales. 1972. 
 Oscar Barahona S.
 
4 La agilizaci6n de pagaos y el cosercio intercentroamericano. 
 Claudia A.Volio G.
 

'i72.
 

5 Relaci6n entre el 
cridito otorgado al caft y la expasi6n en su produccidn. 1970. 

William Hayden Q.
 

6 La asistencia financiera del Fonda Monetario Internacional: El
de Costa Rica. 1973. 
caso 

Roberto Picado H. 
7 Breves comentarios al margen de la reforma del sistema monetario in 

ternacional. 1913. 
Guillermo Gonzilez T.
 

8 Financiamiento externo. 1973 

Rafael Diaz A.
 

9 
El desarrollo industrial de Costa Rica y sus principles problemas. 
 Rigoberto Navarro N.et al.
 
1973.
 

0 	L'os instrumentos de la inteoraci6n industrial y la necesidad de prefeccionarlos para que respondan a las 	condiciones actuales del Merca
do Cosin Centroamericano. 
 1973. 

Rigaberta Navarro A.
 

11 La lucha contra la pobreza absoluta: Un programa para Costa Rica. 
 Guillermo Gonzilez T.
 
1973.
 

12 AnAlisis de los precios de los 	 productos bisicos de Costa Rica. Manuel Benavides S.
 
1973.
 

13 
 Anilisis de la variancia la en regresi6n multivariante y su 
utilidad
 en estudios economdtricos. 1974. 

Niguel A.Ldoez P.
 

14 Cuentas de producto ingreso. 1974. 
 Harry Boschini L.
 
15 Planteamientos de Costa Rica ante el comit6 de alto nivel para la 
re Rodolfo Solano 0.y
estructuracifn del Mercado Comin Centroamericano. 1915. 
 Fernando Berrocal S.
 
16 55 a~os al servicios bancario del pais. 1975. 
 Fdlih Echeverria P.
 

19
 



Y TITULO I AD 

17 Diversificaci6n de la produccidn en zonas varginales cafetaleras. 
'974. 

:3 
 "ateoria de los sisteuas y la investigacifn operativa aplicadas a
 
la administraci6n de las empresas. 
1975. 


Creacion, funcionauiento e
importancia del Fondo Centroamericano de
 
Estabilizaci6n Monetaria. 
 1974. 

20 "acontribuci6n del sector industrial al desarrollo econ6mico de 
Costa Rica. 1975. 

21 	 Principales 3edidas tomadas en los dtimos a~os para hacer frente a
 
los problemas camhiarios de Costa Rica. 
 1976. 


22 Selecci6n de discursos praonciados dnrante los aflos 1974-75. 

1976.
 

23 	 Resumen del proqraia de trabajo para 1976 del Banco Central de Costa
Rica e
informe sobre las principales labores dorante los ahos 1974 y
 
1975. 1976, 


24 	 Respuesta del Instituto Emisor a 
la Chmara de Couercio, Asociaci6n

Nacional de Fomento Econdmico y Dictamen sobre los proyectos: 'Ley
de Reforma Tributaria 1976' y 'Consolidaci6n de las facultades del
Banco Central en Ioreferente a la regulacifn de las ventas aplazo de bienes y servicios'. 1976. 


25 
 Inforue del viaje de investigaci6n a la America del Sur sobre el asunto de las harinas coupuestas, 1976. 1976. 


26 
 Acta de la reani6n de representantes de la actividad bananera, 1976. 

1976.
 

27 
 La Reforma al Sistema lonetario Internacional y la Segonda Enmienda
al Convenio Constitutivo del Fondo Monetario Internacional, 1977. 


28 
 El papel de la politica fiscal en Costa Rica en los iltiaos afos y
lineamientos para 1977. 
 1978. 


29 	 informe del Presidente Ejecotivo del Banco Centra! al sehor Presidente de la Republica sobre so 
labor durante el periodo 1974-77. 

1977.
 

30 	 La responsabilidad social de las eupresas en 
los 	paises en de:sarro-
Ilo 	y su contribuci6n al desarrollk econ6mico, 1977. 


31 	 La Economia Costarricense, periodo 1974-75. 
 1977. 


32 	 La experiencia de Costa Rica 
en la deteruinacifn de las tasas de in
ter~s, 1977. 


20
 

AUTOR
 

Rafael E.Quesada A.y
 

Juan Carvajal J.
 

Carlos MI. Rojas M.
 

Luis E.Cerdas G.
 

Rigoberto Navarro K.
 

Roberto Picado H.
 

Porfirio Morera B.
 

Banco Central de Costa Rica
 

Banco Central de Costa Rica
 

Luis Fco. Arias
 

Banco Central de Costa Rica
 

William Hayden Q. 

Porfirio Horera B.
 

!ernal Jimunez M. 

Daniel Oduber Q. 

Juan Arrea F. 

Ana 	Rodriquez A.
 



N2 
 TITULO YAO 
AUTOR 

33 
 Ensayos en economia tedrica y aplicada. Tcnicas de optimizaci6n con
aplicaciones economicas. 
 1978. 

Ronald Garcia S.
 

34 Cinco declaraciones ante el Plenario de la V UNCTAD, 1979. 
 Banco Central de Costa Rica
 
35 El papel de las tasas de interes en el desarrollo econ6mico. 
 Banco 	Central de Costa Rica


979.
 

36 
 Procrama de credito cara el sector aoropecuario, 1980. 
 Banco Central de Costa Rica
 

37 	 La reforma financiera en Costa Rica. 
 1980. 
 Ministerio de Hacienda
 
38 la fijacidn de tasas de interes. 
 1980. 
 Banco 	Central de Costa Rica
 
39 	 El esquema de las cuentas nacionaJes como 
ouia 	p~ra el mejoramiento
de las estadisticas economicas b~sicas de Costa Rica. 
 1980. 
 Harry Boschini L.
 
40 Repercusiones de la politica de tasas de interns en el mercado finan
ciero costarricense. 
1980. 


Carlos Vega A.
 

41 
 Carta del Presidente Ejecutivo del Banco Central al Presidente de la
Repiblica, en la que se comunica 
 las medidas caumbiarias acordadas
 por 	la Junta Directiva del Instituto Emisor el dia 24 
 de 	 setiembre
de 1980 y texto del comunicado de prensa en el coal el Banco Central
explica la situaci6n de la econonia y las uedidas adoptadas. 1981. 
 Banco Central de Costa Rica
 
42 
 Dictamen del Banco Central de 25 de noviembre de 1980, referente al
proyecto 'l3y de Protecci6n a 
la Economia Nacional'. 1981. 
 Banco 	Central de Costa Rica
 

43 	 Generalidades sobre el mercadeo y la producci6n de los prodctos
agropecuarios en Costa Rica. 
 1981. 

Gerardo Barquero R.
 

44 
 Relaci6n entre la politica calbiaria y la comercial, algunas conside
raciones sobre el caso de Costa Rica. 
 1981. 
 Roberto Picado H.
 
45 La gestidn auditora. 1982. 


Jorge E.Regidor A.
 
46 
 Ley 	de devaluacidn N 6707 de 22 de dicienbre de 1981 y antecedentes. Banco Central de Costa Rica


1982.
 

47 	 Interrelaciones entre la politica monetaria y la politica fiscal:
La experiencia de Costa Rica. 
 1982. 

Ana Rodriquez A.
 

48 
 An~lisis de los resultados de la politica comercial adoptada por
Costa Rica desde 1960 para Dromover el desarrollo industrial. 
 Carlos Herrera A.

1982.
 

49 	 Acontecimientos recientes en los mecanismos de cooperaci6n financiera y monetaria entre los bancos centrales de los 
 paises que forman
el Mercado Coman Centroamericano. 
 1983. 
 William Calvo V.y
 

Roberto Picadc H.
 

21
 



'4 TILO Y NO 

AUTOR
 

50 Asistencia financiera del Fondo Konetario Interoacional a Costa Rica.
:'83 

Roberto Picado H.
 

51 
 C~lculo de un indice del nivel de vida Para Costa Rica. 1960-82. 
 Otto 	Kikut C.y

Rigoberto 


Araya K.
 
52 Politica cambiaria de Costa Rica del 12 de enero de 1974 al 30 de jj


nio de 1983. 1983 

Ricardo Quesada D.
 

53 Las exportaciones y la incidencia del sector externo en el desarrollo
 
econ6mico. 1984. 


Secci6n Cuentas Nacionales
 
54 
 Asistencia financiera del Fondo Monetario Internacional a Costa Rica.
 

:985. 

Roberto Picado H.
55 
 La inflaci6n y la oolitica economica: El caso de Costa Rica. 
 Rosa 	Roia 0.y


1985. 

Carlos Vega.


56 Experiencia reciente de Costa Rica en la ejecucidn de Programas de
estabilizaci6n y las relaciones con algunos organismos'financieros
internacionales. 
 1985 

Roberto Picado H.et al.
 

57 	 Pendiente.
 

58 	 Banca Central: Lo que debe ser un Banco Central y si ello coincide
 
con la realidad costarricense. 1985. 


Rodrigo Bolahos 1.
59 	 La condicionalidad cruzada y la deuda externa. 
 1986. 
 Eduardo Lizano F.y
 

Silvia Charpentier B.
60 	 Desde el Banco Central... 1986. 

Eduardo Lizano F.
 

61 Deuda externa de Costa Rica. 
 1986. 

Ricardo Quesada D.
 

62 	 Evoluci~n del ahorro financiero en Costa Rica. 
 1986. 
 Manuel Loria S.
 
63 La devaluaci6n 
onetaria en Costa Rica 1981-82. 
 1986. 
 Flix Delgado 0.
 
64 
 Progranas de estabilizacifn ycondicionalidad en Costa Rica. 
 1986. 
 Flix Delgado 0.
 
65 Rota retodol6gica sobre la conversion a
colones de documentos de la
deuda externa. 1986. 


Rodrigo Holahos Z.
 
66 	 Fortalecimiento de la Banca Privada: ZAvance financiero para el 
retroceso politico? 1987. 


Walter Coto M.
 
67 	 El sistema financiero y el desarrollo econ6mico. 
 1987. 
 Eduardo Lizano F.
 

68 	 Las actividades cuasifiscales de la Autoridad Monetarla:
 
La experiencia de Costa Rica. 
 1987. 


Ana Rodriguez A.
 

22
 



IV TITULO TAlO 

AUTOR
 

69 
 La liberaci6n de las tasas de interis: Procedimientos y resultanos en
un contexto de estabilizaci6n economica: La experiencia de Costa Rica. 
 .uan E.Mufoz G.y

19R7. 


Norberto ZUhiga F.

10 Conversidn de deuda externa: El caso de Costa Rica. 
 Roberto Picado f.
 
71 
 Cjlculo oe un Indice del Nivel de Vida para Costa Rica, 1960-86.
1381. Riooberto Araya N.
 

12 Asistencia financiera del Fondo Monetario Internacional a Costa Rica.
3!ed. (corregida y aumentada). 1987. 

Roberto Picado H.
 

73 Metodolouia de cilculo de la Balanza de Pagos de Costa Rica, de conformidad con la 
 cuarta edici6n del Manual de Pagos del Fondo 
 Monetario
Internacional. 1988. 

Ricardo Quesada 0.
 

74 Conversi6n de 
 >i ..erna: El caso de Costa Rica. 22 edici6n.
(Revisada, corrugida y aumentada). 1988 
 Roberto Picado H.
 

23
 



EXPERIEM'TIAS 
DEL BANCO COOPERATIVO COSTARRICENSE EN LOS
 
PROCESOS DE CONVERSION DE DEUDA EXTERNA
 

(TRANSLATION)

Experiences of 
the Costa Rican Cooperative Bank in the
 

Debt Conversion Process
 

Agricultural Cooperative 
E1191216Development International 



mAcos . SflLAZ4;k G. 
SUS"GERENTE GENERAL
 

BANCO COOPERATIVO COSTARRICENSETEL. 33-50-44, TELEX R. L.3230 BANCOP C. R. FAX 33-96-61 APOO. 8593-1000 
SAN JOSE. COSTA RICA 

-op#opM 
BANCO COOPERATIVO COSTARRICENSE R. L, 

Gamaliel Al%arado Boganres 
D1MteTO1S(CT0lOIOMSAL 

BANCO COOPERATIVO COSTARRICENSETEL. 33-50-44. TELEX 3230 BANCOPC R. 
R.L. 

FAX 33-96-61 APOO, 8593. 1000 
SAN JOSE. COSTA RICA 



BANCO COOPERATIVO COSTARRICENSE R.L.
 

EXEIE1AS 
 TLRANCO mCODPCOS 
 JEM 

PROCs~sDECNVE 
SONDE 
DUDAEXTERNA
 



I. INTRODUCCION
 

II. 
 Descriptin del mecanismo de Conversi6n de deuida externa
 

III. Participacirn de 
 Bancoop, R.L. 
 dentro de 
 la conversi6n de
deuda externa. 1988
 

IV. 
 Prob.emas m.s frecuentes durante el proceso 
de conversi6n y
duraci6n de la transacoi6n
 



I. IN.TRODUCCIOHR
 

El sijuiente documento presenta 
una descriPcirrn acerca del 
mecanismo de conversi6n de deuda extern que : ha venido 
desarrollando en Costa Rica, con las regulciones que
 
establece para tal efecto el Banco Central de Costa Pica.
 

En segundo lugar 
se hace un analisis de 
la participaciOn que
 
el Banco Cooperativo Costarricense, R.L. ha tenido dentro de 
6ste proceso, 
 referido 
en especial 
 a 
 las cronversiones
 

reali:adas 
en 1988. Seguidamente hace
se una menci6n sobre
los problemas mis frecuentes que hemos 
 identificedo durante
 
el proceso 
 de conversi6n 
 asi como de la duraci6n que
 
conlleva 
una transacci6n de 
6sta naturaleza.
 

Finalmente, presentamos un 
modelo de conversion de deuda que
 
tendria 
 como 
 uno de 
 sus prop6sitos 
 contribuir 
 con la
 
inversi6n 
 y 
 el desarrollo 
 nacional 
 ayudando 
 a la
 
movilizaci6n del ahorro de 
los costarricense con 
poco efecto
 

en 
el proceso inflacionario.
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I. DESCRIPCION DEL MECANISMO DE COIVERSIOf DE DEUDA EXTERPIA 

El mecanismo de conversi6n de tidda exterri3, es 11na 
alternativa de contribucion al clesorroloi, quc incentive 1a 
inversi6n privada. Fue pue-to en operaci6n por el Bqnco 
Central 
 de Costa Rica. 
 aunque de una manera 
restringida,
 
debido 
a su efecto 
inflacionario 
en la econOmia 
n3cional.
 

Los primero programas de 
conversi6n de deuda externa 
 que el
 
Banco Central 
 de Costa Rica autoriz6, estuvieron orientados
 
a incentivar 
la inversibn de capital 
en proyecto de 
empresas
 
privadas que incrementaron el volmen de sus 
exportaciones.
 

Durante 1987, 
el Banco Central redujo significativamente las
 
autorizaciones 
 para conversi6n 
 de deuda, los 
 tinicos
 
programas aprobados estuvieron orientdos fundamentalmente 
a
 
apoyar el desarrollo 
de la conservaci6n 
 de los recursos
 

naturales.
 

Cualquier 
empresa 
 interesada 
 en la 
 conversion 
 de deuda
 
externa, debe 
 de cumplir con 
los siguientes tr 
mites para
 

participar en 
el proceso:
 



(-4. -i2U:iitL~dy aprobacicbn de la~ conversion~ por Parte del 
Snc: o 1'nt rfltr. . 

i~i("II~*('i i d~- ci ~d rpi j r- fI:r7!. r- ''1 -, ri t i b ir 1 a 

H. -i0~:n t') ,rl 1n r dc-e~ c t(r'r I],-,F:' drf-' r ritz*d ' I i-74 t I -r. p . r 
(7. L)C I" . oficina dQ dreuMi- e, tct: -r ireI ncen 

F!cn .Dih- soliijtuI ev= post~riorrnF-nte coocidar.,
j.'*- 1a Junto 
 Dirrentiva. del Banco~ 2Central,~ qujen 11
 

;:1r:1[r)IIr' ..:,j o ')~ S ,)]I i -I1j . P;- nrc -i -n t r,: e, 
mru.'r) i. t.- ;A .I bene f icia riu SUI 
 reso ILI:-idn J/as 

01W .i r to q"- ha i"' I as't C c;~- I (all ro,3 prob 1 ri , En- p~ i 
*I't-r [E'Ic ! ( -t i t:ui Uen trr 011I donde s- Fk toriza I a 

S1i U i (: n ;c 

I. Mon to autorizado para 1la convrer-sj6n y sLI f inaijdrjd 

2 eV-LAr eIc (n)ocr dmi e t o d e o s 
 i t u o - p r e sen t a d o s 
lpar- su 
c:Dnverfitn. 

(:If-?n.c,-kubio eoiC, del d61ar. 
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4. Plazo de liquidaci6n de 
los Certifieados
 

5. Tasa de inter~s que se pagar6 por los certifieados 

(Bonos de Estabilizaci6n Honetaria.) . 

6. Plazo establecido para 
la formalizacion de 
!a
 

referida transacci6n
 

7. Tipo de documentos reconocidos para 
su conversi6n,
 
los que de acuerdo con 
las politics del Banco
 

Central son:
 

"Refinancing Agrrement 
deted as 
of the 9th day of
 
september 1983 and 
amended and restated 
as of the
 

29th day of may 1985".
 

"Refinancing Agrrement 
 deted as 
of the 29 th day of
 

may 1985".
 

"U.S. $75 
MM credit agreement deted 
as of the 29 th
 

day of may 1985".
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B. ELECCION DEL BANCO INTERMEDIARIO
 

De acuerdo con la Politica del Banc -n de Costa 
Rica, toda conversi6n de de uda extern debe ser 
administrada por una 
instituci6n 
financi-rs na.cional,
 
debido a que 6ste tipo de t ra..c cine s no es 
reconocida por los bancos coordinadores de la deuda 
externa de Costa Rica y estd 
en contraposi-.i6fn 
 con los
 
acuerdos establecidos entre el Banco.:, gentral y los 
Banco acreedores.
 

Las funciones bsicas 
del Banco intermediario dentro
 
del proceso de conversi6n son:
 
a. Firmar un acuerdo con el Banco Central, en donde 

se compromete a 
administrar 
 los recursos 
 de la
 
conversion de conformidd con el acuerdo 
respectivo 
 de 
 la -Junta 
Directiva. 
 El Banco
 
intermediario 
se compromete ademas 
a reintegrar al
 
Banco Central cualquier pago de interes Y/o 
amortizaci6n que 
 reciba por 
 concepto de 
la deuda
 
que 
 fue transferida 
 a! Banco Central 
 para su
 

conversi6n.
 

b. Establecer un 
 contrato de administracion (Mandato
 
o Fideicomiso) con Ia instituci6n o empresa 
benefieiaria de 
la conversion. 



C. Evaluar y garantizar el 

inversi6n ante el Banco 

ejecuci6n 

cumplimientc,del plan de 

Central. y fiscalizar -u 

d. Adquirir o recibir los 

transarlos ante el Banco 

estabilizaci6n monetaria. 

tituloF 

Central 

de 

por 

deuda 

bonos 

y 

de 

e. Actuar como depositario y administrador de los 
recursos producto de la conversi6n. 

f. Llevar la contabilidad del Fideicomiso y 
suministrar informes peri6dicos a los interesados. 

g. Tramitar y documentar los desembolsos. 

h. Administrar 

inversiones. 

la custodia de valores y efectuar 

i. Asesorar al beneficiario en 

al Fideicomiso. 

los aspectos relativos 
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C. OBLIGACIONES 
 DE LA ORGANIZACION 
 PAR'II(IPANTE N EL 

PROCESO DE CONVERSION
 

1,a empresa beneficiaria 
 en un procesro de co-nversion de
 
deuda r'xterna. adqriere ciertos compromiro., siendo los 
mffts relevantes los sipuientes: 

1. Firmar 
 un contrato de administran.i6n de la 
conversion con un 
Banco Intermediario.
 

2. Girar los 
 d6lares al Banco 
intermediario 
para que
 
6ste adquiera los 
 titulos 
 para la 
 conversi6n u
 
ordenar al 
 Donante que 
sean transferidos al Banco
 
intermediarios los documentos de deuda donados.
 

