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mLAaSSIF lED 

May,1 3
PARAOLIAY -CWMARIA PARAGUAYA DB 'DESAMnLw _S .A. 

SUMWAY ANID REC0NHENDAT IONS, 

deelopen Comups. I Pa aaydeDsrollo S.A, '(COI4DBSA)') a privatedeeomn bF~aka. aagaa~e ~sr 

'F 

20 2=_OLON: 3,00pO0including up to $100,000 authorized for'~1technical assistance for COMDA. ~F~~ 

Term--~ 20 years to rea ncuig5 year grace peiodIneet %drngFgrace period and-,4% thereafter ~~ 
3* PURp0SE: $The pri pncip9purposes. of the Loan and the Project are to:*(a) consolidate CMDSA aa a sound financial institution which willbe aDle',to absorb additional rinancing at non-concehionary terms;~(b)support the evolution ofC0HDESA as a develojpment bin;()mbiiethe avinso theParguayan privateFsector in the form of CONDESA. Fshares and debt instrumients; (d)direct ths nte COMDESAresurces to~generally acepe prort acii si'te privatesector; and (e) assist in meeting the medium and lon- teidvloencredit neso rw r eeomn neeso a rowng economy, 
4\D]3$CRIPTIONOFTHE .ROJECT:The project consists of proid CMMWihteedditional resources It requires to continiue-its lendingFand financing activities and to sustain an-expanded developmentbanking role, The loan will finance projects in teprivate'sectorin the fields of manufacture, agrjibuhineua,tranportation, minin~g;and other services whaich will improve efficiency-in the~productionnnd distribution of goods and services. It will also~finance alimited amount of technical assistance required by COMDE8A. itwill'also include a special fund to meet the technical assistance needsof COMDESA's sub-borrowers. 

The additional resources will allow CONDESA to: (a)maintain its levelof lending operations and expand its investments activities; (b), buildup Its portfolio so as to produce adequate income levels; and (c)developadequate reserveB, earningo and dividend payment capability. 
5. 1MCKGROUqN~s The first AID loan for $2*6 million (526-L-019) was­authoriced on June 16, 1969 and the LoanFAgemnFa sge n-August 28, 1970. The conditions precedent were met-on-'January 181,1971 (Implementation Letter-No. 6). Since thiin'OMDESA has built asound portfolio in financing 127 oparations aw o~iJ i722,608 asFYof December 31, 1972. AID :loan Aunds -amounting to $1, 764,0o60wereused together withCOMDESA1.e own funds. 'The firsI loan is expected F 4 ~tobe flycotliitted by June 30, 1973.' 
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.- projected- oum-f-prtion7woul6najbl-7CMDeoT~bjiectives~and raey, in 'the fuiw to a ts(~urjonfoncncsson
 

~7* PROFITA31LITY:~ Statn with CY 1974 CwmDEA' s -a tfigcapacity is~exetdto~provide oiiensf,6'.&
93therferto'shareholders. Ti aei osdrdadqaet 
l? 

atrat 
 ew equity. AID' a proposed~tbereafter is theinaxfimum couuenaurate with GoNDESA' s interest rt''3,-rcearning capa period-andr47or~~.', ~next' 
4 

four Year period~ Aftei thatrf jo be e p n d,
slufficiently, to-, borrow lonjg~l moe tcopttv world' mony
A'-2Msrktrates without 
fu ther ne'fo ocsinr assistance,-:-
OTERSURE 


inict 
O IMNCN: h Ei~-k the IBRID an IhDB­-intheiimetnk 


they 
indcaedinther etera of _12/15/72; 12/121./72 ~/11/73'1n that 

7 
were not interested in financing the project.' Commerciallines of credit while helpful 'inmeeting 'short term needs4are of
limited usne and not appropriate to meet the current needs of COMMDEA
for medium and long term financing.
 

9. STATUTORYCRITERIA: 
All Statutory Criteria have been met. 
 (See
ANNEX ) 

10- V-I'E BOF11ECOUMtRY TU.M 
 The Country Team fully endorses this
projcct inview of its effects in directing private sector savings
and Investment towards development projects. 
The availability of
these funds will help create new activities and expand existing ones
;with the resulting increase of demand for skilled and unskilled labor
and thq creation of n 
more stable market for Paraguayan raw materials. 
L. ISSUEBS: 
 Several issues, including the degree to which COMDMA acts
as a dnvelopment bank; ,the total local currency component; the use
of appraisal banking practices; the debt/equity ratio; the desirab-ility
of a Government guaranty;
finattcing the exchange risk;iLiCtiiCkfliincing; anidwere anal~yzed and resolved during the Intensive Review. sub-


Details
of each issue are presented in various parts of the Loan Paper, withi
a summary of the analysis and resolution of each in Section VI
52-62. page,"
 