3. Elaborar un 
presupuesto de gastos y presentarlo al
 
Banco administrador. 

4. Solicitar los desembolsos
 

5. Utilizar los 
 recursos unica y exclusivamente para
 

los fines autorizados. 

1)
 



D. DESCRIPCION GENERAL 
DE UN 
 PROCESO 
 DE CONVERSION DE
 

DEUDA.
 

Una vez que el 
Banco Central de Costa 
 i ,utoriza la
 
conversi6n de deuda, establece 
un plazo determlnado en 
el cual, los 
 titulos 
 deben ser presentados para su
 
intercambio, 
 estos plazos normalmente 
 son los
 
solicitados por el 
interesado.
 

El tiempo necesario 
para efectuar 
 una operaci6n de
 
conversi(in, depende del monto de 
los titulos a adquirir
 
y de los precios que por ellos 
se desea pagar, pues el
 
valor de 6stos documentos 
 son sensibl-s 
 a variaciones
 

en 
la oferta y demanda.
 

La adquisicion por ejemplo de montos inferiores 
a US $2
 
millones 
 en valor 
 facial 
 que 
 no afectan
 
significativamente 
el 
 precio de mercado, puede demorar
 
entre 
 22 dias 
 y 2 mieses, 
 para que 
 estos 
 scan
 
trasladados formalmente al Banco intermediario 
y unos 8
 
dias para su 
respectiva 
 asignaci6n 
 al 
 Banco Central.
 
Despu6s 
 de que la deuda 
 es transferida 
 al Banco
 
Central, se 
 requieren de 
 unos 15 
 a 22 dias para que

6 ste gire 
 los Bonos de Estabilizaci6n flonetaria al
 
Banco intermediario, siendo reconocidos los intereses 
a
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r-artir 
de la fecha de asignaci6n de la ,rIl]da al Banco 
Central per parte del Elaneor Intermediar io. 

Debido a 
la naturaleza de este 
tipo de negoiaciones y
 
a 
las normativas establecidas per el Banco Central y el
 
Banco Coordinadcr de 
la deuda externa de Costa Pica, 
se
 
hace indispensable 
 realizar el siguiente tramite para
 

hacer efectiva una 
conversi6n:
 

A. Se debe elegir 
 un banco 
 tenedor 
 de deuda a
 
intermediario 
 financiero 
de re,:unocido prestigio, que
 
est6 dispuesto 
 a vender 
 deuda 
 externa 
 a precios
 
I-,-or etjfivos Lo arterior pror cuanto ]a 
nevoer.iaci~in 
se
 
real iza 
 en fc)ria 
 ind irecta, requirie end n en algunos 
cases 
efectuar dep6sitos de 
dinero per adelantado.
 

B. Establecer un 
 contacto de contra 
y venta de documentos
 
de deuda. el 
cual debe ser 
 firmado 
 en ,uriginal par
 

parte del Comprador y vendedor.
 

C. Elaborar 
 las notas de 
 asignaci6n 
 de asignaci6n de
 
pagar., 
las cuales deben 
 ser firmadas 
 en original par
 

ambas partes.
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P. Dist ribuir l,-,s nc'tas de asirn a r-, 6 in;. e 

Partes vincularias, fundament.. Imerte nc-e
tlcl 

Centra,] ii Coordinador de la deuda y ;1 tinizterio )e
Hacienda. Esta information debe ser recibida y
registrada 
 par estas 
 instituciones 
 rara que 
 la
 
transferencia 
se considere efectiva.
 

E. Al 
Banco Intermediarlo de la conversi6n 
 Ie corresponde
 
recibir 
los documentos oriinales 
de deuda (pagares). 
En caso de que 
 F;e haya negociado unp fracci6n de un
 
pagare, el banco vendedor debe de remitirr, al Banro 
Central para su 
partici6n 
 Y posteriormente 
 endosar Ia
 
parte corresponjiente y enviarlo al banco comprador. 

F. El 
Banco Intermediario debe 
 posteriormente firmar con
 
el Banco Central un contrato de conversion, y luego 
elaborar las noticias de asignaie(n y entrp.rrlas .junto 

los pagar6s al
con Banco Central 
 para su 
conversi6n.
 
Copia de 
 estas 
 noticias 
 de asignaci6n 
deben 
 ser
 
remitidas 
 al Banco 
Coordinador 
 de la 
 deuda 
y al
 
Ministerio de Hacienda.
 

G. El 
 Banco 
 Central 
 recibe 
 la documentaci~n 
y de estar
 
adecuadamente confeceionada, procede a elabor-:ir los 
bonos de estabilizaciOn monetaria.
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}1. ( i.nrd'- un rr('i.f) ne deu ,- 1a , -xt rtv i ar,. l] B r:rj 

ueIedor debe solioitar Ia reposieinr aL k-iner Central, 
para lo cual se requiere firmar un reontrato entre las 
partes, publicar 
 en el 
 Liario Jfjieial 
 un edicto y
 
finalmente. eonfecc ionar los drc:u mentons de nuevo. 

Adjunto 
 al presente documento 
 se anexa 
 para fines
 
ilustrativos, un 
fluxograma descriptive 
 del proceso de
 
conversi6n de 
 deuda externa, elaborado 
corn fundamento
 

en las experiencias de BANCOOP R.L. 

III. PARTICIPACION 
DE BANCOOP, 
 R.L. DENTRO DE 
 LOS RECIENTES
 
PROCESOS DE CONVERSION AUTORIZADOS PO;A EL BANCO CENTRAL
 

La Junta.Dirootiva del banoo Contral do Oopta Rioa, medlant, 
articulo No. 6 de la Sesi6n 
 No.4148-8
6 , celebrada 
el 26 de
 
noviembre 
 de 1986, 
 dispuso suspender temporalmente 
 la
 
recepi6n de ofertas 
 de conversi6n 
de deuda externa, no
 
obstante, dentro 
de su 
 politica de apoyo a la. Ccnservaci6n
 
de los iPecursos Naturales el Banco Central dispu:.!. que se 
brinden 
 beneficios 
 financieros 
 a 
trav(s del mecanismo de
 
oonversi6n 
de deuda externa, 
 a algunas organizaciones
 
oonservacionistas 
 dedicadas 
 al desarrollo 
del sector
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forestal. espeeialmente en 
lo 'elativn a 
la administraei6n
 
de parques nacionales 
y 6reas equivale nte y a la 
reforestacimn nacional. 

Debido al inter~s nacional y social 
 de estos programas, el
 
Banco Central, 
 dispuso ademas que los 
 intermediarios 
financieros de estas conversiones de deuda fueran unicamente 
los bancos del Estado y el Banco Cooperativo Costarricense
 

R.L..
 

LBANCOOP R.L., dentro de su Politica de apoyrj a] desarrollrj 
nacional, 
 la iniciativa
tomo de apoyar a.etivamente 
estos
 
programas, constituyendose hasta 
la fecha, en 


recursos naturales.
 

el Onico Banco 
en Costa Rica con experieneia en la admiristraeion de 
conversiones de deuda externa orientados a la oonservarcibn y 
desarrollo de los 
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L 	 ,,,rversion(es aUtLOri zar' as [rr: 	e.l Banr.co (enltr-n I ,.urante el 
Per i dio 	 1987- t988 Para e.Stos fines se d-ta 1la n a 

eoontinuac6n : 

A. 	 Conversi6n Fundaei6n de Parques 
 acionales:
 

A 6sta organizacifn 
se 	 le utoriz6 un monto de $11.o 
millones de valor fac'ial 
 en titiulos 
 de deuda externa,
 
los 	titulos 
 estdn en 
 proceso de adqujsiei6n prer parte 
de Bancoop, R.L.. 
 Los 	 reeursos 
 necesarios 
para 	la
 
adquisicj6n 
 de 	 los titulos 
 tuvieron 
 su origen en
 

donaciones en 
d6lares.
 

La finalidad de 
la conversi6n 
es 	 la de 
 financiar 
con
 
los rendimientos 
 Y/o patrimonio, 
 todo tipe de 
actividades relacionadas 
con 	 la 
 conservarion 
de los
 
recursos 
naturales del pals. especialmente.
 

1. 	 Planifieaci6n, manejo, protecei6n y administraci6n
 

de parques nacionales 
y reservas 
equivalentes,
 

incluyendo 
 desarrollo 
 de 	 infraestructura 
para
 
fines de 
 protecci6n, 
 ecoturismo, 
 investigacin
 

cientifica y administraci6n.
 

2-. 	Adquisici6n de 
 tierras, equipos y material--s para
 
parques nacionales y reservas 
equivalentes.
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3. l'esarrollo de r-rogranias de educacir, ambiental, 
incluyendo 
 capacitaci6n, 
 publiccri6n de
 
materiales, adiestramiento de person-Il v otrois. 

4. Control de 
 la deforestaci6n 
Y promocin de la
 
reforestaci6n 
 en reservas forestales, , reas de 
protecci6n 
en 
 cuencas 
 hidrograficas 
 y en otras 

Areas de vocaci6n forestal.
 

5. Desarrollo 
 de programas 
 de investigacion
 

relacionadas 
con 
el medio ambiente 
en general.
 

6. Consolidaci6n 
 y funcionaniento 
 de la propia
 
fundaci6n y otras organizaciones conservacionistas
 

asociadas.
 

Las condiciones aplicables por 
 el Banco 
Central 
 para la
 
conversi6n de deuda externa, 
a este programa fueron:
 

1. Titulos 
 autorizados 
para conversi6n: 
Onicamente deuda
 

refinanciada.
 

"Refinancing Agrrement 
 deted 
 as of the 9th day of
 
september 
1983 
 and amended 
and restated 
as of 
the 29th
 

day of may 1985"
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"Iefinanciny Agrrement 
 deted as the 29 th day of may of 


1985"
 

"U.S.$75 MH 
 credit agreement deted as of 
the 29 th day
 

of may 1985"
 

2. 
 Valor de reconocimiento: 
 75% sobre 
 los primeros US
 
$5.4 millones 
 y 30% sobre 
 los U.S.$5.6 
 millones
 

restantes
 

3. 
 Tipo de cambio: 
 El vigente 
 (libre interbancario 
para

la compra 
de divisas) 
 al momento 
 de formalizar la 
transacci6n.
 

4. Documentos a recibir y plazos: 
 Bonos de estabilizacion
 
monetaria 
 no negociables, con porcentajes 
 de
 
amortizacion igual 
a los titulos 
adquiridos 
m~s dos
 

an os. 

5. Tasa de 
 interns: 
 Entre 
 23.5% 
 para los 
 primeros
 
vencimientos 
y 26% para 
 los Ultimos, 
 pagaderos
 

trimestralmente.
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.
 Conversi6n Ministerio 
 de Recursos Naturales, Energia y
 

Minas.
 

A 6sta instituci6n se le autorizo Ia conver.irn 
 de US

$ 32 mill-,,-e de d'Jlares, valor facial en titulj. Los 
1'euurr:,s Utilizados para la adquisiji6n de los titulos 
provienen de una DonaciSn del Gobierno de Holanda. 

Estos 
recursos 
 son tambi~n 
 administrados per Bancoop, 
R.L.. mediante un 
contrato 
de Fideicomiso, establecido
 
entre el gobierno de Holanda y Bancoop, R.L.
 

El propOsito de la 
conversion 
es 1a de financiar con 
el
 
patrimonio y/o rendimientos, a trav6s de cr6ditos o 
donaciones, actividades de desarrollo forestal y 
afines, especialmente 
en lo 
relativo 
a:
 

1. Protecci6n de bosques y la vida silvestre
 

2. Reforestaci6n
 

3. 
 Manejo forestal
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Las - ondiciones autorisadas por el Banco Central para esta 
' veruOinl.un Fueron: 

1. Titulos autoriza-dos para. conversi6n:
 

"The revolving 
 trade credit agreement. deted as of 
september 9, 1983 
as 
amended and restated 
as fo may 29,
 

1985".
 

"Refinancing 
agrrement 
deted 
 as of the 9th day of
 
september 1983 and 
amended and restated 
as of the 29th
 
day of may 1985"
 

"Refinanciny Agrrement deted 
as of the 29 th day of may
 

1985"
 

"U.S.$75 
iM credit agreement deted as 
of the 29 th day
 

of 
may 1985"
 

2. Valor 
de reconocimiento: 
 30% sobre 
 el valor
 

facial.
 

3. 
 Tipo de cambio: 
 El vigente 
 (libre interbancario
 
para 
 la compra 
 de divisas) 
 al momento 
de
 
formalizar la 
transaccion.
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4. Documentos recibidos y p lazos: Bonos de 
Estabili7aci6n 
 Monetaria 
 no negociables, con
 
cuatro amortizaciones iguales en 
los arios 1,2,3 y
 

4. 
5. Tasa de inter§s: 
 15% 
 anual Pagaderos
 

semestralmente.
 

C. 
 Conversin, Ministerio de Recursos Naturales, Energia y
Minas, a trave.s de la Fundaoi6n de Parques Ilacionales. 

El Banco Central 
 autoric6 
 a. te 1inisterio 
 la

conversion de aproximadamente U)S $2!5 millones valor 
facial 
en t:itulos. 
 Los reoursos que se 
utilizar~n para
 
la adquisici6n de los titulos tienen 
 su origen 
 en una
 
donacifn del 
 Gobierno de Suecia. 
 La administraei6n de
 
estos 
recursos Posiblemente este 
 a cargo 
de Bancoop,
 

R.L..
 

La finalidad 
 de este programa de 
 conversion es 
la de
 
finanoiar 
con 
el patrim-nio 
 y/CJ sus 
 rendimientos, el
 
desarrollo 
 del Parque 
 Nacional 
 de Guanacaste 
 y

constituir 
 un fondo patrimonial 
 permamente 
para el
 
desarrollo y la operaci6n de dicho Parque.
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Las conclicione autorizadas 
por ei Banc Central para 
este programa SOi: 

1. Titulos autorizados: ,nicamente los originados en 

deuda refinanciada, 
a saber:
 

"Refinanciny Agrrement deted 
as of the 29 th day of may
 

1985"
 

"Refinancing Agrrement 
 deted 
 as of 
 the 9th 
 day of
 
september 1983 and amended 
and restetad 
as of the 29 th
 

day of may 1985"
 

"IJ.S.$' 15 
MM credit agreement deted 
as of the 29 th day
 

of may 1985"
 

2. Valor 
 de reconocimiento: 
 70% sobre 
 el valor
 

facial de 
los documentos presentados.
 

3. 
 Tipo de cambio: 
 El vigente 
 (libre interbancario
 
para la compra 
 de divisas) 
 al momento 
de
 

formalizar 
la transaccion.
 

4. Documentos 
 ha recibir 
 y plazos: 
 Bonos 
 de
 
EstabilizaciOn 
 onetaria 
 no negociables, 
 con
 
cuatro amortizaciones iguales 
 en 
los ajos 1, 2, 3
 

y 4.
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I. Tasa de interds: 
15% anual pagaderos Fnualmente.
 

C- ConversiOn privada para el desarrollo indu.jtria1. 

Otra de las conversiones adrinistadas pr ,anrorjp, R.L. 
en 1988. 
 Fue 
 la de una 
 empresa Industrial privada
 

dedicada a la exportacion en un lO(%. 

Esta transaccion 
 Lue autoriada en en 
aros anteriores, 
por el 
Banco Central 
 por 
un monto de 
 US$ 399.177,00,
 
valor facial en Los
titulos. 
 recursos necesarios para
 
adquirir los titullos fueron 
aportados por 
la empresa.
 

La finalidad 
 de esta conversion fue la de apoyar 1a 
inve rs ion :le un pr,,yerto, le: i ci a: -1. la ProJu00i6n y 
exportacion a terceros iriercados, lo; recursos pr oduc to de Ia 
conversin, fueron otorgados para financiar capital de 

trabaj o. 

Las condiciones autorizadas por 
 el Banco Central para esta 

transaccion 
fueron:
 

1. Titulos 
 autorizados: 
 On icamente 
 los originados en 

deuda refinanciada a saber: 
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"Refinanciny Agrrement deted :3S of the 23 th day of may 

I UUb 

"Refinancing 
Agreement 
deted 
 as of the 9th day of
 
september 1id83 
and amended and restated as of the 29 th 

day of 
may 1985".
 

"!.S.$75 MM 
 credit agreement deted 
as Of the 29 th day
 

of may 1985"
 

2. Valor de reconocimiento: 
 30% 
sobre el valor 
 facial de
 

los pagares presentados.
 

3. Tipo de cambio: 
 El vigente (libre 
interbancario 
para
 
la compra de divisas) al momento de 
formalizar.
 

4. Documentos 
 ha recibir: 
 Bonos 
 de EstabilizaciO
 
n
 

Mlonetaria negoc-ia:,les y amortizaciones c,, Porcentajes 
i.uales. 
a la estructura de 
pago de 
lo papar6S de deuda
 

ma 5 tres a~ios. 



V, 
 L"IVIILEMAS HAS FRECLIENTEi DLJRANTE EL PROCESO DE CONVERSION
 

Dentro 
 de los problemas 
 mas rrecuentes 
que se presentan
,:lIra tt~' ll,3,,-i n e 'Jeud.a e-xterna , .vq e afeeta~n el 

tipo de negociaciOn, pocdemos-, ritar: 

1. Lentitud del Banco vendedor de 
los documentos de deuda,
 
para comunicar la 
 transferencia 
 al Banco Central de
 
Costa Rica 
 y al Banco coordinador de 
la Deuda externa
 
de Costa Rica y para transferir 
los pagar6s de deuda al
 

comprador.
 

-. Extravlr, de 
 las noticia- de asignaci~n y/o documentos
 

'le :eud a.
 

3. Noticias de asignacion
1 mI c1-tor pro parte del 
vendedcir y/o c'omprador. 
 que posteriorente 
son
 
rechazadas por el 
Banco Central y/o Banco coordinador.
 

4. En algunos casos se requiere de la particion de pagares 
de deuda. lo que 
tarda aproximadamente 
un mes desde que
 
es 
hecha la solicitud por parte 
del Banco vendedor al
 
Banco Central, 
 hasta que el comprador reciba la
 
proporcion del pagar6 comprado.
 

Krj
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A- GENERALIDADES DEL PROCESO DE CONVERSION DE DEUDA EXTERNA
 

Antecedentes
 

A partir del afto 
1986 el Gobierno de la Reptblica 
de Costa Rica,
dentro 
 de su 
politica 
de apoyo a la inversi6n privada y de
promocibn a las exportaciones, dispuso brindar apoyo financiero a
travds del 
 mecanismo de 
 conversi6n de 
 deuda externa a aquellas

3rganizaciones 
que desearon ampliar sus inversiones 
en Costa Rica
 
r mantener 
y / o ampliar su nivel de exportaciones.
 

lasta 
 la fecha m~s de 
 veinticinco 
empresas se ban acogido al
 
;istema, 
con muy buenos resultados.
 