12. REGOtWM1ATIONS: I
On the basis of the conclusions of the CapitalAssistanc'! Committee that the project is technically, economicallyand flnantially sound, it is recommended that a loao to the "Compania.Paraguaya de Desarrollo S.A,".for an amount not~to exceed' $3,'0OO,Ooobe authorized gubject to 'the following conditionsi" 

' 
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aInterea -and TrsfRe et.Droerhlrpyteloan 

to-AID w.tthin'twenty (20),years'ffiomhe 'first disbursemetudr 
t~e loan, includi'ng a grace period of-not to exceed five (Y) -

Yekf.Broe hl pa to AID in United S+ te's dollars on the7,disbursed blanceofthe~ loan inerest of three eriet % e
SAnnum during tegrace~period and four perce t e nu 

~ 

* 

b. Pr~ os~in f ela agreement, Borrower wil *iiibiit
eidenice~that theGenoralr. Assembly of Stchldr a apoea~dtoa~aiai~inaonigto-a,:inimiii of the equiva-'. 
1 nit of>$500o000 

C.P nfbor, toIni tial Disbursement. The Loan Agreement wl nl d 
the atandard conditons and require (a) evidence:,satisfactory
to AID that 'the Borrower. has~taken appropriate measures to raide
its paid-In capItal to the, equivalent of *l.5'million;~( viecof full commuitment of funds froi L 'n~ 2--9(}teetbih 
ment of a separate reserve for maintenance of value commensurate 
to Borrower'sa outstanding long term foreign debt in, addition 
to the reserve requirements of the first AID loan azid the legal 
reserve. (see pages 52-53) 

Other Terms and Conditions: 

.. 

T 

a. Goods, services and marine in~surance financed under the loan
sha.ll have their sources and origin in countries included inCode941 of the AID Geographic Code Book. Marine Insurance may be 
f'inanced under the loan only if it is obtained on a competitive
banizi and any claims thereunder are payable in freely convertible 
currencies. Ocean shipping financed under the loan shall be
procured inany country included inCode 941 of the AID Geographic
Co:de Book. 

4,C. 

44~ 

b. The loan agreement will provide for a par pas arrangement for 
payment of the additional capitalization as±6I01ows: 
a) No more than one million ($1.0 million) of this loan will be
released unless CUC4ESA submits evidence of rece4t of additionalpaid inpapital &mounting to the equivalent of.$166,000. 
b) 11o more than two million $2.0 miillion of this' loan~will~beroleased unless CONDESA submits evidence 'of reoe~pt of additional 
paid In, capital amounting to the equivalent of4O Qo. 
Unless AID otherwise agrees inwriting, Borrower ma.y notbro 
from other sources any amount of money which wvould renult'i a4
debt equity ratio in excess oC five'(5) to onie (1),., 

N 
. 

1. Un3,esB AID otherwise agrees in writing, Borwrs ln t: 



a.seAi~ anfunids o ae'any 'sub-loan for, termii Jesav tha 
on01 y a r oe, t ain- i0 yrears., 

~innc n hoeor in part, wit:loan f~s any- projc wh ich
inclu~e','efnaigof any, kind~ 

Use 	moe btaun an aggreagate amount of 30O,OOO ofo. 	 funds from the 
lon fo qit nesmns 

d. 	 Provide more than twenty-f ive percent (25%) o'f th~e4equity1< ~investment for any sub-projc;i 

e. 	 Ug more than 25% of AID l1oah funds for 	working, capital~ financing . 

f.Dcaeor pay any cash dividends onanyany'es fsa
 
of-stock of the Borwr whiether nwor hert34fter', auttfiina'q ich'a4ibwould represent a norrturn of more- than ~twelve ,percents (12%) 

te saholder in anyto 	 calentiar year unlejpp such distributioniexcess of twelve percent (12%) is matched by an equal
Appiopriation to earned orisand also an equal prepayment

of the AID loan; 

g. 	Halta any sub-loan to any enterprise when such sub-loan would .cause the debt-equity ratio of such ent~erprise to exceed the

ratio of 70:30;
 

hi. 	 Sell, transfer, lease or otherwise dispose of all or any.
cubstantlal portion of its assets (except for sale, in thenorwal %,ourne of business, o~f equity investments)
 

merger of consolidation; 
 ,o netk n 

S.~
ubordin~ate AID's status as 
preferential creditor to theI'
claim of any other credit of Borrower.
 

2. The Boriower will consult witht and obtain prior written approval
from kID, before undertaking any of the following actiona:,
 

a. Approve more than three nub-loans to any individual,,enterprise

or single investor group;
 

:~%<. b. Make sub.-loans to$ or equity investment in, any enterprise if
cheaggrete amount exceeds the'equivaent of one hundred 

L 

I 



'lan ui s to, mak 

AI anyISsfun-loan" oke.1ori'gwcap tal'~ 
~ onl. In th cae uilaswhereLworkingi?~ 

comonnt th of such comonent.'shall' not~'b-financin _-	 efra 
ter of-ess thand12 months;,
 

dMaerially amend ischarter or by-laws on the bauic terms~,rules, regulations, olce n poeue'
 
AID for the, implmentation of Lan526-61 'ece Whe
such amendments are required to fulfill ne condtion
 
and covenan~ts established in thie lprebent loan;':' 

e., Change management of the Borrower.,, 

3. This-loan will ,be subject to such other terms and conditions as 

AID may deem advisable. -


Project Committee: 

Loan Officers: 	 Jean M.H, Artaud, CDO/USAID/P
 
James Be. Riley, PED/USAID/Pi

Jamee Shea, LA/DR/AIDfW
 

Julio Co BAsualdo, CDO/IJSAID/P 
Financial Analyst: 	 Edward Lijewski, LA/DR/A1D/W 

* 1conomint: 	 Robert W. Adler, PO/USAID/p * 
* Controller: Donald B. Barrigan, CON/USAID/P

negal Counsel: Barton Veret, LA/GC


* Approved by: John R.Oleson, Mission Director, USAID/P 
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---- SECTIONI PROJECT1-BACKGROND "'".Z ""' 7, 

Origin of the Project, 

In August 1970 AID signed Loan Agreement No. 526-L-019 for $206

~-mitllion with' the 'CorpanliP DesarrolloS.A. (COMDESA),
aaraguaya de 

a private development finance and investmetinstitution. The ,AID

loan provided lending capital tand $150,000 for technical assistance,

In the light'of experience the technical assistarce component was
 
increased to 
$3001000 to'meet the'needs of COMDESA and its sub-borrowers. 

The overall performance of COMMEA during its 'first two 1years of
 
assistance is commendable, (For detailed analysisofyperformance see
Section I.C. page 6 ). With competent technical assistance and
 
dedicated management COMMeA has demonstrated not only that it could
 

ofplac$3,722,608.the funds ut alo tha it72asticiating balanceoutl ofi about i$500, 000 :-:'''::,There .remains an, uncommitted citen of tupoe ' 
= 

rI i A',D Loan 526- L-019, ' which is expected to be 'fully :disbursed, by.-the i :ii ! 

fpresen loan A requested the AD to csider otshecnd lo n.t

The aSAiuluggested that COMDESA
i seek the addtfo ici . inancing it .nededofi ti3,7268 hr anreanrm COMAwice bala ofabort $50,00
aplcann

ineIDforanrom other cntrnatin a lendiln antitutlonso
conpeced ltorb ver BDhefoelowingrecord.19Thich ias corrydsbordedbeth3
 

months COMDESA approached each of the interational atcies without 
success. They all indicated, that' they were not. ready to consider, at -! !'i. 

. r" " (SeeAlXACOX 4Ji Es this p U r k prelmnry.

aomis. of OnDeSA's financlal situationwith and without additional
 
concessionary finaceing toncluded
and that asecondlanc t out
 

termswa requred COMd 
 were to rein viab eand active, in the 
deelopmene inancing ieldoie Suble a r was prrepared and 

submitted to AID/Wanhington on November 2, 1972 and CAEC. approval was 
granted on Nvember 10, 1972. (See ANiNEX' IV) j, 

Borrower. . B ­

1. Staitus.
 

.me Borrower, COMMEA, is' a.private -development finance. and 

investment compapr7 created inconf.ormity ith Section 3 4138 ad319 of4
thePaagayn ovrnssuh omanes. By ~ .. > 
CmmrcalCoall~db 


http:record.19
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k; Decree No--.1 .425 -of August-21~ 7 OIE As au s a dl 

2. Oraiaton, 

The current organization chart of COMDESA is presented' ifl'ANEX V_-'~~--­-Exhibitl1." COMMEA operates through
Directors and 

a'General Assembly, a Board-,of9Management Staff. 

a~ General- Assembly is the s'upreme authority..of COMESAand.consists 'of allB'harehojdr*4- By law, the46 eneral~44required As ebl is;'to convene once a yeari, wihnfuclose'of the Fiscal Year,' Extraordinary.4sesonaj,ay' be called Vtiatrh
at any-time by the Board of Directors on its Own ~initiativeor at the request of stockholders, 

The responsibilities of the General Assembly include the following: 

(1) review and approve the operating budget; 
(3) determine the distribution of dividends;
(4) agree upon the creation of reserves;(5) elect 6he Directors and Atraeanddermn 

the number of same;(6) elect the external auditor;(7) fix the remuneration of the Directors and the 
(8) dtriepolicy concerning issue of now shares; 

44­(9) agree to modifications and
of its By-Laws. 

b. BoardofDirectors, 
The Board of Directors is in charge of the
direction, adminisjtration and supervision of. COMDESA a operations,It consists 
­

of 8 Directors and 4 Alternates elected byAssembly among the shareholders. the General 

Once constituted, the Board appoints the Chairman, Vice-Chairman, k
the Secretary and any other Executive Officer it deems necessary. 
.. 