BANCOOP R. L., 
 en la actualidad 
tiene 
 en administracidn cinco

millones 
cuatrocientos 
mil d6lares 
de La Pundaci6n de Parques

Nacionales bajo este mecanismo y trescientos noventa y 
nueve mil
 

de
 

A. Solicitudy
anrobaci6n 
or arte dsl BancoCentral
 
La empresa 
interesada en 
acogerse al sistema Lie 
conversion
 
de deuda externa 
 deben 
de Solicitarle 
por escrito 
a la

oficina de deuda externa del Banco Central. 
Dicha solicitud
 
es posteriormente conocida por la Junta 
Dire',tiva del Banco
 
Central, quien la aprueba a deniega en su sesidn respectiva.
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B. 
 Condciones establecidas 
oPr 
el Banco Central
 

De ser aprobada la solicitud, el Banco Central le comunica
 
al cliente su resoluci6n y las 
condiciones bajo 
 las cuales
 
fue aprobada, las
siendo 
 condiciones 
m~s relevantes laB
 
siguientes:
 

1-
 Se autoriza la conversion de US$ 
en valor facial, con
 
el prop6sito 
de que la empresa invierta los recursos
 
que genere la conversion en expander sus actividades.
 

2-
 Las caracteristicas 
para la conversion son:
 

a- Reconocimiento 
o valor de conversion: 
39% sobre el
valor facial de los titulos presentados.
 

b- Recursos 
 recibidos: 
 bonos
monetaria en 
de estabilizaci6n


colones con 
las siguientes caracte
risticas:
 

El tipo de 
cambio reconocido ser& el libre
interbancario 
para 
 la compra 
 de divisas
vigentes en el momento de la transacci6n.
 
El plazo 
de liquidacifn 
de los bonos serA
igual al de los titulos m3s tres alos.
 
La tasa de interds 
reconocida la determinarA
el Banco Central de 
 Costa Rica 
 con base en
los rendimientos respectivos.
 

3- Los recursos de 
 la conversion 
de deuda deberhn ser
 
depositados y administrados 
por un banco intermediario,
 
quifn deber& firmar un acuerdo con el Banco Central.
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3-
 Se establece 
 un plazo mAximo 
de 45 dlas, para la
 

formalizacibn de la referida transacci6n.
 

C-	 Trimi±tes para la conversi6n
 
Los pasos requerlidos para poner en operaci6n el sistema, son
 
los siguientes:
 

1-	 Establecimiento de un contrato ( mandato o fideicomiso)
 
entre i 
empresa y el banco intermediario quien fun~gr&
 
como depositario y administrador.
 

2- Establecimiento de un contrato entre el 
 banco interne
diario y el 
 Banco Central.
 

3-	 Comprar 
 los 	 titulos 
y presentarlos al Banco Central
 

pars au converesin.
 

D-
 Com 	romisos 
de 	 BANCOOP 
como Banco 
 Intermedario 
v del
 

qlliente
 

1- DE BANCOOP R. L.
 
Aprobar 
el 	 plan 
de 	 inversin 
del 	 cliente
supervisar y fiscalizar su ejecuci6n e informar al
Banco 
Central 
 cuando 
6ste lo solicite sobre su
avance y resultados.
 

Garantizar el 
 cumplimiento del
ante 	 plan de inversion
el Banco Central, 
con un aval del 15% del
valor facial de los titulos.
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Presentar al Banco Central antes de
transacc16n, evidencia 

formalizar la
 
proyecto de 

de que analiz6 y evalu6 el
inversion para 
determinar su factibilidad econ~mica y financiera.
 

Adquirr los titulos de deuda y transarlos ante el,
Banco Central por bonos 
de estabilzaci6n moneta
fna.
 

Actuar 
como depositarias 
y administrador de los
recursos o 
bonos de 
estabilizaci±n
conforme y desembolsar
al 
 plan de inversion de la Empresa. (
incluye la comercializacion de los B.B.M.).
 

2-
 De el cliente
 

Otorgar los d~lares para 
 la conversi6n, 
segtn el
precio de compra de los titulos.
 

Preparar 
el plan de 
 inversi6n 
y garantizar a
BANCOOP su ejecucidn con 
un aval equivalente al
otorgado por BANCOOP al Banco Central
 

Mantener vigente el contrato de. exportaci6n.
 



-- ------------------ -------- ------

-------------------------------------------------------------- 
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B- CARACTERISTICAS 
 DE LOS TITULOS 
 DE DEUDA EXTERNA
 

% DE AMORTIZACIUN 
FOR 
 TIPO DE TITULO
 

..----.. 

IFECHA DE 	 ....-------..-'" -----------
NEW MONEY 
 TRAMO I : TRAMO, TAMO 
 TRAMO 
 TR A H 0
PAGO 75 MILLONES,..........:sobre........97.5:..........
... 
 A-1 A-2 , II1,Ill
:Jul 84 	 ,R (S5) IVB(86) 

, ".. . . . . . . . . .
. . . . . . . . . . . . ... 
.
 
:Abr 87 :Set 86 
 2.5 5 5.55	 --:Jul 87 :Dic 86 2.5 1 5 5.55 	 :Feb89 2 



:Oct 87 :Mar 87 
 5.591 5 
 :Fa89
:Ene 88 :Jun 87 5.59: 5 
5.55 	

2 2
 
' 	 Ma.y 9
88 ,AbrF7et 5.591 	 Ago 89 

2 2
5 5.5S 	 :Ar89 22
:Jul 88 	 7.14 6.25 INo 89
:Dic 047 55N9o 5 
 5. 1.14 16.25 IFeb 90 	 2
2 2
 

!Oct Pp :Mar 88 5.591 5 	 2
 
5.5 7.14 6.2 
 ay 90
:Ene 89 :Jun 80 5.59: 5 5.5 	

2 2

7514 6.25 ao 90 


uAb89 
,...et 5.591 6.25 5.55 	

2 2
88

' c b,:ul 89 :Dir 88 .9' 6.. . 7.14 6.25 :Nov 90
5.91 6.25 	 2 2
55 7.14 6.25
Oct 89 	 1Feb 91
Mar 89 5.591 6.25 	 3.3 2
 

:Ene go :Jun 89 	
5.55 7.14 6.25 ,May 91
5.59: 6.25 	 3.3 3.3
5.55 714 6.25 :Ago 91
:Abr 90 :Set 89 5.591 6.25 3.3 3.3
 

J]ul 	 5.55 7.14 7.5
90 Dic 9 5.59: 6.25 	 INov 91 3.3 3.3
5.55 
 7.14
:Oct 90 :Mar 90 	 7.5 :Feb 92 3.3
5.591 6.25 	 3.3
5.55

lEne 91 :Jun 9) 	

7.14 7.5 :May 92 3.3 3.35.59: 6.2.5 
 5.55 
 7.14 7.5
IAbr 91 ISet 90 	 :Ago 92 3.3
5.591 5 	 3.3
 
:Jul 91 :Dic 90 

5.55 	 lNov 92 3.37.14 10
5.591 	 3.35 5.55
lat 91 :Mar 91 	
7.14 10 1Feb 93 3.3
5.591 	 .
 

lEne 92 	 1 :May93 
 33 
 .3
 
:Abr 92 	 !Age 93 
 5 3.3
 
:Jul 92 	 :aov 93 
 5 5. 
IOct 92 	 1Feb 93 
 5 5
 
!Ene 93 bMay94 5 
 5
 

:Ago 94 
 5 
 5
 
:Nov 94 5
:Feb 	 5
 

1Iay 	 95 
5 


:m. 95 	 5
5 
 5
 
:A0o 95 
 5 
 5
 

I aaI 
SNov 	 I 95 5
 

:Feb 96 --- 5
 

NarA:
 
Intereses y amortizacion pagaderos el ultimo dia de cada trimestre
Intereses aplicable: ( del 
 231 al 261 segun el vencihiento, suie

to a todificacion por parte del Banco Central
 
de Costa Rica
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C- PRECIO DE MERCADO DE LOS TITULOS
 
( Enero, Febrero 1988 )
 

1-
 Sondeo del Mercado
 

La Empresa y BANCOOP R. L., 
 recibieron oferta telef6nica de
 
titulos de deuda externa antes de que se iniciara el proceso
 
de compra a valores que oscilavan entre el 20% y 23% para el
 
tramo I, precios que 
se consideraban 
normales 
dentro del
 

mercado.
 

El sondea del mercado se 
inicia mediante el levantamiento de
 
una lista de aproximadamente 
50 instituciones financieras
 
nacionales e 
internacionales, 
con operaciones en Costa Rica,
 
PananmA y en los Estados Unidos. Se 
 mantuvo conversaciones
 
telef6nicas 
con funcionarios 
de estas instlituciones y se
 
eligieron 11 de ellas que mustraron 
interds en 
 la transac
cifn y que ofrecian precios atractivos.
 

2-
 Solicitud formal de cotizaciones ( primera ronda de negocia

ciones ).
 

A cada una de las 11 instituciones elegidas, se 
les solicit6
 
par via telex una 
 cotizacifn con 
fecha limite de entrega.
 
De estos, BANCOOP 
R. L., recibi6 
 las siguientes 
 siete
 

cotizaciones:
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a- Banex Valores, varios tipos 
de titulos 
a 21% en
 

promedio
 

b-
 Banco de San Jos6, varios tipos 
de titulos 
a 20.5% en

promedio.
 

c- Banco Internacional 
 de Costa Rica, tramo Al y II a 20%
 
en promedio.
 

d-
 Latin American Financial Services, 
Corp. Tramo 
 Al a

18.25%.
 

e- Estudios e 
 Inversiones de 
 Occidente, S. A. Trano AI 
a

19.00%.
 

f- Swiss Bank Corporation a travs de 
 Fintech, Inc, Tramo
New Money y Tramo I a 18.25%.
 

g-
 Ariana Trading and Finance Inc, Tramo I a 18.00%.
 

C-
 Solicitud de nuevas cotizaciones ( segunda ronda de negocia

ciones ).
 

Despu~s de recibida las 7 cotizaciones anteriores, mediante
 
llamadas 
telef6nicas 
a estas compafias, se 
identifica la
 
posibilidad de 1ograr mejores 
precios, mnotivo 
por el cual
 
se decidi6 solicitar una 
 nueva cotizaci6n con fecha limite
 
de presentaci~n. 
 Durante 
esta ronda de negociaciones, em
 
recibieron las siguientes 
cotizaciones:
 

a- Swiss Bank 
Corporation a 
travs de Fintech, Inc, qua
cotiz6 el tramo 
I a 17.125%.
 

b-
 Estudios e Inversiones de Occidente, S. A., 
 que ofreci6
el tramo A-1 y A-2 a 
17.50% y el tramo B a 
16.50%.
 

c-
 Latin American Financial Services, Corp. qua cotiza el
tramo Al 
a 17.25%
 



0-RENTABILIDAO BE UNA CONVERSION DE S399173 PARA EL CLIENTE
 

MILES DE COLONES
 
TRAMO II
 

-Tramoll 
 AND TRIMES- TRIMES 
 Aborti- TASAS 
 Inte- Inte-
 Menos saido
68,857.34 dol. 	 saido
TRES TRES zacion de pot 
 reses 81 de
ValCol 17.250 
 eses N? 	 a!
I T
T.Caab 	 Renta
73.20 J x s I MAR29 ABRI 	 conver. 34.001I

MontoB 11,395,590 col. 9 MAY-JUL. 2 	

N R 308,091 24,647 283,443 261,238
T 1 739,823 59,186 680,637 578,171
8 A60.-OCT. 
 3 E fl 739,823 59,186
8== NOV-ENE. 4 	 680,637 532,876
 
1 FEB ABRIL 5 	

R E 739,823 59,186 680,637 491,130
E S 
 739,823
9 MAY-JUL. 6 	
59,186 680,637 452,655
S T 739,823 
 59,186 680,637
8 AGO.-OCT. 	 417,193
7
ler.Ve 	 R 739,823
23.00; 9== NOV-ENE. 8 	 E 
59,186 680,637 394,510


739,823 59,186 680,637
2do.Ve 24.00% 1 	 354,387
FEB ARRIL 9 
 739,823
3er.Ve 24.001 9 	 59,186 680,637 326,624
MAY-JUL. 10 

Ato.Ve 	 739,823 59,186
24.501 9 	 680,637 301,036
AGO.-OCT. 

Sto.Ve 24.501 

11 	 739,823 59,186 680,637 277,452
0== NOV-ENE. 12 
 739,823
6to.Ve 25.001 1 	 59,186 680,637 255,717
FEB ABRIL 13 712,224 25.501 45,404
7mo.Ve 	 739,823 59,186 1,392,862
25.001 9 MAY-JUL. 	 482,305
14 712,224 26.001
8vo.Ve 25.501. 	 46,295 694,419 55,554 1,351,090 431,189
9 AGO.-OCT. 
 15 712,224 26.00% 46,295
9no.Ve 	 648,124 51,850
25.50% 1:= 	 1,308,499 384,882
NOV-ENE. 
 16 712,224

lOo.a 26.001 1 FEB 	ABRIL 

26.00% 46,295 601,830 48,146 1,265,908 343,183
17 712,224 26.001 
 46,295 555,535 
 44,443 1,223,317 305,656
9 MAY-JUL. 
 18 712,224 26.001 

9 AGO.-OCT. 	

46,295 509,240 40,739 1,180,726 271,903
19 712,224 26.001 
 46,295 462,946 37,036 1,138,135 241,562
2= NOV-ENE. 
 20 712,224 

1 FEB ABRIL 21 

26.001 46,295 416,651 33,332 1,095,544 214,306
854,669 26.001 55,554 
 370,357 29,629 1,195,397 215,520
9 MAY-JUL. 
 22 854,669 26.001 
 55,554 314,803 25,184 1,144,288 190,143
9 AGO.-OCT. 23 854,669 26.002 55,554
3== 	 259,250 20,740
NOV-ENE. 	 1,093,179
24 854,669 26.001 	 167,420
55,554 203,696 16,296 1,042,070 147,090
19 FEB ABRIL 25 1,139,559 

94 	

26.001 74,071 148,143 11,851 1,275,850 165,980
MAY-JUL. 
 26 1,139,559 
 26.001 74,071 74,071 5,926 
 1,207,705 144,806
 
Total 
 11,395,590 
 14,445,033 
 1,155,603 24,685,021 8,338,936
 

RENTABILIDAD BE LA INVERSION
 

INGRESOS EGRESO REL. B/C
A-VENDIENDO EL BOND AL 801 
 9,116,472 5,240.357 
 1.74
B-VENDIENDO EL BONO AL 751 
 8,546,693 5,240.357 1.63
C-DEJANDOSE LOS BONDS ACT. AL 341 
 8,338,936 5,240.357 
 1.59
0-RENTABILIDAD EN DOLARES (caso 8) 
 109,573 
 68,857 40,715.645
 

http:68,857.34
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PARTS I I
 
PRESENTACION DE UN CASO DE CONVERSION
 

A-
 APROBACION DE LA CONVERSION POR PARTE DEL BANCO CENTRAL
 

B- ELECCION DEL 
 BANCO INTERNEDIARIO 
Y APROBACION 
DEL PLAN DR
 
INVERSION.
 

C- ACUERDO BANCOOP R. L. / BANCO CENTRAL DR COSTA RICA
 

D- CONTRATO DE. ADMINISTRACION ( Fideicomiso - Nandato ) ENTRBBANCOOP R. L - CLIENTE 

E- REXISION DE GARANTIA AL BANCO CENTRAL 

F-
 RECIBO DE DOLARES DEL CLIETE PARA LA COXPRA DR LOS TITULOS
 

G- CONFIRJACION DE COMPRA DR TITULOS Y DEPOSITO 

H- ASSIGNMENT AGREEMENT ( Preliminar ). 

I- ASSIGNMENT AGREEMENT Y NOTICE OF ASSIGNMENT ( Final ) YRECIBO DE TITULOS DE DEUDA.
 

J- SOLICITUD DE CONVERSION AL BANCO CENTRAL Y NOTICE OPASSIGNMENT.
 

K- ADXINISTRAR LOS RECURSOS COEPORMR AL XAJDATO 0 VTnlTrnvWvri 

\
 



A-
 APROBACION DE LA CONVBRSION POR PARTE DEL BANCO CENTRAL
 



BANCO CEMRAL DE COSTA IUCA t 

"M JOSE, COSTA RICA 

f______-_ 22 
~4 ~7 do anaro de 1988 

,,,hive de r.rdito. Incioil ...........
o6 :i 1 3 1;1r 1.Cliente .......
........
. .......
.
 
1:r Aprubachln de cridito 4 re tee ried.randwa u y cu. ,y  10I'M . : ' 00 11m 
n i-i. IMfrrn nr.n An Ilsis fl unltiero -l t.-q iIt-one.n I nIne uielt l n 

I'1S el¢utlhleci o - I iiillr .

Marco Antonio P6rCZ B., 
Apodarado General~ismo
 

S.).
 

ES cimado Seaor: 

liou 
 permitimos
cotlocimient 
 hacer 
 do 
 au 
 24r"mable
4255-87, 
qAuo aueetra Junta Directivat
ArCculo 5, en
celebrnda el 23 

ou Seli6. lo.

d Pu de dic.i1rbre
auorizar 987,a la Admi
),rocada a intorcambiaro rac.6 del

la par titulos pare 987cocuB
en coloneal
deuda P~blica oxterna, emitidog PP.arfs de
Costa Rica, per 
 ane 

per 

quo'le pre'ente la 
Ceutral do
la suma firma
( en valor facial) do
el fin'da que JS$3__.17
la eugodLchi 3 ,00 ello con
dientes recursoa empreaa invierta lou
para expander 9us 
coereupon.


formidad con ativdad0,
los planes doe con-"
de irverai6n aprobado.r__D
visi6n Financiers do 
Sate Organiomo.
 

La referida 
 tranacc16n 
deber 
 o lizarne
 
baJo 
las ei8uientes 
",ondicione:f
 
1. REGIMEN DE 
INC ENTIVOS Y PR DE CONERSioN,
 

La inversi6n
emprecas claaifica
definido dentro
la "Guia del 0CruoA
le 
en para la do
asignn convera16na
un precio
valor o valor y lefacLal do converai6n
de lon documentoa de un 39Z del
do deuda
presentan extera 


se
para el canje, quo 


http:JS$3__.17


BAk4CO CEIi'R1AL DE COSTA RICA 
SNJ0"I, COTTA tn= 

2. 
 TITULOS 
 COLONZSiio~y
 
B n
oA 
 cambia,do 
jos
B ACO Central i u o o i
en rei o d
Estabilzi o tumen0 .do l a z .
 