C0aDESA'sBy-Laws require that the Board meet at least oncea,month in reiaular session. Extraordinary meetingsby the Chairman or at may be called
V the request of any Director. More than4 Directors must be present to constituteare a quorum and resolutionsdecided by a majority of votese of those present-except~ forthe approval of loans whien a V 

Directors, are 
3/4 majority is required' 'Theelected for three years and mayterm, serve more-than oneTheir mandate is deemed 

General Assembly appoints 
to have been extended1 until thet'-~"'"i a new Board.. 

4 ~ , "' 
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()carryout:theresolutiosof theGeneral Assembly or 
see to it that they are carried out;

(2) 	 organize and 'direct the operations Of CONBA and 
approve its budget; 
designate, .3) the General Manager-and/6r?other Mangers
and other staff'of CO.DESA and f-x.thair duties and& 
remuneration; 

(4) 	 call meetings of4 the Genera' Assembly; 7
(5) establish the rules and regulations of OomDESA and 

assure that they are implemented by the''Chiairman of ''the Board of Directors and by'.Managaent;
(6) prepare the annual report, the finiancial. statement,proposal for reserves, dividend distribution which' 
 ...... 

* 	 must be presented' to the General Assembly;
(7) 	carry out, with full authority, all activities needed


to direct the operations of.. .DESA 
 and take 	all,measures
 
necessary to protect CODESA's interest.
 

The names of the present Directors and their bio-data. are
 
* 	 . . included in ANNEX V Exhibit 2.. 

Ownership. .3. .. 
.. 

COMDESA's paid-in capital ims contributed by 196 shareholders sub­
divided into three categories:
 

Group A 	a 185
+ 	 - 50% of total shares representing the- c : ++ i i / :,ii+::i: :::,equivalent of $5S~00,0. ++ ::+:,++
Group B - 25.10 local banks - of'total shares representing $250,000. 
Group C - ADELA - 257. of total shares representing $250,000.
 

The wi.de distribution of shares among the Groups A and B shareholders
 
-
 was 	designed to prevent any dominating influence by any individual or
firm in CO4DEBA. An exception was made in the case of ADRA 	which wasthe main 	promotor of the institution* ee Annex 	V, Exhibit 1A"f....full[d description of Group A, B, C stock). ,for full , 

The Loan~ Comittee believes that 	COMMEA has benefitird from theexperience of the 4 local bank represenatives who serVeron its board 'ofDirectors, Representation of the local ban'in CODEpe ia ptd to
help in 	the package lending system whlich will 	be used during&disbursementof'the secDnd loan. According to that system all maturities of less than4:'4;one year will beoffered to local 'comuercial ba - (For
 
Of "1package financizgf see pageo 20). 
 -


4 
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epetWih o teaddito a equa condition for the seon ir
0cod lon,> COI4DESA'siti intends to plc
The balasnce will be offeri-tO the oa
~~ 862Db ~~ ~ 

UNC AsiFiD 

Wil ea asa shtOMBSwl 
management- indicated that­withuialnto
new, uiscrjbers, 
ak and ADHLA- LThe 'Genera 1toc~kiholders, scheduledfrte nhcHal93,~will decide on thermanagement pa oinenwsie
 

4 OMDESA'sNStaff.,1~
 

In ddiionto
he-anaerand the recently recruited Assistant
Manager, COMDESA has a' staff ,of 10 employees,
 
During..1 9 72-'under the guidance 
 of the Bankirng Consultant and theleadership of the GnrlManager, COMDJSSA has Nstrengthened. its staffby recruiting the3 services of,,,two experienci d l3. cal profess bnalsoccupy kyotinhe toorganization, One comes' to 1CoDbHSA after 10
years of work in lianking and financing, He is the Assistant GeneralNanager,.4 The other, with training and experience in a'cutg an~drauditing, is the now Chitef Accountant.audit functions have been assigned 