6 etar. dconm lo e (Bou 
 d
 

1o ~ vaore
&noror ld ipC nvod .±~am ±0d lii id,r
enaj x A 1pI6ar c .p et r n u tr) da a r
j8 , 
 altrma
is taanuacc±
cun lag sorniantes s d e. 
a.. Loa Monag~e~n nJos 
rae
a o ultde
sei~ c


0 *l~t~
que l rea e~8CoParei~ o do ai 
nfro 

Couefinin 
 a aed
Sir s. opa mLn 
 1 putio
doU diag
4ut, B ef ralica vigyo1 a,egom3
la r ±ga j ~n
a to og lo 
 t .L
b.-
 La 
pazden nia~ 
 lagdetermn 
r~lBnerio
e Je 
 VtlcuIo
Sisebii±ap±r t d o 
n dea Ia.
Zinetarge ded
 myalse egtuos
para APLarZfper u3mi1

igulato. 5 c
 

ogtt

An coon e 
qua as 
ontre
dC.uad ental Puea
aotrol dabe ejoce
en~bi a it s laor±e n ulocg i quorinr
, al Bant.con'dEc
0 doi . ~ eCzacin o on
ceu

PaA~Qra Jeosj~ do lct~os do Jug
Plza Bades1d0 dacin±. tadar 
 u b1iare 

:ermedAro 

ae4 pfat de~
fiua ri do 

queI al~ BacenrlPda~
contrlsbeI 

inera baarcer
inti que
1 f n , cua2de 
 l 
c nvr 
tru dos
logig
9
:erme 
i i nt
r io Para . coda Y& adorflna
Sac dooi±6 0 ci U7 g pdr Un0 e feltoF fldi 4 

tancoet blzano entral o nd pl oeu ar
ven ine deru 
 an al± eul
 
d0Cee,r-06"' '" a- a 7iusne cre m
et nd6
Buace ul e 

po a la omltc~abnco de
1.6 Poterda!o IOa t ran.r 
ot 
 eal
 
raquer.ds,
por el. flauo 
 ot 
erirauo 
 se 

Coatra7)
 

http:raquer.ds
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b.- . 
s r c da o j ~ j ,C ~ convrr~jllfondjOT1rr1~~y !o n aijtr eg ar 4~

originad 8a~ al acoafara mp ejecuto 
da 

n l ~ci PItaII r ala 6nC. rEl banco iflterrnsdiari 
tan 

o comroete 
 an
Calj~zar 
 0.1 prcrjcto y as, iflvrern
rea1±ce"11 0 89 e a o
dej14 convor ei~n 
all loo rocurmos proveniantes,1inforz ar al 
Aanfl


lox regultadoe Cn 
d.1 poyolta obe 

r l
 
l

CONT~RATO DE EXPORTACIV 0 roat V~c
 

,o a tLa zim prei4 
"c" o 11 Ir2taner 
v ±8Ofte i r o e t vonA~de ey-portivof
 

* UCUMENlTOS, DR DJ3UDA 
EXTEJNA DEL BN(CETAL 

DE
C(SAlalo 


f1cA-I 
d
 
prozAlrn
~:trn 
 6pesntadoe bajo el de 10ba
aducirA cualquier do

Ocumentoq do deuda
macanam

auwA qju~o", COnversj6n, 


zaortizaci6n aya Ocflcolado .. a
0 renu±ciaia por concepto
 

10s
r.teeo
is ~ o e hayan Venciducancelatdo a, dot dicho. documentmc cmen0 o 8 -,*n eor tlo1 i o ai
Gen j C lona!3 z r iPodrConfomidadc0 ~n c r tratadoo
CInfaormidad 0 torm P011dienten
co4 que
A "00j sarin atendidanlaio qun be IleguenrAcro de 0 a flegoclara ocracento e ,vt4r ao d unR1e
cg.~ 
 Junto con l principal dp
 

R*L bunco interhi-d±arlirluna garaati dehera108 8 equivlante reza4jrt~tui al. al Banco0. de la 1.5% deldeuija valor
canje. extorun -&oialTal aarantla 'JeberA -quo so precentea Prt*Jetar.so 
anUn 
 madlar2 10er 
P.b"saw.
ancano 00 o
do incumm 

t
RIAn durantn al,.irli
o 
 inv.ami~


Ps 1 

po4rA *or 
*i'e:utadaREGISTRO porDE DEUI)A EXTER~ 

http:Jetar.so
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B'A1COl UYCI~NRAI D COSTA 'U1C,j
3."I JOS!, COSTA I~tCA 

cpt l h ,Se au' 0G" 30 
 re± .
 r d
Capitai e
a
ftc Palrdeu InlMont o equiquaIo& fti0 ro,v1do9 da alQ4d& externl a fi i 
tulog presentado et.aa 0 o i*&Jdo).vt e r n datpueda adqUirir 0 a c.log a4de loapar& liovar a a aua lA da d 

or 
-Ox
Pagbod doIIau 

cneEl x 
crddito 
 exte 
rno
concos alotadon I dob 

Para cualquiera

entablOcid rd ormalizre do log
s en el 
 R ee a nt acr 
i 
e ia
18.a 'S~ 
 ln de~ 
 ilterrediriIa~ 
 ~nc 0 Cotarricans6 dt la 


conceptoUel Ri Be la deuda externa ne
 
CenltuidualCouca Rica quo 

compromaeto 
 al. Ban.,q~ a rajutenrarle
9 . umalc , qu o a *ad e BO CV± O h'Aa
obr e r ciI la do a rOx t ibia ~ ex -PLAZo PARA LA 
2 par

FORMALIZACIONS
 

ntrlso 
 5e
raac 0ablOea
tran a~ do Pnra un1
I que la rormali±zPlato Maximodoe Conta rfi 8 0 6 ,a id 4pa r 4na ded 
 a 
 rfe
Qampr de ~~~0 c o 
rhadAao
eie~pra P dr h ser ampilado a 7Sy elou* . CualPra Y CuflfldJ a ju iciO , enaotorgr existan do la IGeratnC n jn 
oo!icha
dSar.e amPlita


dneroc h0 
i~ ar Pn aeanto 1a Plenameno Diadclones % B Btiad

lI OO B relorva
Oftablecid .
dee WzOmentoaer0 moiiaa' Pand el c onditci ones dt~Ine 
a d~ . r lua0exsetOemzue ita jC, a~ ~ n o al gun ,1 d o ta le s 

Atenftameq 
te, 

Luis Rober~~~a 

a~ 



B-
 BLECCION DEL BANCO INTBEREDIARIO Y APROBACION
 
DEL PLAN DR INVERSION 



oop",Auvo CSIAUSIN E 11.L. 

15 de Marzo de 
1988
 
Ref: GG-123-88
 

Senor
 
Rodrigo Chac6n
 
Departarnento Deuda Externa
BANCO CENTRAL DE COSTA RICA
 
Presente
 

Estimado senior:
 

Por este medlo 
nos permitimos 
 comunicarle
Cooperativo Costarricense R. L., que el 
Banco
en el 
 actuarA como Banco lntermedfarlo
proceso de conversl6n de deuda externa que el
'e autorizo 
a Banco Central
 , en sucelebrada el 23 sesi6n 1 4265-87, articulo 5,
de diciembre 
 de 1987, por un 
 monto
US$399.173.oo. de
 

As[ mismo deseo 
manifestarle, 

por el plan
,resentado 

que de Inversi6n
determinado ante este Banco, ha
cono factible desde sido evaluado y
econ6mico. el punto de vista
El funcionarlo de flnanciero 

conversi6n BANCOOP que firmarf el 

y
 
con el convenio de
Banco Central,
Gambero, casado es el sefior:Marcos Salazar
una 
 vez,
Guachipelln de Escaz, 

Ingeniero Comercial,
con vecino
c~dula de de
en Identidad
su calidad de Subgerente nmero 8-047-377,

General 


Costarricense R. L. 
del Banco Cooperatlvo
 

Sin otro particular 
y agradeclndole 
su 
es amable atenci6n, me
grato suscribirme,
 

Atentamente
 

BANCO COOPERATIVO COSTARRICENSE R.L.
 

ING. 
Federo oerToSerrano
 
GERENTE GENERAL
 

FHi/GA/mism
 

APDO U.3a- m N@AN 3NCOOp 
C I TCLFQNO 

8 T3X C544 
a4N Jose C. R. 

http:US$399.173.oo


C- ACUERDO BANCOOP R. L. 
 / BANCO CENTRAL DR COSTA RICA 



ACUERDO
 

i)e 	 conformidad con 
lo dispuesto
Central de 	 por
Costa Rica, 	 la Junta Directiva del
el 23 en Sesi6n No. 	 Banco
de diciembre 	 4265-87,
de 	1987, articulo 5,
acuerdo y 	 (esa disposici6n celebrada
 
se adjunta 	 forma
como 	 parte
representado anexo) 	 de este.
el Banco
por el 	 Central* de 
Costa
una vez, 

sefor Carlos Hernandez 	 Rica,
Licenciado 	 Rodriguez,
en 	Ciencias mayor, casado,
con cddula 	 Econ6micas,
de identidad 	 vecino 
de
General, 	 numero 2-224-638. actuando 
San ":Jos6"
 con 
facultades 


suma 	 de apoderado como "Gerente'
de 	dicha generalisimo 
sin
Instituci6n 
y el 	 limite!de
R.L. 	 Banco
(BANCOOP) representado 	 Cooperativo 
Costarricense
mayor, casado 	 por el seflor 
una 	 Marcos
vez, Ingeniero 	 Salazar' Gambero,
con 	cddula de Comercial.:
identidad 	 vecino
nurnero 	 de San-..Jos
con facultades de 

8-047-377, 	 6d
en.calidad de
apoderado generalisimo Subgerente
 
dan 1o siguiente: 

sin limite de suma-.acuerZ
 

1. 	Prop6sito.
 
El IBanco 
Central 
por documentos de Costa Rica 
en 	 se compromete
colones, 
titulos 	 a intercambiar.
emitidos de 


entpresa 
por el Banco Central de Costa 

la deuda publica 'externa:
Prolex 	 Rica YIque le
S.A. hasta por"la. 	 presente.-1a
suma de US$399.1

7 3 0 0 . (val6rz
sos 


cial) ello-con el. prop6sito de*que dicha.-firma.iinvierta fa-_=
de "la: conversi6n 
en 	un proyecto "de los-recur
produccifn
de 	puntas de cautin y expo**tac .n
a terceros 
mercados
siguiente rubro del plan de 'inversi6n:: 


en el
 
Capital de trabajo 


USS399,*ll
2 !.-,ncJ 	 3 . V. Rd im, 
w
 

2. 	 L de incentivos y precjo e.conversi6n. 
 {,,-3La inversi6n clasifica dentro del Grupo.A,. definido en 

para la conversi6n, 
 y se 
 la.-"Guia
 
fijo de 	

le asigna un precio0 valor de conversi6n
un 39%.
 
Lo anterior, dentro de
para la conversi6n los lineamientos 


a colones 	 que establece.law.-Guia
de .titulos de- la. deuda
Banco Central de Costa Rica"	 
externa.del
 

Titulos en colones: 
 """ 
 9.
 

documentos 
en 	colones 
(Bonos de 


A cambio de los titulos de la deuda, el Banco Central entregazd
siguientes 	 Estabilizaci6n
caracteristicas:	 Monetaria)cnl
 

a. 	 Los montos 
ser~n 
los 
resultantes de:'aplicar;, 
a losrval*rQs-G.\
 

3 



d, 	 conversin (defin.idos on

l)i(ieinterL)nalnario el. punto anterior, el tipo de
paia 	 cambio 

en 
Ja cUIn,)ra de divisas vigente moento
que se formalice al


la transacci6n. 
b. 	 Los plazos en 
ningun caso pueden ser
cificados 	 inferiores
en 	los titulos de a los espe-:
versi6n,' mas 	

la deuda que se presenten para la'con-.
tres 
anos. 

tres anos, 6 ste 	

Si se opta par un margen mayor
se aplicard por igual 	 a .esqs:
a todos
nes 	que se entreguen en el canje. 
los titulos an'--1-_
 

o
 
c. 


Rica 
con 
La 
base 
tasa 

en 
de inters la determinara el Banco CentraldeCosta
los 	vencimientos 
de 
los 	:Bonos 
de Estabilizaci6n:
Monetaria o titulos similares para los plazas respectivos.
 

4.. 
Control Y fiscalizaci6n:
 

A efecto 
de 
que 	.el Banco Central
control sabre 	 'pueda"ejercer
las 	inversiones, un..adecuado:
 que se
transacci6n, 	 realicen
los 	recursos , en con. base en :estacolones
de 	los producto
titulos de 	 de la conversi6n&
 
par 	

la deuda deberdn ser depositados
el BANCOOP 	 y administradospara cuyo efecto esa 
entidad bancaria
a cumplir con 	 se cnmrm---.las 	siguientes condiciones:,
 

a. Previamente
BANCOOP 	 a la formalizaci6n
presentard 	 de
al 	Banco la transacci6n,

proyecto y lo 

Central evidencia 	 el-:
 
evalu6 para determinar. 	 de que analiz6:,8e1


su factibilidad econ6mir-4-_

nanciera.
 

b. 	 E± ONLUOP sera 
el 	depositario
dub 	originados en y administrador delos-.fonla conversi6n,

forme 	 y los entregarA'
se ejecute 	 a 'la empresa con-'
el 	plan de inversi6n. 
 Mientras ello
fondos no 	 ocurre,9 los
utilizados deber~n mantenerse 
en
Monetaria 	 Bonos de Eq-biizaci6n:
emitidos 
en el canje.
 

c. 
 El 	BANCOOP fiscalizarA el
se:realicen 	 proyecto y las
con 	base en inversiones 'que:
e informarA 	 los recursos provenientes de
al 	Banco Central, la conversi6n:
cuando
el 	 asi
avance y resultados del proyecto. 
se le solicite,. sobre.
 

.
 
5. 	Contrato de exportaci6n:
 

Es requisito indispensable 
para la formalizaci6n de 
esta tran.
 
sacci6n que la empresa mantenga vigente el contratoade exportaci6n.
 
6. 
Documentos de deuda.externa del IBanco Central.
 

Al 	valor facial de
bajo 
el mecanistito 
los documentos de deuda externa presentados
de 	conversi6n, se
que 	se haya cancelado par 

les deducird cualquier suma
concepto de 
amnortizaci6n 
a refinancia



ci6n. 
 Los 

ciaIcelado 

intereses vencidos de dichos documentos 

podr~n ser 

al momento de formalizar el canje por 
que no se hayan

traLados 	 titulosalternativaiente 	 en colones,serdn atendidas 	 como. sumasde 	 conformidad pendientesa negociar con 	 con los tdrminos que
los 	acreedores externos de Costa Rica,

que se ileguen 
o ser incluj

dos en.la operaci6n junto con el principal de los documentos, 
7. 	 Rendiuiento de garantia:
 

El BANCOOP 
 rendirA al 	 Bancoal 	 , entra115% del valor 	 una garantiafacial de equivalente
se presenten para el'canje. 
los titulos de la deuda externa. 
a las regulaciones Tal garantia deberd'.sujetarse que
 

generales 	 en-todo
existentes
el caso de incumplimiento 	 sobre 'el- particular..en
especificamente 	 el desarrollo'del 

en 	 plan de %-invers±6nr
tada por el 

el rubro ya mencionado" la garantia serA..ejecu_
Banco Central, proporcionalmente 

al grado di 
ncumpxi-..
miento que se detecte.
 

8. 	 Re d_ee capital o de deuda:
 
Se 	 autor.iza el 	registro
un 	 de capital o,onto equivalente al 	 deuda 
externa
24% 	 hastatados para 	 del valor facialel 	canje. de los tituios-presendeberA formalizarse 

El crd to externoal o inversin 'de capitalde 	 acuerdo. con lae:.condicionesen el Reglamento establecidas.
para el Registro selectivo de capitales.
9.. 	Asignacin titulos de deuda externa:
 

El 	 BANCOOP se 	 comprometeCosta 	 a reintegrarleRica cualquier suma 	 al Banco Central* deservicio sobre 	
que reciba en exceso porla 	 deuda conceptodelexterna, relacionada.que 	 se acepten con los' documentospara el canje en 
esta operac16n iilares de conversi6n.
 

10. 	Plazo para la forntalizaci6n.
 
El Banco 
Central 
de .Costa Rica
45 'dias 
naturales 
para 	 establece: un.:plazo.:mAximocuales la .formalizacjr *de* 	 de
se contar~n 'a 'partir.del 	 esta"transacci6na
 

08 de
23 'de febrero de 	 enero de 1988
1988, plazo, que y haSti"el
la GF-rencia :siempre. y cuandam. exista 
puede ser ampliado a juicipId_
das. Para otorgar'dichaa. razones plenamente justif.ic',
 mliai,,
el 'derechode 	 el Banco Central,modificar. 	 __ 
 "-
el *intercanibi' las' condiciones- aqui 	

e-v
 
si 	 considera establecid s
que. la 	 .
situaci6n 
existente.
momento. amerita modificar alguna.o.a It u c 	 i en eAx ientein e
 

http:justif.ic


En fe del anterior acuerdo
i 1os veintthn firmamosdias del en la ciudad demes de marzo San Jos',de, mil novecientos y uchu. ochenta 

!arlos Ilerhndez Rodriguez'/Banco/'Central de Costa Rica Ma-azrP/BAN 6P G bero 
*',.. 

l .. 

99 

.,: 

*7 , 



D-
 CONTRATO DE ADXINISTRACION 
BANCOOP R. L. / CLIBNTE 



EIILre o] BANCO COOPEERA7IVO 
COSTARRICENSE 

.L.mento d LComercisl, con e cdula depersona juridica numernsesente tres- ceroY un mil doscientos sotenta. 
cero cuaro- cero

cInco cero treeinscrita an el Miniterio de ITra.5 bajo 
 Se uridadSocialm edianteresoluci6nnu mnero
dos Folio trescientos ui-!er-uince (s ochenta res,TomoAiento 
7 

mil setecientostrecedelvede mi novecientos ochenta y 
e diiem britres y .-- . con c~dulo -uridica numero8 to uJo- cero tressetenta nueve mil setecientos cuarentaContrato de cincoMandato se celebraelre presenteulado or as cla6sLas ue adelantese onsiCoo eratjvo nan.ElBancoCostrricense 

odra Ilamarse are efectos de11 

13 

"BANCOOp or su Funcion en este contrato como 

,ztdoe et at o uGerentesehiorFedeico esado dos veces Economistn A ricola vec-i 

"El 

este contratoimlement 

Mandatario lene e 

S-a 

14 numero uno- doscionLos sesente Y ocho- ca 
IS ons'a en elie 
16 ridad So al •e, 

" 

18 

19 con cdula-de Identidad n6 mero uno-trescient 
ssnta20 uatrovecino de - trescientosResidencial Los lueveColegios, Moravia, actuando

21 como Apoderado Generaimcpersoreria inscrita al Tomo cuatrocientos incuenta y seis, Folio ciento cuatro, Asiento22 noventa y nueve. 
23 CONSIDERANDO: 

1- Que la Junta Directiva del Banco Central de Costa24 sesi6n NQ 4265-87, Articulo 5, Rice, en eucelebrada el 23 de diciembre de 1.987, dispuso autorizar25 a a_8dnrijstraci6n 
del Banco Central para que procede25 colones, a intercembiar, par tituos enpagares de la deuda pblice externa, emitidos par el Banco 'CentraldeC27 Rica, que le presente la f'irma Prolex S.A. haste par la suma (en valor facial), de U.S.

2$ 399-173.0(Trescients noventa29 2- Que los recuraos en 
'uov mil ciento Sctenta tres dcklhres).colones roducto de la conversion de los titulo]S de la deudapa bcrhn por de ositados de.administrados 8or un anco lntormediario. siendo interpe HI p 



Contrnto de Mendato
 
Peg. NQ dos
 

I lex S.A.- ni RInnn rh on3nf i-mflrn nr. pi 
olcbra.oj rc-ote'tontrotode 'Mandato ue se re Li or Ins sJ ui~ntes "
 

3 Prmmeuterrn Pnra and..
 

4 

S1 undo:m n este dinero n soiconcs del Mandante BANCOOP R.L. roceder6
?a a cor r.,de titlos de deuda externa de Costa Rica del Tramo U, or un monto deI U.S. $ 399.l73.OO(Trescientos noveIta nueve ml ciento Getenta tres con 00/100)
9 (Valor facial) al S.. ank Co oration Brand.. 
o IDrcero: RANCOOP. R.L.tLransferir6 al Banco Central de Costs Rica is totalidad deIt los titUlOS do d.uda terna ad ui'ida Y recibe de iste Bonos de estabilizacibn flonet2 tario en ins condiciones trminos indicados en -1 acurdo de In Junt13 Banco Centraf do t su sesi4n Ngh65-87 Artfcalo 5 celebrada el 23 de diciembre de14 1.907 el rs ecbvo acuerdo establecido entre BANCOOP R.L. ci Banco Central 

A P11 a nran adm irestrados d econ1ormidad c on io es tnulad o n . c d 

17 
n

is uito. RANCOOP R.L. a 
M 4 npj r pt .raavs de BANCOOP Valores rocoderi cuando corres on-
Is da a li uidar los Ronos do estabilizaci6n monetaria a trav s de ue A antes , utorzadoc 

20 en 13 R ia N conal d o V alores. - -o 

21 Sextp: a solicitud de do conFormidad con e i cuci6n del Ir, Invrsonos"22 RAC. R. 
 r el roducto de la vents de los Bonos de estabili.23 zacibh monetaria. Mientras ella oc ndos no utilizados ermanecernen Ronos 
24 de estabillzaczn monne e.'Custodia.
25 SL tima: ,.- -- so corm romote a invertjr los reuso rodu.t.

2u6 doi o-ejneaie ~21 el prno-f 1.od roouct d8 la convers=i~n enrduco export acion de ntas e cu.fn terceros mercados en 
27 
 ld Ta 
 d conformidad con el ]an de nI~n 
 ieobdo
par
21 In I' -
 "L'!'1,11 n n p " ,-
 r-p17v 
21 - rend.rnf a i del ainp 
30 Octavo: - rend r ha B A NO OP n o aran a e uivalente l 1 ! de valor fa

http:olcbra.oj


Contrao de Mandato 

Poo N9 tres. 

ci de' 10- titulos dr In druida ewtrrnn que sp Prcr.entp rnra cIitmf n n ~ el nj
Itrnl. tILI ojr ntin deberb cul trm en todo a Inn requincione3 igncralcl i htcntc-i ari,rt 

2 Cl prrculnr. En el cn!,o dr incusmintenIre.v Jorf1d nI cuin 
4 an'Umfn ,In nrnnLip aRrb rj cutndn per BANCooF' R.. popoainnimfw ei amcod 
S zuirt.m limuntnotiu.;(- dr'trete. 

I Novenwtw po rtes acuerdan lue BANCOOnp rribt -- Cln honrra ou 

-nnn 

13 O imr? El presente Mandato tenajn. t'ncj8detrsvee.Cnao utrd 
14 su firma. no obstante en caso de ncces dd odr re-L rs rpodcm malajhosts 

iSio pre aetoncluid el 
ii Mrinrnto a(n Ont de p1 m n0 o u 

22rcar Marit ciIlyr nndelmAfMai, ml 

0 is nrnormeI r ir nan mo e ld d d a o & c i ~~~ o c m r o d i o 
veciabrdEL nlam ImOcho. le tio .m. 

21 Srtarcointon o erez Sr manilas Heederic 

20 1aAnadcroCenerar ~mo -
de--4Lb 



E-
 RBMISION DE GARAKTIA AL BANCO CENTRAL
 



tBAt'P
C0 BANCO COOPEIATITO COS'ARIU1CNS l,. L.
 
l'elft 1 - Ajiiruidi 486-1(07
"-504-

S.il Jast;. CoJsta Rica 

SOLICITUD PARA GARANTIA 

f\iont,, C 4.382.919.60 
...............
............................ ......
-Wa 28 de marzo ......... Monto $
de 1.988" lit$ 

(;arantia de I-I Participaci6l , Cumplinient 

.......
l'or cuenta de: ..........
 

A favor de: ar
........ .ai d o ............................................... 
..................................
FVchal vellciniento para presentacibn de ofertas 

Plazo:..... m ................ d nciminto.... . jno. do 1.988
ses c a v ... 
. . . . . . . . . . .. .. ............U(41tac66..........................1 . P a de N . ...
Pdblica 03 Privada Nv
 

RIrua: Garantizar plan de Inversibn de  .._.-de coniormidad con punto 7 de 
e ..d . . . . .. . .. ...........
.......
... , ,...
BN
ac CPL .......
. .......
entre ..... ..., .. acuerdo firmado BANCOOP •. ...... ..........R.L.y. el Banco Central. . ......... .... 

. . 

de Costa Rica el 21 de rnar,.°°°
. .° ....
 

zo do 1.988 ......................................... ................................
 
IPtuhlicacda en Gaceta N9 ................................... ( ei
 
Adjudicada en Gaceta N9 ................ .................... del
 

Garazitia ofrc .da ................................................................................................................
 
....... ""°...........'°'''''"°"''"''°'°''*'".........°....
............. 


--- °........:..
 

Firma ..Mr.Co..A.yrez.Bonitla ..... ......
 
CU&I& N, 1 6 

NOTA: 

lavor presentar la siguieute documentaci6n como requisito para darle trAmrite a su solicitud:
 
a) Cupia del cartel de'licitaci6n.
 
b) Balance de situaci6zi 
 y Estados de Pcrdidas y Ganancias dehidamente aurlitados de is tres

itLintos afrts y oU'o a la fecha regis reciente.
 
c) Lista de accionistas y su participaci6n en el capital de la enpresa.

d) Cupia de la escritura de constituci6n y modificaci6n a la misma.
 

Costo del servicio: 

Participaci6i': trimnestral o fraci6ji minima C
 
Cumplirniento: 
 trimestral o fracci6n minima C 200.000.00 

Para uso exclusivo del Banco: 

. ........... 
.......
.. Timbres 
Aprobada por ~ ... Etu
 

Aprobada.................... .......... Etdo7............. 
 Z:..........
 
Fc ............... .............. . TOTAL.. 
 ...............
 

'I , ,,t. (,.-I, 3. (' ,'U 

http:200.000.00
http:4.382.919.60


Iu COSTARr'3ANCOOP '"UAA,;UUR , IV~U "E SE. R. L. ' - N -: - ELEIONO33.50.44 APARTADO 3S-1000 
SAN JOSE. COSTA RICA a. " 

" 
.. 

3" 
GARANTIA DE CUMPLI.IEFlTO 

-

Scriores: BANCO CENTRAL DE COSTA RICA 

Estimados' seriores: 

Sirvase tomar nota de que hemos establecido 

irrevocable sujeta 

a favor de ustedes una garantla de pago
a los siguientes tdrminos y condiciones: 

NUESTRO NUMERO:i,,,.. :GC-91 

POR CUENTA DE: 

POR ORDEN DE:
 

A FAVOR DE:. 
 BANCO CENTRAL 
DE COSTA RICA:
 
POR VALOR DE: CUATRO MILLOIIES TRESCIENrOS OCHENTA Y DOS MIL NOVECIEOS 

DIECINUEVE COLONES'CONUTILIZABLE SESENTA CENTnMOSa partir del dia: 28 DE MARZO DE 1988 hasta las
 
quince horas del dla 
 28 DE JUNIO DE 1988 
GARANTIZADO: PLAN DE INVERSION! DE DE CONFORMIDAD CON EL PUNTO 7DEL ACUERDO FIRMADO ENTRE BA14COOP R.L. Y EL BANCO CEMTRAL DECOSTA RICA EL 21 DE HARZO DE 19881- ° 

Es condici6n indispensable para hacer efectiva esta garantia la presentaci6n del docu
mento original.
 

El uso del valor de esta garantia debe ser hecho porpor el valor correspondiente ustedes girando a nuestro cargoacompahando
da por ustedes a Banco 

al giro una declaraci6n en duplicado dirigi-
Cooperativo Costarricense, R. L., exponiendo 
las razones porlas cualos hacen efectiva la garantla. El 

me responsabilidad 

Banco Cooperativo Costarricense, R. L., no asuni compromiso alguno por la veracidfri He las razones aue nnrhacer efectiva exponga:
 

en Ia declaiacion mencionadaBANCO CEHIrATLL DE COSTA RICA
en este pArrafo, ni se obliga a.ni en verificacionos, todo intervenir en inspeccioneslo cual c-soda
el a riesgo do los interesados, en consecuenciaBanco Cooperativo Costarricense, R. L.. se limitari a efectuar el pago de la suma queBAIICO CENTRAL DR COSTA RICA.gire on las condiciones artes expresadas, 
 dentro del plazo de validez de esta garantia.
 
Si al venci'niento de la garantia, 6sta

tomticam~nte no ha sido hecha efectiva, su validez caduca
y tanto nuestros principales, como au

los suscritos quedan desligados detodo compromiso o responsabilidad, no solo para lo
rente 'a 

futuro sino que tambi6n a Jo refelod, hechos ocurridos durante la vigencia de esta garantia. 
Nos suscribimos de ustedes sus atentos y 
 segros servidores.
 

BANC CO RATIVO COSTARRICENSE, R. L. 

.......... .. F.. lirmas riondus 

http:ELEIONO33.50.44


-
 RECIBO DR DOLARES DEL CLIENTE PARA
 
LA COMPRA DE LOS TITULOS
 



ICO COOP[RAIIVO COSTAIIC[N.9 I. L 

-'K 22 de marzo de 1.988 

Sefiort
 

Marco Antonio Perez Bonflla
 
Apoderado GeneralisJimo
 

Por este medio hago constar, que he mos recibido el chequeN2 021443, del Banco Central de Costa Rica, por un monto deU.S. $ 50.000.00 (Cincuenta mil dolres), y el cheque Ng 102 delOf A m6rica por U.S.Bank $ 18.857.34 (Diescjocho mil achocientos cincuenta y siete con 34/100). Dichos recursos ser~n emplea
dos para la compra de litulos de deuda externa , de conformidad 
con el Mandato que se establea entre la Empresa 
y BANCOOP R.L. 

Atenta mente, 
Banco oPEraUvo Costarricense R.L. 

SGa Alvarado Bogantes. 

AI'DO. Si59 lo0 SAN JOE TEL£X&Zo BANCUC W, J. TELIEVONO 310-44 IAN JOZ. C. IL 

http:18.857.34
http:50.000.00


- CONFIRXACIOR DE COMPRA DE TITULOS Y DEPOSITO 
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ASSIC11MENT 

AG3U.E.1Z1T
 

March 23, 1988
 

TO: Banco Cooperativo Costarrcense
Apartado 8593-1000 

R.L.
San Jose, Costa Rica
Attn: 
 Ing. Marcos Salazar Gambero
 

Gentlemen:
 

(the We refer to thobligations'described 

.
alligitoalour right, WeYOU, hereby on Exhibit Aat ~b prh~~agreeand you hereby Purchase to eltitle and interest Sel,t transfer and
pay for and receive
in and Under the
the following
,on
(1) The assignment 

terms and conditions
on, and become effective
Date#) as ofof the Obligations.
 shall Occur
 
the date hereof (the "Ci
 

evidencing
the Doc
Costa Rica On the
the Obligatjo
entatAt 

(2) (a) We agree to deliver
ou 

.1-____e___Clao s
ionummate
(theu1 °)cum
Ct (t a Promis,,
a
anI ry note(b)cu th ss
nic w b 
) to You in
 

will be held bUntil delivery 
thereof 
to
y us for your account,
 
Obl(b


onbhl In Consde
on the Closing Date of 
r 
U'S.$

ogsing~to atIon Of ourYOU' assignmenthereby agree to make a 
Of themade to Asset Manageent 68,857 . .
 Such paymentpaymentSwiss Bank Corporation, House Account to us
 

34
should beno. 0-467-860050-080
New York Branch (ABA no. 
 of
 

accre (3) We will 026007993)
uderahe Dun
accoued e 'i
that o udr the te o any interest and fees
th _ .dy Dc tati

th
thea ta dan 

prior
rior 

to the clo.singoe 
in respect Of the Obligation.
ayeih s tv tc h
Date af ,
interest nd, in the event
 

account to us therefor and credit sUch interest

may be) 

or fees, you shall promptly

or fees
or Aofnoaccrued 

to our Loan Temp. Account no. 
(as 

UnderObl f wiW
Swiss Bank Corporation, New York Branch

not be entitled
the Documentation 
 to any interest
Oligat s On in respect Of theor after the Closing Date and in the event 



2
 
that W. rceive
account to you any Duch interestherefor or fee,and credit wethe case such interesthall promptlybe) or feesInternacional to yod account (as

de cay no.Costa 5006-60009Rica in Miam, Floridaf with pancoof Dancoop A.L., to the eccoutwith telex advice to 3230 Bancop. 
(4) On an1 after the Closing Date, you will have all
of our rigilt
respect of the 

and oiligations
Obligation. 
 under the Documentationon the Closing Date, you and We

original Counterparts 
in 

agreen 


Wili each prepare, sign and submit separate (or combined)
of the 

reasonably Foti acknowledgment and
set forth in Exhibit B and take all other actions
 

deemed and
necessary

pursuant by Us to effect such assignment
to the Documentation.
 

Dcate tha
(5) We represent and warrant
a)the information as
awner Of the ii 
 set forth in Exhb
interest 
 ( ) we
- bligati n s is
 ,
intresI 0 

are the legal andclaim or beneficiai 
Whatsoever other 

free and clear of any lien,chargnor any defense or encumbrance security
 
or counterclum of any natureguarantor agai
have known to Us Whichtaken agi"S

has been asserted by or is available
us, (c) avi al t ̂ ?wave taen a_. we have to anyany oblobl .go o r h
action nturnecessary
all other documents 
full Powr and authority and
no goverutl 

to execute this Agreemnt
authorizations 
to be executed in accordance and
execution are herewith and 

our 
requireddelivery and Performance in connectionsuch other docWats, withlegal, valid of this Agreemetand and

,and (d) this Agreement constitutesbinding obligationagainei,.us in aindemnify accordance of Ours, enforceableYou agains withany lo its terzs.
Obligations expense We agree to

by you as a result of our or liabilityS f = u i failureree and clear of to ai incurredof
clain toryoor other any lien, th^ nsecuritycounterclaim charge or encumbrance assigi interestreferred to or any to you thaepreceding in clause (b) defense orsentence. of the 
Closing Date, 

You represent immediately 
have taken a 1 that (a) and warrant asaction you have of thenecessary
all other documents 

full power and authority and
no governmental 
to execute this Agreement
authorizations and
your execution, 

to be executed in accordance 
herewith andsuch are required in connectionOther delivery and performancedocuments, with(b) this Agreement 

of this Agreementvalid and binding obligation constitutes and
in accordance 

eligible, 

of Yours, enforceable a legal,
with its terms and again
under the Documentation,(c) you are qualified s t you
of the Obligations. and
Each of us 
to receive the assignment
shall be responsible 


own expenses incurred in connection 

and related documents, 

with the preparation 

this agreement for its
 

including of
 
but not
 

http:againei,.us


imited to, / iu fees and disbursements of : legal counsel. 
Any"notice to be given hereunder, other than in accordance 
with Section 4, shall be in writing and sent by telex with 
confirmed answerback nr by facsimile transmission and will be

dccmed to be given when reccived. Each party will promptly

execute and deliver all further instruments and documents, and

take all further action, as may be necessary or appropriate to

implemont the terms of this Agreement.
 

(6) Except with respect to the representations,

warranties and agreements contained in Section 5, this
 
Agreement and the amsignment made hereunder shall be made
 
without recourse, and we shall have no liability to you under
 
or in connection with the Obligations. We do not make any
warranty or representation nor shall we be responsible for (a)

any statement, warranty or representation made by any obligor

or guarantor in or in connection with the Obligations or any

document relating thereto or for the financial condition,

creditworthiness, status or nature of any such obligor or
 
guarantor, (b) the proper execution, legality, validity,

enforceability, genuineness, sufficiency or collectibility of
 
the obligations or any document relating thereto or 
(c) any

event of default under the Documentation. You acknowledge

that you are familiar with the Obligations and the
 
Documentation. You also acknowledge that you have,

independently and without reliance 
upon us and based on such 
information as you have deemed appropriate, made your own 
credit analysis and decision to enter into this Agreement. 

(7) This Agreement may be executed in any number of 
counterparts and by different parties in separate

counterparts, each of which when so executed shall be deemed
 
to be an original and all of which taken together shall
 
constitute but one and the same instrument.
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(8) This Agreemunitconstrued in accordance shall be governed by nndwith the laws of theYork. State of NewThis Agreement contains the entire agreement between
the parties hereto and supersedes till prior oial and writtentataments.
 

Please confirm your agreement with the foregoing by
executing the enclosed copy hereof and returring the same toUS.
 

Very truly yours,
 

SWISS BANK CORPORATION,
 
NEW YORK BRANICH
 

Title, ur- chmoi-

Title:
 
to SPIC±Jaric 

Agreed and accepted as of the irst vi 0 tdate first above written;
 

BA14CO COOPERATIVO COSTARRICENSE, R.L. 

Title: 7 



EXHIBIT A
 

DESCRIPTION OF O13LIGATIO1|S 

OBLIGORS: 
 The Obligors identified in the Agreement referred
 
to below
 

AGREEMENT: 
 Agreement, dated 
as of September 9, 1983, 
as
amended and restated as of May 29, 
1985 among
Banco Central de Costa Rica, Republic of Costa
Rica, the Obligors, Banks and Syndicate Agents
listed on the signature pages thereof and Bank of
America National Trust and Savings Association,
Coord:nating Agent (including the Guaranty set
 
as
 

forth therein)
 

COORDINATING AGENT: 
 Bank of America National Trust and
 
Savings Association
 

AMOUNT AND TRANCHE OF
OBLIGATIONS ASSIGNED: 
 U.S.$399,17

3 (Tranche II)
 

r'Y 



EXHIBIT 
B
 
140TICE OF ASSIGNMENT, 

ACkInOWLEGMETAND AGREEMENT TO DE BOUND 

andOfSavingiAsAmeric . ... 1988Bank3 
d SsociationNational 
Trust
 
as Coordinating


San Francisco Agent
MOntgOMry Streetloor
California 

Attention: 94104
 

Ms. Sharon Schwartz
 
Global Agency
 

Banco Central de Costa Rica
Apartado 
Postal 10058
San 
 Fose,
Costa Rica
TaleX: 
 2163 
 BANCENT
Attention: 

Roberto Avendano
 
Oficina de Deuda Externa
 

'4illisterjo 
de Hacienda 

Credit
Republica 0 Public
de Costa Ricae 0
Apartado Postal 10104
 

San J)se, Costa Rica
 

Re: 
 Agreement
and retateddated as of September 9,
as Of
ndeCosta Rica, 29 1985,
sRepublic ofuliay 2 1983, 
as amended
Banks 
A Syndicate 
among Banco Central
or Costa Rica, the Obligors
Agents listed
Sira s 
soc iation 
on the signature
 

pages thereof and Bank Of AMerica National
s C or 
n at Trust and
-~as A e t(ol l d n
the Guaranty Coernatn 

set forth therein) 

Agn (i"=[ncluding 

Gentlemen:
 
I. 
This constitutes notice to each of you,
 

to the above-capti
Bank cO2.ortiot agreemen

N.ew York Branch ft 
A 
he aubs 

COer tgne assent
Usigr ...'uS, a,Costarricen. by
agreight, rigt e(th RL. hs
e , (the "Assig, ,yt
with effect from 
e Assignee") Banco
title, interest and obligations OfallOe
Accu interetO 1988, in th ne 
sch
res U-S- Under suc
3n or aftecint ther on 13
thereon in respect Of any Period


18n. fr _ 
17 o , in theagrat
(Tranche II) _ togetherewtcommen in
_enc9ng
 

iuch agre 2. The Assignee
0
 hereby acknowledges

ment and, Pursuant 


:itle, the terms of
 

1grees to he bound by, to Perform (to the extent of the right,
 

to the terms of such agreement
 
interest and obligation. 


so transferred 

nd assignede to
 



2.
 

all of the Assignor~s obligations under, and to be under
same obligations towards each of you as 
if it
ginal bank party to, such agreement with respect to Guch
.fcipal amount.
 

had been an 

3. The addresuLmunications of the Assignee for notices-andention: is Apartado 8593-1000, San Jose, Costa Rica,
 
otherIng. Marcos Salazar Gambero.
ignee should be made to
ernaciozal All payments to thede Costa 

account no. 5006-60009 with BancoBancoop R.L., 
Rica in Miami, Florida, to the accountwith telex advice to 3230 Bancoop.