In additio~n, the internalto a now recruit with high qualifi­cations and excellent experience in accounting controls.,,In' discussionswith COHDBSA' n management, the Loan Comitteeplan of COI4DESA learned 'that"the personnelcontemplates the direct hiring of a compeent financialbudget specialist, versed in capital markat operations. ' The LoanrCommittes encouraged OOHDRSA in taking
d1ifficulty of 

such action but racogujized thefinding promptly among the local talegjt someone toitha position. It fill.will requi~re not only knowledge of fihnncing andban;king in Paraguay but also fluency in English in order 'to~be ableto communicate easily with the main sources of funds. forinvestmnts. loanis anidCOMDESA'o management promised to~take action soon, Whileitwill be possible for CONDESA to hire the servicesConsultant of apart-time 
< ' 

to carry out such functions,
due the Loan Committee feels thatnatureto the of the post and the continuous needCOMSA should creatte a high for such services,level permanent
The position in its organization.cash flow projections for administrative expenses inc lude provisionfor such contemplated action in 19734 ­ -.-

EconomicAcmlsmns 

By legal requirement an 
 nenlplc~dcnoOM)S

-by 
 financi there productive activities whichartiy oper~ates

to haediuc 
­

beeicalifluence'on Paraguayanecononic"'davolopuaent.

lendin Thepr t 3aww4fCO
EAwrG58esDalid. 

in consulttijn withCOMES~cfirst priority isprofit maxmization'adtprmy 
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Z~:. 

concern is to etbihitself as a viable pib1e"6etou-o-a 
e oraprovidig ani~adequate, return toits owners.. -The purpose of tis

Section is, to~analyze the extent to which COMDIISA's prftoinesB'profi oriencedaj
operations. are consistent~with 6~e development priorities .,tfi 

Pragueyan economy.,.,,, ++­

Fro~t jts incptionCHDESA has concentrated its efforts towards .1ar 4usinessa " anden through ?financingnd technica1 
asistheaic ee de to i iector 
It has stmltdthe use o a aiiiii of Paauyan i iad.'.contributed to an increaoi thet fmaroerericultu1 forestry 
product~s usedI by its industrial borrowers. It has also on i' el 
basis filled a gap by providing medium ad'long,term.ifihaning to,
the livestock industry which is considered the most important sectorof the Paraguayan economy... , .7'. 

V. 

:an 

K 

It is estimated that new employment in the projects assisted by4
CIDE8' lon is in the range of 500 joba. 

During the Eirst two years of its existence, COMDESA has placed'
3.7 milliou in 127 operations which have stimulated investments 

inl excess of 'r.0 Million. While it cannot be asserted that without4 
COMMEA most of the operations would not have been financed, it is 
nievortholeas cercgin that CO)IDHSA has promoted 27 new ventures in 
Paraguay. Over $),.0iiiilliou of 'loan fundo were placed innew projects
swhich generated an additional inveotment estiumated at $3.0 million. 

Through iLB prcject identification and promotion progr, C0MDESA 
han prepared tho ground for the developtnent of projects on the. basis
of nound technical analysis. In doing this CONDESA has settepc
and givea the' example vichwill lead to development finenpace
predicated on appraisal banking.,acn 

33' ' < 

-

* 

CONDESA's portfolio is well diversified, Its financing has3 
reachodI all the sectors' identified an priorities in the Development[2> -Plan of the Government of Para.ay. - , , 

The Loan Comittee is convinced that COHDE8A hai'made a positive
ontribution to the development of the Paraguayan private sector~ 

<3'~ii.. i:............. ++.:2 
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C. efrac Evaluation,~t 

The Loan Commuittee determinedi that
<perforce include '(1) 

its evaluation of ~COwnSAh,ust 
-*c-nuis~t~n~texe~to 

as-,set forth in te ADEIAFeasibility-Study and CA esenain ' ff~~~ (2) the parformauc of CMDE nttin;and cvenans~e'tabl respecting the objectives" condition~sand coveants esalshed by ;the Loan Areement and '(3) COMDESA's 

,Our'~evalujaton,'-obvioualy2 tbok cognizance of the Points, concerningC0NDB8A'~pe~foere, 
to 

dic nc ule. in 'the'2 ablos ubsequent~eI~j~dtepreliminary viuit of th, TDy 

, 

iibersof 

it w s n i ed a s 
that C M E A should be 
va u t d i-o
the criteria for development which werd utili ed by 
 is YlOi
report entitled "Development.Performance ofAid-Assis'tedjeverBanks in Latin Ameria" Devoseelopment-it

hos" 
were derived from the criteria established 


cal citeiaitshotild be recalled,
in the' M4O's and AID's1969 Spring Review of it.development bank program.,V 

The task was facilitated by the availability of audited,year-end
financial sttmet through December 31, 1972, three AIDof the auditsproject whiich included a pro-authorization critique and~theoperhations of COMDESA from its inception to Novemberan AID evaluation report of COMDESA.in 1971. 
30, 17 n 

Subsequent to the
study of these documents, the Comittee's evaluation,,consistedof a review and analysis of COMDESA's portfolio,a tracing of
COM4ESA' s and the Mission's procedural and documetry/rpoirtingsystems froma the receipt of an application to repayment of a sub­loan and, in conjunction with various members of- the HMiuuion staff$ 

4contacts either directly or through authorized repreuentativesthe
principa7. suppliers of credit in Paraguay. 
Presented below are the
conclusions reached by the Committee in respect to the five gener'l
areas of review, 
We have placed greater emphasis on the more 'recent
concerns, particularly the development orientation of CONDESA aiid
the issuo of oubstitution financing, primaxly inview of theLimportance attached to theum mtter, ,and the fact that ~the AID auditreports and AID review of the project in 1971,quite adequately4 treated the questions of consistency of theADELA study and CAPpresentation with the performance of CONDESA'­

1, TheADELA easibilityStudyandCAP Presentation. 