4. This Agreement 
may be executed by the Assignor
 
the Assignee in separate counterparts,
executed and delivered shall be deemed to be an original
 

each of-which when
all of which taken together shall constitute 
e agreement. one and the
 
IN WITNESS WHEREOF, each of.:the under;signed has
 

3ed this agreement to be executed by its official, officer
Agent thereunto duly authorized.
 

3s BANK CORPORATION, 

BANco COOPEPATIVO
7W YORK BRANCH,Assignor 


COSTARRICElISE,
 
as Assignee
 

By Title: 

tie: 



- ASIONXENT AORZXBNT Y NOTICE OF ASSIONXNT FINAL. 

Y RECIBO DE TITULOS DE DEUDA EXTERNA 



aco IStAIMR1 
 ImANu 
 L 

24 do marro do 
1.908
 

Refs GG 139-88
 

Sefior:
 

Roberto Avendefto
 
Director Deuda Externa
 
Banco Central de Costa Rice
 
Presente
 

eaLimado sefnori
 

Conforme,.e 
lo indicado 
en el punto 3 del
el 21 acuerdo rirmado
de marzo de 1.988, entre el
Rica.y el B3nco Central de Cost. 
r
Banco Cooperative Coatarricense R.L.
mitimos eolicitorle que , nos perse 
procede a Intercembiarncs
Bonos de Eatabilizacibn Moneteria, el 
per


titulo de-
ternas deude exque adjuntamos 
endosado 
a nombre 
 Banco Central
de Cost. Rice, cuyo monto facial 
Oel 

39 9
e de US.$ 
 .173.3.Aal
mismo le entoy remittendo pare In 
firma respective, el 
'onveiiio de Asignucibn de dicho8 tituloe (Noticm of assignment)
 
Sin otro particular y agrmdeciindole 
su amoble atencibn, me
es grato subcribirme,
 

Atentenente,
 

BANCO COOPERA 
 VO 0SARRICENSE R.L.
 

inv. tmr) 
 SaI' emrCmbero
 
Sub erente, enera
 

* AM man TZL3ZULUS C. IKLak iN0a SAMJIE* 0.3. 
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:PAY WIS ANUL;ORPORAM
.:.w WSV0RIV-WWTHOU,. 

*.:--SEC~URITY-PACirIC NAIONAL-9AN 
 -
-SAN 'JOSE, 97COSTA ARICA 

ARC11 
 .3,--,988. 

.:r'iv I U*:IHE- ORDE OBACI*COP.AT1I!D*OCP-S!ARRICENSE:R-.IJ..
 
~COSTCA R ER or0
,: I AC.COE __. 

k:SWI.cS 
BANK- CORPORAT ION,.-.qW,-YORK.~
 
JSAJOS.z&COSTA_ RICA.
 
.MARCH- .2S,=I;988i7
 

:,Pay.to the order.-of.Central Bank: or costs-flit~a
 
- i ut recourse
 

%kS- RI aarianeR.L.
 

....n S Rica.
 

M~rc~l;
 

http:k:SWI.cS
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J- SOLICITUD DE CONVERSION AL BANCO CENTRAL
 
Y NOTICE OF ASSIGGNKBNT
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PAY 10 
TiiE OnoRE or SWISS BANK CORPORATION NEW YORK, W1THOUT
 

SECURIlY PACIrIC NATIONAL 
BANK, NEW YORK.
 
SAN JOSE, COSTA 
RICA
 

MARCH 
23, 1.988.
 

PAY 7C 
THE ORDER or BANCO COOPERATIVO COSTARRICENSE R.L.

COSTA RICA 
, WITHOUT RE 
 SE.
 

SWISS BANK CORPORATION, NEW YORK.
 
SAN JOSE, COSTA RICA
 

MARCH 23, 
1.988.
 



-- 

r j ILdoi i.: L.. A i %.1ic
 
A LLe.rL L IOu* IcUbertc, fiv4-iauc, Uli..i 
aa UP. .Ie:Udba .kia 

~X~~jkOLAuttil.'a- 1J!Ai~t. i iust & taviijg~.a j'i tja
jL'.yU' 4,t-izC~v
 

*.Ia14 }oi..F L *-aa, (,.a I1.I cirzjiL : '.j4 104 
AAIm-11tI.c A6-. al.1iIWI Z L.A. /' i~ilu-z 

IcaU. 11 Republic~ 01 Costa~ Rhit. 
MLi i i, Lexi It, '.. .H.2. i I !I1- di !j tY 6!d i Loa ib i -s..u.Ape.:l Ladu Vu: .LCaJ .1Iut:'i
 

~ ~. Li .- CnL..a Ric'. 4 .
U: i 

~ ~Y~Ic~ia1 ~iiujre caim1L ~~at...dd cui. 01 Ulu-~ dUtiday. 0~ 1 

Yelecie Lc, S')eCtiaui: IJ.Ci011
 

iea aI~si~naoii 
 la to U. S. £1.'j,. Ii:-. 00~ 

U,- !-a -I!i ~ii-s 

AjLI'uj.:. 

1~~~~i CJCAJ11ci 1, .1. OI1:. 1eh 1"'. Vi 

TheAS~igai~t is znaae to Ba&nco Curntral"Assiueft*) die UoiattVTai~ Astirijnerit is hic (heiirctive &* 2&V4;6=of mar". 

4- Interest payable on the assign~ed h)IIouLt iZL ~etU. allyjieriad comeucig an anad alLur the~ I'-ItIVU date~, Iz. to~ i)lpaid to th.. Atisigne~e. 



i L .j . * ~ *I* * 

i.'iOIi'li9 , iL± 

................. 
 . ,. .. 
 a. 
 . .
 .. 
 . .
 .
 

11 ,Li L L U l , -- -"
 

,'1., *,.*-z
* t 

i}J.I,k4 2C},
( i }vVC{,.: ll!J';l~ 

.sLt Ia. 1 .j.' .1... ... . 

lco I 

.llX I 

i-£, J '.t';I.J,. '.IUI ,c1 ) 



Debt for Development 
 Page 21
 
Costa Rica Mission
 

D. Current Costa Rica Debt Swap Programs
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ANNEX D
 

CURRENT COSTA RICA DEBT SWAP PROGRAMS
 

As background information, ma:rket interest rates 
in Colones
 
are 24 to 30 percent for most general lending in Costa Rica.
 
Debt can be bought at 12 - 15 percent of face value but the
 
rates 
are going up because of conversations in New York,

Washington, and with the Paris Club to renegotiate foreign debt
 
and try to take advantage of the "Brady Plan.'
 

Two of the options they are considering are: use IMF/IBRD and
 
possibly AID resources 
to buy back their paper at a discount
 
and some kind of debt swap program.
 

Debt paper is 
held by foreign banks for non-performing loans
 
taken out by the Ministry of Hacienda, the Costa Rican Electric
 
Institute or company (ICE), CODESA 
(a Costa Rican Governmental
 
holding company) and the Central Bank of Costa Rica 
(BCCR) . The
 
BCCR has been willing to consider swappinq debt paper back
 
through at 30 - 40 percent of face value but in 
monetary

stabilization bonds. Example: 
You buy $1.0 million in face
 
value paper. The BCCR only give2s you US$300,000 in Colones in
 
monetary stabilization bonds paying 23 -26 
percent interest,
 
some of which may be convertible (negotia.le) and others which
 
may not be. 
Long term bonds that are negotiable can be
 
discounted on 
the local stock market at about 60 - 70 percent

of face value, depending on the interest rate, the peLiod of
 
maturity, etc. Non negotiable bonds can, however, be used as
 
collateral to secure a Colon loan from 
a local bank if you

"assign" the _ncome stream to the lending bank to pay down your

loan. This is apparently a common practice, we were told.
 

An important issue and goal of the Costa Rican authorities
 
is to try and structure the deal in such a manner that the
 
"investor" is unable to make disproportionate profits on the
 
transaction, i.e., they try to 
ensure that the "investor" makes
 
what is considered a fair rate of return in Costa Rica 
- for
 
example: something in the neighborhood of 25 percent. On the
 
other hand, the authorities are also subject to pressure from
 
local groups, like the cooperative sector, for example, and
 
have apparently been willing to undertake special programs to
 
benefit sectors of 
the economy that have been especially hurt
 
by circumstances beyond their control 
(international coffee
 
price fluctuations, deregulation of local financial markets,
 
etc.).
 

There are several other "special" debt swap programs that
 
are in the making and which 
are outside the raglular Costa Rican
 
Central Bank program. A brief description of these programs is
 
presented in the main section of this paper, however,
 
additional comments are also presented below.
 

Agricultural Cooperative
EUL~LA.JUDevelopment International 
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1) FEDECOOP (Federation of Coffee Cooperatives) and
 
FEDECREDITO 
(Federation of Savings and Loans Cooperatives)
 
conversion program for coffee and savings and loans
 
ccoperatives.
 

In these two programs, the cooperative federations will
 
boz'row in Colones from any bank (BANCOOP, for example) -- or 
use
 
their own funds - and be authorized to buy USs cn the "grey"

market (the official exchange rate is about C/. =
80 US$1 but
 
they are apparently paying about C/.86 to US$1) 
with which they
 
will purchase sovereign debt on the secondary market. The
 
following example illustrates the point! The cooperatives use
 
C/. 3,600 and buy US$100. With the US$100 they buy Central
 
American Bank (BCIE) paper or other debt instruments on the
 
.-econdary market. The RCJE paper is apparently se..linq 
at about
 
SO.16 for face value of US$1. This paper is then exchanged in
 

the Cos a "ica Central Bank for Colon denominated monetary
Stabilization bonds at approximately 40 percent face value at
 
the official rate of exchange. The bonds will apparently pay

about 17 percent interest and are redeemable in 15 years.
 

The following numbers illustrate the concept: US$100 buys

US$625 in paper which is turned into colones at tVhe BCCR at the
 
official bank rate of about 80:1. 
This yields C/. 50,000. But
 
since the BCCR only recognizes 40 percent of this, the
 
cooperative federations are 
issued C/. 20,000 (US$232 ± at
 
86:1) in bonds at 15 
years earning 17 percernt. The federations
 
may be allowed to negotiate the bonds in the local stock market
 
or perhaps part of the C/.20,000 will be issued in currency to
 
permit the federations to pay off the loans they took out to
 
buy the dollars. The income stream from the remaining bonds
 
will continue to flow to the federaticns over 10 - 15 years.

Alternatively, a portion of the income stream may be 
"assigned"
 
to the local bank to ensure payback of the original loan the
 
federations used to buy the dollars. The remaining income
 
stream fr.ufa the moietary stabilization bonds will be used by

the federations for their programs.
 

The savings and loans cooperatives (credit unions) will
 
apparently use the income stream to buy down interest rates 
the
 
credit unions are paying on certificates of deposit issued to
 
members through savings mobilization campaigns, the proceeds of
 
which were invested in unregulated "financieras" or venture
 
capital institution s which went broke in 1987. Some of the
 
credit unions have faced serious liquidity crises due to the
 
failures in the banking systems and have been unable to 
pay-off
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the CD's or even pay the interest promised. By allowing the
 
credit unions to earn substantial "profits" (bicycling effect)
 
on 
the debt swap, they will be able to recover.
 

In the case of the coffee cooperatives, the situation is
 
very similar. Apparently they got into trouble due to attempts

by certain European and local coffee intermediaries to corner
 
the market for Costa Rican coffee. This becrme important when
 
the European Economic Communicy (EEC) elimiiated tariffs on
 
processed coffee exports from one country to another within the
 
Community. Large processors tried t- secure direct lines of
 
supply to be better able to 
compete with processors in other
 
countries. The upshot in Costa Rica was 
that non-cooperative
 
buyers representing European processors bid-up the price of
 
Costa Rican coffee higher than the international price and
 
ofzered "advances" to farmers in excess of what the
 
cooperatives were paying. So as to be able to handle coffee and
 
obtain repayment for the coffee loans given under the USAID
 
financed coffee technification program, the coffee cooperatives
 
were forced to match the advances offered by the European
 
processors. So the local price was bid-up to levels higher than
 
the world price and in the end, the cooperatives and the non
cooperative firms, had inventories of coffee for which they had
 
in effect paid 
more than the world price. Heavy losses were
 
incurred and the cooperatives were forced to borrow to 
cover
 
them.
 

By permitting the coffee cooperatives to buy dollars,
 
acquire debt instrume .ts and, in effect, make significant
 
profits on the swap, the GOCR and the Cooperative Institute
 
hope to recapitalize these cooperatives and solve their debt
 
situation caused by the "coffee war" between the big processors
 
in Europe.
 

2) FOSECOOP (Cooperative Stabilization Fund) isn't a legal
 
enti:.y but a fund to save weak cooperatives. It is a Costa
 
Rican cooperative strengthening project involving INFOCOOP and
 
through the purchase of non-performing ICE (government

el ctrical company/agency) debt instruments (reportedly in the
 
hands of Canadian banks, primarily), save cooperatives whiich
 
have suffered by recent economic turmoil in Costa Rica. 
In this
 
scheme, apparently US$ 2.0 million will be purchased by

INFOCOOP at the BCCR at 
the official exchange rate. INFOCOOP
 
will buy ICE paper worth about USSO.125 per dollar of face
 
value. INFOCOOP will exchange this aollar denominated paper at
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ICE for 40 percent of face value, which they estimate will
 
yield about C/. 500 millions. At this point, INFOCOOP recoups

it's original C/. 160 million and the remaining C/. 340
 
million will earn 26 percent - estimated to be about C/. 
80
 
million per year. This money will be used for four program

elements: a) bank guarantees for cooperatives wishing to borrow
 
for productive projects, b) to subsidize interest rates on
 
loans the cooperatives -ill obtain or already may have
 
obtained, c) technical assistance, and d) training.
 

The original BCCR program was 
closed in 1987 apparently

because of inflationary pressures, fake deals and corruption

within the program, we were told. Adequate controls just were
 
not in place. The BCCR initiated a nature only program on 
a
 
case by case basis as presented by Costa Rican nature
 
foundations. Because of pressure from other groups, the BCCR
 
developed the current program consisting of debt for nature,
 
small 
and micro business and education.
 

The official program, the guidelines of which are annexed
 
hereto, "nacio' con nombre y apellido" (born with first and
 
last names), we were told.
 

In the official program the basic concept is 
to allow swaps

for Costa Rican foundations who are interested and able to work
 
in three fields, i.e., a) conservation of natural resources, b)

educational development and c) small and micro- enterprise
 
programs. Purchase of land and buildings are specifically

prohibited and other program as:
areas are mentioned, such 

financing training programs for small business, technical
 
assistance to small business, working capital loans, purchase

of training materials and equipment (computers, for example).
 

The minimum amount of any "project" or swap proposal is
 
US$200,000 and the GOCR has authorized up to $45 million face
 
value over 
a three year period. Specific debt instruments are
 
mentioned (for example: 
debt covered under the refinancing
 
agreement dated 9/9/83, later modified on 
5/29/85) as being

eligible. The debt instruments will be swapped for monetary

stabilization bonds that 
are denominated in either dollars or
 
colones as per the following:
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Item Dollars Colones 

Percent converted: 80 % of the face 100 % of the face 
value of the debt value of the debt 
instrument instrument 

Interest rate: 3 % annual paid 8 % annual paid 
semestral semestral 

Characteristics: not negotiable* not negotiable* 

Maturity: 20 years 20 years 

Amortization: 'he principal will be paid out only in the
 
last five years in equal sums semestral.
 

Although these are not negotiable, they can be used as
 
collateral to obtain 
a loan provided the income stream is

"assigned" over to the bank to 
pay back the loan.
 

The Cooperative Bank (BANCOOP) has performed an 
analyses of
 
different situations for prospective foundations and other
 
interested parties. A sample analysis, including a sensibility

analysis is presented in Annex C. The analysis illustrates that
 
if the "investor" (interested foundation or development agency)

conserves 
his paper in dollar denominated bonds, the 
net
 
present value of a 0100,000 investment will be $235,000, or 
a

135 percent return on investment will be realized. If the bonds
 
are denominated in colones, the net 
present value will be
 
approximately $245,000 and the investment will yield a 145
 
percent return. Of course, this assumes 
the BCCR will be able
 
to pay interest as promised and redeem the bonds in cash as
 
they are held more than 15 years.
 

Several persons we met recommended the investor would be wise
 
to "assign" the income streams from these monetary

stabilization bonds to a local bank to pay off a loan for
 
colones which could be used today in their development
 
programs.
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Debt for Develo met:
 
An Exploration of Issues
 

Currently much attention is being focused on the issue
 
of Third World debt. 
Daily reports are aired on the
 
pronouncements of policy makers and bankers in industrialized
 
nations as well as political leaders in developing nations. 
The
 
statistics speak for themselves.
 

The total external debt of developing countries reached
 
slightly over U.S. $1.2 trillion as of year-end 1988. 
 The burden
 
of the debt measured on virtually any scale has been
 
staggering. 
Total external debt as a percentage of exports of
 
goods and services is high and has grown sharply since 1980.
 
Debt servicing obligations continue to absorb a crushing portion
 
of resources available to debtor naticns. 
Policy adjustments
 
have sharply curtailed their imports of needed goods and
 
services. 
Opportunities in countries that traditionally supply
 
these exports have been sharply reduced.
 

The interdependency of developing and developed

economies is critical. 
We must seek measures that trim foreign
 
dobts accumulated by developing countries, lessen the risks of
 
serious financial crises, and promote economic development. 
New
 
initiatives are needed to reduce the burden of the externaj 
debt
 
in ways that are most likely to foster future flows of trade
 
credits and other financial capital for development.
 



It is in our best interest to promote worldwide
 
financial stability by facilitating solutions to the Third World
 
debt problem. Former Secretary of the Treasury Baker supported

the debt for development concept in a September 1987 address.
 
Governments of several countries, including France and Germany

have forgiven official debt to various countries recently. 
Debt
 
for Development should be a major component of the discussions at
 
the economic summit of the major industrialized nations in Paris
 
next June.
 

Debt Conversion:
 

Conversion of debt into equity is an old technique. 
It
 
is, however, very flexible and can be adapted to the
 
circumstances of very different debtors. 
Debt for development is
 
one special approach within the overall framework of debt
 

conversions.
 

Debt for development seeks mutually beneficial
 
arrangements among several interested parties: 
 the debtor
 
governments; the creditor banks; the not-for-profit groups based
 
in the industrial countries which have substantial operations in
 
the developing debtor countries; the NGO's, universities,
 
cooperatives, and agriculture research centers in the developing

countries; and the governments of the major creditor banks. 
The
 
arrangements need to be wozked out carefully because of differing

accounting conventions impacting commercial banks from different
 
industrial nations and because tax accounting is often, if not
 
always, different from public financial accounting within a given
 
country.
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Debt for development has become a frequently used
 
term. 
 It has not, however, been defined carefully. 
Debt for
 
development envisions using hard currency denominated obligations
 
of developing countries experiencing external debt servicing
 
diffi.ulties as-well as local currency assets that represent a
 
potential demand for foreign exchange for development programs by

not-for-profit groups. 
The external debts of developing
 
countries could be obtained from donations or purchases at a
 
discounted price. 
The process allows not-for-profit groups, in
 
the industrialized nations and in the developing countries, to
 
leverage their resources for use in Third World countries. 
Debt
 
for development represents an effort which allows interested
 
parties to convert a problem into an opportunity.
 