4 

The Loan Comuhittea believes the ~overall piroect design andobjectives as proposed in the ADHLA study and CAP to have been 
,. 

~>4 ~Ucompatible with the necessary requirementss for such 4an institution 

""''.4-

'4 4
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in.Paragualy.' Th'nl ignificant~deviatinsfomtepjcta
CA - m e inolve (a), teoportion o'floanieichnow~account for387. (U 'One million)4or fud -rather than the small unspecifiedpa*rCent gof ft oprjected ±U'thCAP, (b)~1tie montoovjiued~~8MmA*u~a~nc a underestimatdn 5dou~ed to' $3000'00ted nd-usequently wasd~ib ld~'~~~30, 00and (c) I the p'je 'tejdjtio bevwn dollars:and gurne was' unbalancid in the lih oflclc'dtos 

-~-: 

<jv 

-9 

'As regard. vorkig C.1pita I the fundamental, faciors~iwh±ch createddifferences 'word the underestimation ofwokn aialed operioda gre'ater than the~ co~eis al' banks wouldbsncof wrigcapital for cittle±fpo e entreteutd th~bec
tocmpeent the 'major IRD~ lon wich asitdterancher8simaincapi~tal improvemuents to their ranches4 The -ranihe i~enmakinwith aubsteutia1y~ improved capital plants but withou~t working cailto ex~pand their operations to take mij advatg f~I ivsecapital. rorty eight Of GONDESAIP sixty nine loans in 1970 anid 71weredircte torancherz to relieve their working capital shrae 
CO~DIUSA's additional requirezuent for technical assistance fundshas resulted from COMDflWA's increasing insistance on a higher qualityof planning9 and a1nalyfis Of PrO~joctr,. COMDESA has also shifted5 itsemzphasia from ah. rather simple to the more complex type project, 
The dollar/Ruargni ratio wav predicated on a series of projectsaud generally accepted IIVC/LC ratios derived from experience outsideOf PAMuaiy,, Hoifever, tuo unforsen Bituvtions unbalanced the projectedvratio, namely: the above noted working capital shortage and thedove lopmowe of COMM~Au thaermy uple of construction funds. -

virzually tho sole cource of funds. After one year of operations AID/Waprovad on muendment to the Loan Agreement, allowing COMDESA to use,up to 60Z of the loan fund& for local coot. One of the issues treatedL­coTen thia poiemnt , SeScin ae5 

- 9. 

v5 

I-

75, 

S 5\ 

COMUlYSA'a perfomance has been satisfactory aLn thatlit has, withminor exceptions, made "loans and investments in private industrialand agriculturni anterprijes t~hich lacked alternate sources of creditat adequate toraw" within the priority areas described in the LoanAreement, Sev~ral of the jiroblemu areas concerning pro cedures andapprovals which the committee noted have been~or are being resolved~curntly, Buifore addressing thesea items it should be noted that~some di.fficulty was experiernced in the timely payment of equt by
~~.)~SA 



---~~~~0 TlLt2~iri~ 

the project subscribe r.' This matter was satisfactorily resolved'and6vste'pooafor -equiycnrb,~

v~-' the Couxuittee :beliee '1th proosa cotiuto'ont aIed
in tlhis should preclude a~repeat of 0ti~i~ain 

a te-3N'-> p"-CA''' n 

Initially, there was as'eries'of implementation probl ems related- toj;CODRA' strict adherence to'-those coveat concerning the ne o 
adoquate seuiyo sub loans# 'the submission of satisfactory project :ty
exocutioa plans,~< ' 7 ­

the~ excin of shortand'K two term (60 and, 65 days)3
loans amounting 0o'4OO.~These siutos ae entoogl
reviewed and~noere ietitioii isexpected~Inview of 3COMDESA s
 
maturation and j'prformance it 'ispr idtatM~S' unilateralaroval ,limits be3 increased. The o sdtrsadcnii
 
presented in this paper reflect the suggested chiiges.'
 

Twocurrent problem situations 'arethe adequacy of CODESA's
 
reporting and the submission to AID for prior approva of five
substantial modifications3 by COMDESA of its operating policies, 
A

series o forms have been developed by the Mission wehich will rectify

the reportinig deficienc~ies.* Thesi forms have been discussed with.. 
CONDESA and COI4DESA's operational manager states he can comply readily.
The essential problem has been presentation rather than a lack of -3
information within COMDRSA.
 

3. COl4DESA's Performance. 

The Loan Commiittee is satisfied with COMDESA's overall development

and orientatio,, 
 As AID previously' approved the various organizational

documents, we restricted our study to how CONDESA operates. 'On the
 
basis of our review we have urged and COMDESA has agreed to retain 
 .the TDY services of its Chilean advisor for 1973, 00MDESA has-­
suggested an increasecdemphasis on pre-investment anlss n the

Committee has suggested twothe hiring of part-time individuals for
internal audit purposes and project inspection. The Committee was
atisfied as to the reasonableness of GOMDE8A's collateral require­
montu and to Its remedial action procedures in two cases of defaul4. 3 

- - -The Colu ittee was disturbed by COMDESA's extensions~o 
or more days -for rather shallow reasons to seenboroer# recus 

33rt
 

the Committee was highly sensitive to the collection ~rblems bing

experienced by another lending instituio~n and ti''-'3'o fof~- 4 

COMDESA's position as reflected in th ahfo', h iosub of-3 
3 

collection was of iglrcnana'eealeetns'Areomn 
3 

dation ha enmade by the Chileaa',adviaor' that whle *li~ppages of -- Ajz43 ' 3 'up to .15, days mig.t be pormisasible'f forinstance, flooding3 2' 
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condit ons prevented the transportation of products ito; market, n 
alCouutoaetio must carry, a heavy fiacalpenalty. TheComm~teahasrecommaended that, COIDFSA~incorporate a delay penalty
in its sub-loan agreemenits s'ufficient to minirethe~request 'for 
aastretch out o payents, The sugestioni waswell'received#,(See Annex~E xhibi t 3A for description of sub-.loansreschieduled,) 

V, 

The GAO Report cited ten dvlo t goals ut1lized inmeasuring
the develop~mental performnce of- AID assisted deveopment~ban~ks in~
Latin' Amirica.- Ths goili si those iresdntiADMO ndevelopment ianks laiid so expressed during AID' sl 196 Spr~ngjR~e
of its developmient bank assietance, These ten gol ar.arolw. 

C 

1. Provide medium- and long-term loans. ~ 
'2,,, Strengthen the private sector*,
3.. Attract non-AID foreign sources of funds. 
4. Finance small and medium-sized enterprises. 
'-Provide moderate-sized loans.-6. Stimulate investment. 

7. Promote capital markets. 
8. Provide technical assistance to borrowers* 
9. Promote new investment opportunities.

10. Stimulate high proiyinetet 

' '' 

It co~n be stated realistically that COMMBA was not ina position
to promote a capital markets nor could GOMDESA successfully attuact 

CODSA(ldcotrbueto th teghnn fthe private sector
alett ol ndipcti fnnit ersws modesot as on.EA 

total1 resources base was equal "to iean than 3%.of the total credits
available from all sources to the private sector iii any. year between
1970 and 1972. 'COMDES's lending however did contribute significantly
Loward aclaievemenL of' the remaining seven development goals 

.. 

>4.. 

a. Meim an LniR 

Asan e senfrom Table I below, 76%. oi CQHDESA's loans to
dtaccounting fr86% of the value of its portfoliog were directed 

to mdiu-ad lng-ermloans, 'One interesting facet of the,16nding
pattern not shown in the stumary table in that COMDESA mideonfly 'fourlong-term'loans, re in excess of' 'years, throughJ971 buiin 1972~
COM4DESA execuited 18 long term loans. During the' sae period, the~
number of short-term transactions was esetal simila whl-h
number of medium term loan was down from 50JIto§ 24 reslting from a
combination of the increase in long term, lendi.ng 'and the !execution 'oftonly 58 loians during 197,2 omal ed~to 691 intheprevious period. 

' 

IogTr 

,~ L7 
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Period No.Borrowers .Loans' Amunt otoi 

Medium' -3-5, 
Long -more'than 

less~hin 3years37years, 74 
5 Years 22 

Total: 127 

24537,38459, 20''M 
-14278 
100 31693i065 

1 

31 
100 

b. Financing of Smiall and Medium Sied"Industry.L 

4 

.... ' 

To categorize the size of f irms recaiving'C0WJU'HA loans, theCommittee selected in consultation with ,CO ERAaund comercial banks, .. a measurement scale, predicated on total assets, conhidered appropriatein the context of Paraguay, Analyei rtepten~,1idn shows 
a 'sharp reduction in the number of loans to firms class ified~as verylarge, fr',m 22 loans through 1971 to 12 in 1972. A decrease inthenumber of loans to large firms was also experienced. Through 1971..'there were 19 loans 'to large firms and only 8 in 1972. Loans to small..and muedium oized inusr increased slightly,.I is evident from thetnmary table below that the amunt of funds flowing to the small

Sand very large firms was somewhat disproportionate to the number ofloans reeeivod. This 'is not an unusual situation and as can be seen
the deviation 'isnot overwqhelming, 

. 