The basic building blocks for any debt for development
 
program are the financial claims that exist on less developed
 
countries that are experiencing difficulty in servicing their
 
external debt. 
These claims are frequently claims held by
 
commercial banks, but in fact are quite significantly broader
 

than that.
 

First, these claims must include all the external hard
 
currency denominated loans to all the international creditor
 
banks whether North American, European, Japanese, or other.
 
Beyond that, there are many non-commercial bank corporations that
 
also have claims on these countries. 
 Some of the claims have
 
been generated because of trade or other business that these
 
firms have done in the developing countries. 
Some represent
 
unremitted profits.
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Claims can be divided into: 
 1) private and 2) public

sector claims. 
 For many of the middle sized or economically
 
smaller countries, total claims on less developed debtors by

governments or governmental agencies of the public sector are

significantly larger than are private sector claims on these
 
countries. 
Up until now, only private claims have been used in
 
these transactions.
 

Beyond the "hard" currency claims 
-- most of which are
denominated in U.S. Dollars 
-- are various types of claims that
 
are currently booked in local currency. 
However, the owner hopes

to convert these claims into hard currency at some time in the
 
future. 
Many multinational or international corporations that
 
provide goods or services around the world have generated local
 
currency holdings in many of these countries. 
 ThEse claims when
 
they cannot be repatriated back to the head office of such
 
corporations are often referred to as inconvertible currencies
 
or, more popularly, "blocked funds." 
 Again the public sector
 
holds a substantial amount of local currency claims. 
Funds
 
generated by the Public Law 480 program for instance represent a
 
substantial pool of resources in many less developed countries.
 

The goal of debt for development is to convert these
 
resources which are troublesome both to the developing country as

well as to the firms or individuals who own them into productive
 
assets. 
Normally, the mechanism for doing this conversion of
 
claims into opportunities is through a debt for equity or debt
 
for development swap. 
In undertaking such a swap, the claimant
 
will sell or donate his assets at some discount to a party that
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is able to use 
them in local currency.
 

In order for debt to equity or debt for development

conversions to occur on a broad scale debt restructuring
 
agreements must permit sales of commercial bank debt to non
 
financial institutions. 
Fortunately, many of the debt
 
restructuring agreements now in effect between debtor governments

and the commercial banks allow such conversions. 
Also, lawyers

in a number of cases have worked out ways to permit such
 
conversions to take place.
 

If 
a bank does not wish to sell or donate at a discount
 
its claim on 
a less developed country, a debt for development
 
swap program cannot occur. 
However, one encouragement for a
 
commercial bank to sell an obligation or especially to donate
 
claims would be an understanding that the projects undertaken
 
will strengthen the country and provide a stronger future market
 
for its services.
 

Also, a less developed country government and in

particular officials of the central bank, finance ministry,

planning agency, and other governmental units must agree to pay
the obligation in local currency and to allow the resulting local
 
currency funds to be used for specific development piojec:ts. 
 In
 
doing the specific projects within the various less developed

countries, the local not-for-profit 
groups within each country
 
are also important participants. 
The local not-for-profit 
groups
 
are important in discussions with government in terms of the
 
breadth and depth of program that is required, the priorities to
 
be set, and the ways of implementing programs.
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The not-for-profit organizations in the United States
or other industrial states want to be able to conclude a debt for
development 
swap reasonably quickly and efficiently.

Furthermore, they seek to work with and strengthen local NGO or
cooperative 
groups in the developing countries through

development and implementation of mutually agreed upon
projects. 
 In the past, not-for-profit 
groups have had difficulty
doing major development 
or relief projects because of lack of
resources and the uncertainty that resources would be available
 
for the time period required to do a quality job.
 

Of course, this means that care must be taken to
minimize,potential inflationary and negative budgetary

consequences 
on the less developed country. 
The possibility of
creating trust or endowment funds would allow substantial longterm resources to be accumulated but the actual impact on the

local money supply minimized and made more manageable.
 

The governments of the major industrial nations have an
interest in seeing the Third World's debt problem worked out in
as constructive and painless a manner as possible. 
The debt

problem is not only a concern to the financial system and
financial institutions, but it also negatively impacts other
firms that have or would like to sell goods and services to the
developing countries experiencing debt servicing difficulties.
 
Countries in the midst of an austerity program are not good

prospects for new business. 
Also, as mentioned earlier,

gcvernments and governmental agencies of industrial countries

themselves are significant creditors to developing countries.
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Effects of the Debt Burden:
 

Austerity measures required by lenders have had a
devastating impact on the standard of living and the quality of
life for citizens in developing countries. 
In their effort to
stabilize their economy and raise the foreign currency needed to
 repay their external debt, these countries are not making needed

investment in their own country. 
The average investment rate in

Latin America was 24.5% of gross national product in the 1970s

compared to 16.5% in 1988. 
 Per capita GDP went down 2.1% per

year between 1981 and 1985 and his been stagnant ever since.
 
Expenditures for infrastructure and social programs are necessary

for the growth of the local economy not to mention the
 
amelioration of existing social conditions. 
 Instead, needed
 
capital is flowing back to creditor nations; debtor nations
 
currently are repaying loans and servicing debt with foreign

exchange to a far greater extent than they are receiving new
 
loans. 
 Debtor less developed countries are transferring about
$30 billion a year to the developed nations. 
Economically this
 
is an untenable situation.
 

Increasingly, social development efforts 
-- spending on
health or education --
are seen as expendable in tight economic
 
times. 
Yet protecting the health and educational opportunities

of today's children are the most basic of investments in a

country's future physical and mental capacity. 
Health statistics
 
show the impact. 
 For instance, in Brazil's impoverished north
east, infant death rates increased by almost 25% in 1983-84 as a

result of economic recession. 
Rising death rates among children,
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rising percentages of low-birth weight babies, falling figures

for the average weight for height of children t-nder five and
 
lower school enrollment ratios among 6 to 11 year olds all point

to the decline in the quality of life. 
 Hope falls with the level

of social investment. 
The per capita income of the average Latin

American was 9% lower in 1988 than it was in 1980. 
Recent cuts

in LDC government spending have fallen disproportionately in ti7q

health and education fields (24%) compared to 
a 9% cut in
 
military spending. 
Yet the proportion of national budgets

devoted t. 
 -Litary spending is already 30% higher than the total
 
spent on health and education.
 

The attached table (Attachment A) shows the impact of
 
debt on Latin American economies.
 

Developmentand the Environment:
 

Environmental concerns must also be addressed by
development advocates. 
Fifteen years ago, it was widely Lelieved
 
that the environment was an 
industrialized world problem  a
 
function of affluence unrelated to the developing world. Today,

the deforestat 'n of lands, the erosion of soils, the silting of

lakes and rivers, the natural disasters of drought and flood and
 
industrial disasters such as the Bhopal incident show that
 
environmental concerns affect the developing world also. 
Rising
 
concern over the depletion of the ozone layer from emissions of
 
chemicals such as chlorofluorocarbons (CFC) and methane, the

warming of the earth's atmosphere due to the greenhouse effect of

carbon emission from fossil fuels, and the unknown but certainly

serious consequences of the destruction of the world's tropical
 

-8-


J4) 



forests and other ecosystems show the pervasiveness of
 
environmental problems and the world's increasing
 

interdependence.
 

In considering how best to change the less developed
country debt problem into an opportunity, 
one must look at the
total economic and financial situation of the developing

country. 
While there is tremendous evidence that unmanaged

economic growth can have seriously deleterious consequences 
on
the environment, it should be realized that local people do not

slash and burn forests out of meaness or a desire to cause

problems elsewhere. 
They slash and burn forest areas because
they have the pressing needs of obtaining land which will grow
more crops as compared to the poor soil that they used last year
or need fuel to keep warm or to prepare food. Therefore, a
comprehensive approach is needed to assure that the resources

used will have the desired results over the long run. 
 If people
are hungry or cold or have no option to feed their families than
 
to cut and burn a forest area they will do it.
 

If however, an economic development program includes
environmental conservation and productively 
uses environmental
 
resources and if the local inhabitants can understand that
maintaining a forest or providing for sustainable development is
 
more important to improving their livelihoods than is

continuation of existing practices for survival, then one has
hope for saving the world's forests and even expanding them. 
The
world's best hope for conservation and enhancement of our

renewable environmental 
resources comes through a carefully
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balanced development 
program.
 

There are still so many unanswered questions concerning
the immediate and long-term environmental impact of various
activities that development proponents must be acute!-, aware of
the issues, and must be sensitive to new concerns as research
adds to our understanding. 
We must devise ways to support
sustainable growth 
-
allowing for development of natural
 resources within limits of environmental good sense. 
For it
profits developing countries little if the development of their
natural resources procedes at a pace and in a manner that
consumes the resources completely or creates environmental side
effects with health implications for the citizens of the
developing country as well as worldwide. 
Development is
fruitless if by improving one situation we uniittingly 
worsen
 
another.
 

The secundary market for LDC debt is composed of
investment banks, commercial banks, such as the major money
center banks with international operations as well as regional
banks, and traders and specialists. 
Accounting 
or law firms can
play an important role. 
The prices of LDC debt have been
declining from 67 in January 1986 to 36 in November 1988,
according to a weighted index developed by the Intrados group.
 
The debt for development concept includes various
alternative 
ways to obtain debt: 
 1) donation of existing
external debt of commercial banks or other firms to rnt-for.
profit organizations, 2) donation of interest arrears, 3)
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identification of investment opportunities, including joint
ventures, 4) purchase by not-for-profit 
groups of debt on the
secondary market and conversion into local currency. 
Some or all
of these variations could be useful elements in negotiating

external debt restructuring 
agreements.
 

In the first instance, creditors may in effect donate
LDC debt instruments. 
For a U.S. tav;aying creditor, the
donation to qualify as a tax deduction under Revenue Ruling 87124 must be to an entity having 501(c)3 status under the U.S. tax
codes. 
However, from a strictly financial point of view,
donations are equal to writing off the debt eptirely. 
Banks may
receive some intangible benefits from such a donation; public
relations benefits, goodwilland removal of troublesome assets
from their balance sheet that eats up scarce management time.
 
Another aspect of the donation option is the use of
debt for development in debt rescheduling agreements. 
For
example, any or all of tho following options might be included in
 

such agreements:
 

1. 
Debt for development could be used as an erit
vehicle for banks holding small portions of a country's
outstanding debt. 
This could be helpful in streamlining the
negotiating 
process. 
Generally, only 20 percent of the total
number of creditor banks hold about 80 percent of the total
commercial bank debt. 
A prcposal might allow all bankL to donate
up to a sptcific amount of debt or allow only banks with up to a
certain level of exposure to use this option.
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2. 
Bank steering committees could allow some portion

Of the total interest payment to be used for agreed upon debt for
 
development projects within the country. 
This might be
 
considered where analysis showed that the country would be hard
 
pressed for some limited period of time to pay in hard currency
 
the market rate of interest, especially with recent increases in
 

rates.
 

3. 
In debt for equity conversion programs, there is
 
generally some loss to the bank that supplies the debt used in
 
the conversion. 
In cases where banks were using their own debt
 
for conversion into investments for zbtir own account, the
 
difference between the face value of the debt and the conversion
 
rate could be devoted to debt for development programs. 
This
 
would allow the commercial bank to record a donation rather than
 
a loss in its publ.c financial statements. 
Research important to
 
the investment project or education or medical care for workers
 
involved in the project could be undertaken.
 

4. Also, variations on the Mexican external debt
 
exchange transactions could be considered. 
For example, the
 
banks' steering committee anl the debtor country might agree that
 
any bank willing to make a donation to a debt for development
 
fund of perhaps $O.XX cents could exchange $1.00 external debt at
 
face value. 
In this way, the banks and the country would agree
 
beforehand on the percentage discount on the external debt that
 
is mutually acceptable and the target or maximum amount of
 
external debt to be exchanged. 
The country could be assured of
 
the maximum amount they would refinance. 
Also, individual banks
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would not have the problem of having to write down the value of
 
debt that was offered for exchange but not accepted. 
 Finally,

the portion of external debt written down would not simply vanish
 
but would be used for development projects that all parties
 
believed to be beneficial.
 

5. 
Debtor governments might be able to allow
 
commercial banks to shift the implementation of certain
 
responsibilities to not-for-profit organizations. 
Some
 
governments require banks to have a certain percentage of their
 
lending activity in small business loans or loans to "small"
 
farmers. 
 Some not-for-profit groups might be better able to
 
carry out these labor-intensive policies since they often have
 
offices throughout the country while foreign banks usually have
 
only one representative or branch office in the capital city.

For example, if governments would agree, banks might contribute
 
the amounts they are required to lend to micro-enterprise
 
activities or to "small" farmers to not-for-profit groups for
 
them to implement this policy directed lending.
 

Arrearages might be brought current through a debt for
 
development program. 
Commercial banks might have a financial
 
incentive to donate arrears that were valued, for acco:unting and
 
regulatory purposes, at full face value into a debt for
 
development fund.
 

The economic incentive for the banks results from the

differences in treatment of interest arrears from a tax and from
 
a public financial accounting viewpoint. Generally accepted
 
accounting principles for public financial statements do not
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allow a bank to accrue as income interest payments that are more
 
than 90 days past due. 
However, for tax accounting purposes the
 
90 day rule does not apply. Therefore, banks subject to U.S. tax
 
continue to accrue interest income and are subject to tax on such
 
accrued but unpaid income.
 

The advantages of such donation are numerous:
 
1. The indebted country clears up a portion or all of
 

its interest arrears without spending scarce foreign exchange.

By bringing the debt current, U.S. or other industrial country

regulators might be able to reduce the severity of the country's

classification regarding its capacity to service its external
 
debt (thereby increasing the likelihood of new loans.) 
 The
 
country is provided more funds for broadly defined development
 
efforts. 
 Of course, care needs to be exercised to assure that
 
resources are devoted to priority needs of the country and are
 
within an appropriate macro-economic framework to manage any
 
inflationary potential of the transaction;
 

2. 
The banks reduce an obstacle to a rescheduling
 
agreement (the need to clear up interest arrears), get credit for
 
a donation without having to arrange additional loans, and most
 
importantly, have a positive cash flow from the refund of taxes
 
prepaid on the unpaid interest;
 

3. The not-for-profit group in the U.S. and the local
 
groups with which they work obtain additional resources 
for
 
development activities in the affected country.
 

Joint ventures and other investment opportunities are

another form of debt for development. 
 In this instance, the
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investment opportunities involve the conversion of LDC debt held
 
by commercial banks into equity or local debt with some special

function. 
The resultant monies are then invested in projects
 
which have a growth potential in economic and social terms.
 
Examples are housing projects, production for export or to
 
substitute for imports, rural electric and credit entities. 
To
 
date, the cooperatives have developed most of the project
 
proposals in this area.
 

Another method is the purchase of debt or blocked funds
 
on the secondary market and converting it into local currency.

This is the technique utilized in the publicized debt for nature
 
swaps in Costa Rica, Bolivia and the Philippines where the
 
resulting local currency has been utilized to purchase and
 
protect natural resources such as rain forests and park lands.
 
The process of converting debt to productive use in a developing
 
country could be expected to involve the following scenario.
 

The critical initial step for a debt conversion is to

obtain the approval for the proposal from the host LDC country
 
involved. 
 This process can vary from country to country,
 
depending in particular whether or not a program for debt
 
conversion has been incorporated in the underlying restructuring
 
agreement. 
Such approval usually involves a discussion with the
 
appropriate people at the Ministry of Finance and the Central
 
Bank and sometimes with other departments of government as
 
well. 
 Normally, the host government will want the project to be
 
very specifically delineated. 
The terms of the approval, if
 
obtained, will set forth in some detail the nature of the
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project, the amount of money involved, the date by which the
 
conversion will be executed, and the particular type of debt to
 
be used in the conversion process.
 

Once the approval has been obtained from the host
 
country, the actual transaction must be undertaken at this end.
 
Private groups, individual brokers, traders, specialists, or the
 
Debt for Develorment Coalition, on behalf of the particular
 
member or members involved, would approach the various players in
 
the secondary market of such debt to discuss the financial
 
details of the transaction with them and to obtain an indication
 
as to whether or not they are prepared to handle this particular
 
transaction and, if so, on what basis and at what cost. 
Then,
 
taking into account the speed and quality of services provided
 
(including documentation services), safeguards against potential
 
risks, and the competitive costs, a financial institution is
 
chosen.
 

An important question is how much time will it take to
 
execute the transaction. 
 In those countries such as Brazil where
 
a program authorizing such debt conversion is already in
 
existence and the secondary market is functioning fairly
 
smoothly, a transaction can usually be completed in anywhere from
 
24 to 48 hours. In those countries that do not have suzh a
 
program, it will vary depending upon the nature of the
 
transaction and the particular country involved and will, of
 
course, take a substantially longer period of time.
 

Financial institutions handle these matters on a "cash
 
basis", that is to say once the bank has identified the sourcing
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of the debt and has agreed to handle the transaction, it will
 
normally request the dollar amount "up front". 
 By demanding the
 
cash up front the banks eliminate the credit risk. 
 Basically

this is the risk that once the financial institution buys Third
 
World debt for a client, the client is unable to come up with the
 
money to buy the debt for its own account. 
There are various
 
techniques that can be used to deal with this problem, such as
 
arranging simultaneous transactions or using options.
 

Financial institutions are willing to consider various
 
sizes of transactions, especially where the discount is steep.

As a rule of thumb, many secondary market participants have
 
indicated that the minimum U.S. dollar amount for a debt
 
conversion transaction is $500,000. 
 In sourcing the debt for
 
conversion, the banks will sometimes look to their own debt
 
portfolio in that particular country and sell their own debt but
 
usually they will go into the secondary market through their
 
"trading" account.
 

The documentation for such transactions is, of course,

extremely important. In practically every instance lawyers are
 
involved at both ends of the transaction, but this documentation
 
is becoming increasingly standardized. 
The principal agreement
 
to be executed is an "assignment agreement" between the seller,
 
the purchaser and the acting agent.
 

The banks generally agree that it would be very

advantageous for one entity to act on behalf of its members. 
In
 
the past, they have seen clear evidence that too many different
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entities going to the same host country creates unnecessary
 

competition and confusion.
 

To summarize, the typical steps of a debt conversion
 
transaction are as follows:
 

1. The not-for-profit as purchaser gets approval of
 
the project from the host country (including the Central Bank
 
and, where necessary, the Ministry of Finance and other
 
appropriate ministries). 
 This approval can be done via thei
 
financial intermediary or in 
some instances by the local
 
affiliate of the not-for-profit itself working with the local
 

authorities.
 

2. The not-for-profit discusses the financial details
 
of the approved project with a U.S. financial intermediary and if
 
agreement is reached between the two, a letter of intent is
 
executed.
 

3. 
The financial intermediary identifies a source (a

sedler) willing to sell the appropriate debt. (Occasionally the
 
financial intermediary will utilize a part of its own portfolio
 
debt for such purposes).
 

4. 
The financial intermediary verifies with the
 
Central Bank that this particular debt is eligible for
 

conversion.
 

5. The not-for-profit transfers dollar funds to the
 
financial intermediary, who in 
turn purchases the debt.
 

6. 
The financial intermediary notifies the Central
 
Bank that the transaction is completed and requests the Central
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Bank to transfer the local currency equivalent to a local bank
 
account designated by the not-for-profit.
 

7. 
Local currency funds are available for use by not
for-profit and/or its local affiliate(s).
 

There are often variatins on this typical example, of
 
course. 
 To avoid or minimize risks, the actions in the last
 
three steps akove should be completed simultaneously or within
 
the shortest possible time frame.
 

Objections to Debt/Eauitv Swas:
 

Although various objections to swaps have been raised
 
in official circles, an analysis of the balance sheet
 
implications for the host government and reside,t investors shows
 
these objections to be less onerous than originally thought.
 

1. Adverse monetary consequences. 
In the first
 
instance, a debt/equity swap requires the monetization (in local
 
currency) of converted debt. 
Other things bein9 equal, this
 
expansion of the local currency money supply subsequently must be
 
sterilized by the issue of local currency debt instruments, or
 
else the effect of the debt/equity swap will be to raise the
 
inflation rate. 
 Since money and capital markets in indebted
 
countries typically are thin and poorly developed, there is
 
inadequate scope for the central bank to conduct the necessary
 
sterilization operation which would be required if debt/equity
 
conversion is to proceed in meaningful amounts. 
Therefore, the
 
widespread use of the debt/equity swap is likely to have
 
inflationary consequences;
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2. 
Debt/equity swaps implicitly provide a preferential
exchange rate for the conversion of foreign direct and portfolio

investment inflows. 
A subsidy is provided in effect, because

debt purchased at a discount with foreign currency can be
converted to local currency at full face value. 
Moreover, the

subsidy that is provided may have no payoff, since the

debt/equity swap mechanism may attract direct investment flows
tha' would, in any case, have taken place, i.e., 
debt/equity
 
swaps may encourage no "incremental,, capital flows;
 

3. Adverse fiscal consequences. 
 Assuming that the
monetary effects of the debt/equity swap can be sterilized by
issuing local currency debt, the effect will be to raise the
government fiscal deficit. 
This will occur because the rate of
interest on local currency financial instruments is likely to
exceed by a substantial margin the rate of interest paid on
sovereign foreign currency loans. 
This is likely to be true in
both nominal and real terms. 
 In effect, high cost domestic debt
 
is being substituted for low cost foreign debt;
 

4. Nationalism. 
It is argued that increased foreign

ownership and control of domestic firms is politically

intolerable. 
Therefore, the debt/equity swap could never play an
 
important role 
in solving the debt problem;
 

5. Cost. Investors expect a higher return on equity
investments than banks expect from loans. 
Also, loans once

repaid are extinuished while dividends from equity go on
 
forever.
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A careful analysis is needed to understand the depth of
these concerns and the extent to which they can be overcome. 
The

debt/equity swap involves three conceptually separate steps: 
 (1)
a buyback by the sovereign of its foreign currency obligations in
exchange for local currency claims on the central bank: 
(2)
exchange by the commercial bank of its local currency deposit for
 
an equity position in a local business previously held by a
resident investor; and (3) sterilization of the increase in the
 
money supply. 
These steps are depicted in Figure I in the
 
Appendix. 
External debt converted to local currency for

charitable use within the country is basically the same except

charitable organizations will ultimately use the funds for

activities that normally will not generate future dividends nor a
 
desire to repatriate capital.
 

The following is in response to the objections raised
 
to swaps:
 

1. 
Adverse monetary consequences. 
Local markets can
absorb the increase in supply of government paper (required for
 
sterilization purposes) because resident inves-:ori, who have sold

equity claims to foreigners have temporarily unbalanced their
 
portfolio and will want to reinvest or increase consumption. 
The

latter option presumably existeQ before the debt/equity swap and
 was not taken, so it can be assumed that reinvestment in either
 
the local equity market or government paper will be the option

chosen. 
While evaluating new investmen,s, the resident invertor
 
is likely to seek at least a temporary haven for funds. 
 And if-
debt/equity conversions are used to privatize certain state-owned
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facilities, the funds would accrue directly 
to the account of the
 
government and there would be no need to sterilize the swaps.
 

2. Debt/equity swaps are subsidies. 
Conversion of

debt at parity need not be assumed  the host government can set
 
the rate at which it will convert discounted debt to local
 
currency. 
Also, what matters is whether the swap contributes to
 
increased investment spending and growth, not just whether there
 
is an increase in new money. 
Swaps expand the financial
 
resources available to the private sector.
 

3. Adverse fiscal consequences. 
The new, domestically

issued local currency debt may carry a higher interest rate than
 
concessional rates of interest on rescheduled foreign debt.
 
Although increased debt servicing costs seem to result,
 
consideration must be taken of the tax burden. 
Before the swap,

residents were taxed to pay interest on foreign debt; afterwards,
 
the tax falls on -'on-resident owners of domestic factors of
 
proauction and the revenue generated is used to make interest
 
payments to residents who have acquired local government paper.
 

4. Nationalism. 
A key factor in the foreign
 
investment question is control versus ownership. 
Swaps can be
 
used as a vehicle for portfolio investment 
- it does not have to
 
signify loss of control of local productive facilities. 
The
 
government still retains the power to tax, regardless oi
 
ownership and control. 
The argument that foreigners will be able
 
to acquire local assets at "firc sale"
, prices is a threat only if
 
swaps are limited in number. 
If permitted on a sufficiently
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large scale, competition will ensure that local equity claims are
 
rapidly bid up in price.
 

5. Cost. 
In theory, investors do expect higher rates

of return from equity investments than from loans, but data
 
analysis does not support this with regard to private, commercial
 
bank rates. Dividends are not paid unless earned and host
 
governments can direct foreign investment toward certain sectors,
 
such as export generating activities. 
Finally, governments may

be able to work out agreements calling for selling investments to
 
nationals after some period of time.
 
Projects and Participants:
 

Our concentration to this point has been on the idea
 
behind, the need for, the mechanics of doing, and possible

objections to debt for development conversions. 
But what kinds
 
of projects are envisioned? 
The not-for-profit communities 

whose component groups are higher education organizations,
 
cooperatives, agricultural research, non-governmental
 
organizations and environmental organizations 
-- have innumerable
 
on-going projects in developing countries. 
Their use of debt
 
contributed or redeemed (into local currency) will afford them
 
the opportunity to broaden their scope and depth of existing
 
programs, as well as [nitiate additional programs.
 

The cooperatives are interested in working mainly on
the business aspect of possible transactions. Naturplly, their
 
interest is to strengthen local cooperatives. Toward this end,

they are wiling to consider either viable business transactions
 
with commercial bank partners or projects that include a not-for
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profit segment alongside a business venture. 
The latter could
 
include, for example, an agriculture project producing goods for
 
export as part of a buffer zone around an environmental park
 
coupled with a not-for-profit social service project funded
 
sep-rately for training of workers, health care, potable water,
 

etc.
 

The cooperatives are also knowledgeable and well
 
positioned to undertake housing projects. 
 Developing countries
 
have a need for low and middle income housing. The cooperatives
 
have an extensive local organization to implement this type of
 
labor intensive activity. 
The secondary and tertiary economic
 
consequences resulting from an increase in housing construction
 
is, of course, substantial. 
 With the strength of cooperative
 
financial institutions in the developing country along with other
 
expertise, it should be possible to create a strong secondary
 

market for mortgage instruments.
 

Finally, rural electric cooperatives are developing
 
plans to collaborate on common service ventures such as power
 
supply. 
They are virtually dependent for electricity on the
 
federal power agencids, which are facing severe debt servicing
 
problems. 
They are having trouble keeping up with needed pnwer
 
generation investment, and national power shortages are a real
 
threat to development. 
The rural electric cooperatives would use
 
new money for system expansion or rehabilitation, either of which
 
promotes economic development. 
System expansion would be the
 
most attractive from a prospective investor's viewpoint.
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The environmental community has expressed interest in
 
providing assistance to groups in many developing countries to
 
conserve wetlands and foreit areas and establish long-term
 
resources management plans, training local conservation experts,
 
and assisting small-scale sustainable agricultural projects.
 
They recognize that to enlist the support of the local
 
population, environmental efforts must be designed to add to the
 
quality of life of local residents 
-- not to subtract from the
 
total resources available to them. 
Buffer zones around forest
 
preserves and parks that provide employment and tourist
 
opportunities are of interest in their planning.
 

There is substantial interest among many research
 
organizations to assist by focusing on short-term projects with
 
high rates of return. International agricultural institutes that
 
worked on the "green revolution" are preparing ideas that could
 
be applied in many of the major debtor nations. The agricultural
 
industry is vital to many local economies, but funding is in
 
short supply to promote and enhance the sector. 
Consequently
 
rural education, health, and other social services are lacking
 

funds.
 

Funds generated through the debt for development
 
initiative would make it possible for the local and United
 
States' higher education and research communities to cooperate in
 
a number of long term activities of mutual interest and
 
benefit. 
Illustratively, these might include:
 

Expanded faculty exchange programs over a broad
 

range of disciplines.
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Creation of sharply expanded opportunities for U.S.
 
undergraduates and graduate students to study at
 
local universities - language and culture as well
 
as the various scientific and professional
 

disciplines.
 

Professional internships and cooperative work/study
 

programs for U.S. and local students.
 
Long-term collaborative research among local and
 
U.S. scientists and scholars in all areas of the
 
sciences, humanities and the arts.
 
Linkage of local agricultural scientists with
 
ongoing multi-national collaborative research
 

support programs.
 

Local/U.S. university cooperation in strengthening
 

new or less-strong local schools and universities.
 
Endowment fund for competitive grants to local
 

scientists and educators.
 

Joint local/U.S. development assistance programs in
 

Third World countries.
 
Support for nationals from Third World countries to
 
take graduate degree work in other Third World
 

universities.
 

Income from endowment and other funds to "top up"
 
salaries of local educators and scientists to
 
assure their retention in universities and research
 

institutions.
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The above illustrates a few of many possibilities.
 
Through time, other opportunities to collaborate in areas of
 
mutual interest will arise.
 

Many private voluntary organizations have expertise
 
that would be useful to development efforts. 
A series of
 
community credit funds as well as training and technical
 
assistance for small scale farmers and for agri-business
 
production to be undertaken by women are being considered. 
These
 
projects would provide benefits for numerous small communities in
 
the country. 
A wide range of other social service and relief
 
activities are also possible.
 

Local universities could benefit from an expansion of
 
private voluntary agency programs supporting educational
 
exchange, faculty development and university affiliations with
 
U.S. institutions of higher education. 
 Particularly appropriate
 
fields might include science and technology, urban environmental
 
problems, public health and agriculture. 
Similar opportunities
 
exist for literary programs jointly supported by the Ministry of
 
Education and U.S. not-for-profit groups which have developed
 
management systems for computerized individual learning methods
 
with software easily adapted to the local educational system. 
In
 
the public health area nursing education, prevention of drug
 
abuse, control of infectious diseases and education/prevention of
 
the worldwide AIDS threat are all fields where American
 
experience and research could make major contributions to local
 

development.
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Third World countries could benefit from the
 
implementation or application of many of the environmental,
 
public health, agricultural and educational programs cited
 
above. 
Many non-profit members of the coalition have local staff
 
who are experienced in these fields. 
 Furthermore, local non
governmental agencies are in place and are 
logical and necessary
 
participants in any development program.
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ATTACHHE~1P A 

Latin 7MeriCa's Lost Decade: 
SCM Figures 

Pial per capita GDP 

(% Change) 

3.7 

12LO 
-1.9 

1"8i 
-3.5 -4.7 

128J 
1.4 

M 
1.4 

98 
1.6 

1987 
0.3 

1986 
-1.5 

Cosmer Price level 

(% Cange) 

56 58 85 131 184 275 65 199 473 

Imstmmt(% of GDP) 

Exports ($ Billion) 

Inports ($ Billion) 

External Debt ($ Billion) 

23 

94 

97 

231 

22 

100 

105 

288 

21 

90 

85 

333 

17 

92 

64 

344 

17 

102 

65 

362 

18 

98 

63 

371 

18 

80 

64 

382 

18 

91.4 

71.6 

411 

18 

104.2 

77.5 

413 
Debt as % of Exports 

Debt Servioe as 1 

of Exports 

183 

34 

210 

42 

273 

51 

292 

40.8 

277 

40.9 

296 

40.3 

351 

45.0 

340 

35.5 

309 

42.8 

Net Capital Transfers 

($ Billion) 

12 10 -19 -32 -27 -33 -24 -21 -29 

Scurce: The Americas in 1989: Cxsensus for Action, p. 4 
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Notes on Debt for Development:

The Debt Conversion Process
 

The Debt for Development Coalition seeks to aid not
for-profit organizations leverage their resources by acquiring
 
discounted debt on the secondary market and where feasible
 
acquire inconvertible currencies at favorable rates. 
This paper
 
seeks to discuss the process involved in doing a debt conversion.
 

The critical initial step for a debt conversion is to
 
obtain the approval for the proposal from the host LDC country
 
involved. 
This process can vary from country to county,
 
depending in particular whether or not a program for debt
 
conversion has been incorporated in the underlying restructuring
 
agreement. 
Such approval always involves a discussion with the
 
appropriate people at the Ministry of Finance and the Central
 
Bank and sometimes with other departments of government as
 
well. 
 Normally, the host government will want the project to be
 
very specifically delineated. 
The terms of the approval, if
 
obtained, will set forth in some detail the nature of the
 
project, the amount of money involved, the date by which the
 
conversion will be executed, and the particular type of debt to
 
be used in the conversion process.
 

Once the approval has been obtained from the host
 
country, the actual transaction must be undertaken at this end.
 
The Coalition, on behalf of the particular member or members
 
involved, will approach the various players in the secondary
 
market of such debt to discuss the details of the transaction
 



with them and to obtain an indication as to whether or not they
 
are prepared to handle this particular transaction and, if so, 
on
 
what basis and at what cost. 
Then the Coalition will determine
 
which financial institution is in the best position to execute
 
this particular transaction, taking into account the speed and
 
quality of services provided (including documentation services),
 
safeguards against potential risks, and the competitive costs.
 

An important question is how much time will it take to
 
execute the transaction. 
In those countries such as Brazil,
 
where a program is already in existence authorizing such debt
 
conversion and the secondary market is functioning fairly
 
smoothly, I understand a transaction can usually be completed in
 
anywhere from 24 to 48 hours. 
In those countries that do not
 
have such a program, it will vary depending upon the nature of
 
the transaction and the particular country involved and will, of
 
course, take a substantially longer period of time.
 

Financial institutions handle these matters on a "cash
 
basis", that is to say once the bank has identitified the
 
sourcing of the debt and has agreed to handle the transaction, it
 
will normally request the dollar amount "up front". 
 By demanding
 
the cash up front the banks eliminate the credit risk. 
BLsically
 
this is the risk that once the financial institution buys Third
 
World debt for a client, the client is unable to come up with the
 
money to buy the debt for its own account. 
There are various
 
techniques that can be used to deal with this problem, such as
 
arranging simultaneous transactions or using options.
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Financial institutions are willing to consider various
 
sizes of transactions, especially where the discount is steep.
 
As a rule of thumb, many secondary market participants have
 
indicated that the minimum U.S. dollar amount for a debt
 
conversion transaction is $500,000. 
 In sourcing the debt for
 
conversion, the banks will sometimes look to their own debt
 
portfolio in that particular country and sell their own debt but
 
usually they will go into the secondary market through their
 

"trading" account.
 

The documentation for such transactions is of course
 
extremely important. In practically every instance lawyers are
 
involved at both ends of the transaction, but this documentation
 
is becoming increasingly standardized. The principal agreement
 
to be executed is an "assignment agreement" between the seller
 
arid the purchaser and the acting agent. 
The Debt for Development
 
Coalition has obtained two different copies of such agreements.
 

The banks generally agree that it would be very
 
advantageous for one entity, to act on behalf of its members. 
In
 
the past, they have seen clear evidence that too many different
 
entities going to the same host country creates unnecessary
 

competition and confusion.
 

To summarize, the typical steps of a debt conversion
 

transaction are as follows:
 

1. The not-for-profit as purchaser (or the coalition
 
acting on its behalf) gets approval of the project from the host
 
country (including the Central Bank and, where necessary, the
 
Ministry of Finance and other appropriate ministries). This
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approval can be done via the financial intermediary (usually a
 
New York bank) or in some instances by the local affiliate of the
 
not-for-profit itself working with the local authorities.
 

2. The not-for-profit (or the Coalition) discusses the
 
details of the approved project with a U.S. financial
 

intermediary and if agreement is reached between the two, a
 

letter of intent is executed.
 

3. The financial intermediary identifies a source 
(a
 
seller) willing to sell the appropriate debt. (Occasionally the
 

financial intermediary will utilize a part of its own portfolio
 

debt for such purposes).
 

4. The financial intermediary verifies with the
 
Central Bank that this particular debt is eligible for
 

conversion.
 

5. The not-for-profit transfers dollar funds to the
 
financial intermediary, who in turn purchases the debt.
 

6. The financial intermediary notifies the Central
 
Bank that the transaction is completed and requests the Central
 
Bank to transfer local currency equivalent to local bank account
 

designated by the not-for-profit.
 

7. 
Local currency funds are available for use by not
for-profit and/or its local affiliate(s).
 

There are often variations on this typical example, of
 
course. 
To avoid or minimize risks, all components of 5, 6, and
 
7 should be completed simultaneously or within the shortest
 

possible time frame.
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III. Parallel Loans or Utilization of Blocked Funds
 

Blocked funds are another source of local currency
 
financing. 
Most of the banks are willing to assist us 
in tapping
 
this market, although Citicorp in particular said that they shy
 
away from this activity. Apparently, Citicorp has had its hands
 
slapped for doing this by some of the host countries.
 

The source of such funds is usually multinational
 
corporations with operations in 
a particular country. 
once a
 
source has been identified, the transaction, I am told, can be
 
executed within 24 to 48 hours under normal circumstances. In
 
most instances, the multinational corporation will want to know
 
for what purpose the funds will be used, in order to satisfy
 
themselves about the nature and legality of the transaction.
 

The banks point out that it is almost always cheaper to
 
go the debt conversion route, if such be possible in the host
 
country, than to utilize blocked funds. 
 A number of smaller
 
brokers specialize in blocked funds for very difficult countries,
 
including Africa, (the commercial bankers caution that one should
 
be careful in dealing with these brokers). The Coalition would
 
need to assure itself that these smaller brokers can deliver as
 

promised.
 

IV. Poolina of Funds
 

In order to operate in this market the Coalition needs
 
to set up a "pooling of funds" arrangement for its various
 
members to facilitate the execution of these transactions. The
 
Coalition wants to be able to faci.itate this pooling service on
 
a confidential basis within the near future.
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One of the first things that needs to be done is to get
 
the necessary information from the individual members permitting
 
us to coordinate the pooling of these amounts and the target
 
dates. 
For instance, inforriation is needed on how often and what
 
amounts a particular not-for-profit member needs funds in a
 
particular country. 
In most instances this will involve an
 
indication of how much money a not-for-profit needs per month,
 
quarter, or per ycar for its operations in a particular
 
country. Strict confidentiality of this information will be
 

assured by the Coalition.
 

Once a pooling arrangement has been set up by the
 
Coalition with a financial intermediary, the particular
 
interested not-for-profit members involved will need to deliver
 
their funds by a specified date. 
While, as mentioned earlier,
 
the banks operate on a cash basis, most banks will only ask for
 
the cash after they have in fact verbally arranged but not
 

executed the transaction.
 

Information will also be needed as to whom the
 
equivalent local currency should be delivered at the other end
 
and where, including the bank accoun.. 
 Sometim~s 
a not-for
profit member may not need all of the funds at once, in which
 
case the Coalition could investigate hedging possibilities in the
 

country involved.
 

Attached is Exhibit A, setting forth a format of the
 
type of information we will need. 
Those in the Coalition wishing
 
to participate in pooling arrangements are asked to review
 
Exhibit A, and contact the Executive Director, Jack Ross
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telephone (202) 822-8200 with any problems, suggestions,
 
questions, or additions you may have. 
Once there is agreement on
 
the format, implementation will proceed. 
Please supply your
 

comments by November 18 at the latest.
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