' 

TABLE 2 

TOTAL ASSETS 
(UMe 

,.. 

AA'C 

small MediumLae Ver Large
Q~o Aq4 00 ($4,001to-200.000) ($200,001 to$400.000)(4000+ 

.hnnhr.of Lona 17......49 27 34A 
%.of Lona Made 13% 397, 21%. 277.Value of Loans 221,584 1,292,573 738,613 1,440,295 

made 
lA ~CC 

Portfolio 6% 207% 39jAA 
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C., Size of~ Loans.~ 

~To Peritadirect comp~arison with the GAO analysis, theOomuittee.,used1 the:GAO loan size classification.~ The only significantdeviation in the lending _patenbtenl - 71ad192ws ~a ~ 
dce 'from four- to one In the nime f lon aei excess of ~ 

10 0 0 0 Th s d c e s a p r i l y ff e & an increase of threelans in' the $50,000 - $99,000 range in 1972. The n~umb-erofsalloans vai icesed by one andthe $20,001 - $40,00 range was down
eleven loans reflecting the fewer loans made in 1972. 

2~ ,4 

TABLE 3 

SIZE OF LOANS 
Value of %Total 

-

AmontNoof oas 
 Total Loans Loans Portolio
 
To 200063 
 50 613,540 17{
M20,00 to l$491999 52 41 
 1,8121,474 49
$50,000, to $99,999 
 7 5 536,497 14$100,000 and above 
 5 
 .730.i554 
 20
 

Total: 127 100 
 3,693,065 100V
 
rjOf 
 the 5 luans in excess of $100,000, three (for $464,640) were
made to firms classified as very large and two (for $265, 9175) to firmsclassified as maedium, Both to mediumloans sized firms and,'one of theloans to a vary large firm wore for new projectsill Four of,the sevenloans in the $50,000 ­ $99,000 range were to very largeftcms for two
new projects and two expansions. TwoThese firms, received $315,151.loano, for $157,648, were to large firms for one new and one expansion
project. The sevonth loan was to a 
medium sited firm for a
new project.
 

di. 5lniulation of Invetet 

T'he Committee believes COMDE8 has performed unique ly in eitherstimul~ating new investment or permitting the full realization of previousinvestments, Of 127the loans, 27 were new ventures. 19 of these newprojects were financed in 1972 reflecting COHDESA's increased attentionto stimulation of new productive enterprises. In terms of 'aount'thirty percent of COMDEOA's total loa funds was placed in~niw~rpojects,

- all of which required varying degreoe of construction finaning1which wasonly available, within Paraguay, from COHDESA,. The uniq~e ,role',COMDESA
wasale to play in meetig the medium and loiugtorm working capital­raquirmert of the cattle induutry to make better use of heavy capitalim~provements financed by the World Bank has been noted. Approximatel 

>3 ~4 
I 3If - - IJ 



COHDESA's'OOerao, ~ 


in~~tnEsmad b~b rw~isadrectly aa-resulto HB5t ons-1j 

COHDEA, Ti~etimae is~asedon goss abulatosofC S~prjectpercent shar the peacaitdaboveeqwrensage of dbthsIfina n g of c t l , to rporls naciery andosi d s r a

ouppis froms tnshe aciiis.I
.S.ia 
 ht:te'a
 

40% of CnrAbh 9i70
pnserntof OOa 
 'e porf eVln in clsi tef
 

rojet ersne e-aoio p ro t ich to igh TOderee
 

lnesthmen 5. de poretolio wic reptla a resent ofi aci ngs which 
couldherwis e oie.nt
havb alanedthe su-pborfoliorsof 


je t s +pr0::. .....
+
onton structindr fiabnin o tecpu e ri ttlrh o andfinancite ing csti'-alate wor tpredioted n t e inelii blecitem d.ner thevaille of te ort li of deveopime 
esthog fullriscuhaesion oftained.Thpalprrance 

cred il ethent h ndc 


finncng Teblater to1DA haps 


Aole lop istitions re the plan'hich
 

Cw exfeedednig a ineiile empats7
 

pojec
inte.CaPpliaions of Technicaln Aassisance bt o tsondrc
re presente ao fl oesctaiein to igh degedepended
 

e. Provee Asshistance.
ion 

benefnit and for the benefit of its clients. 

f. Promotion of Priect.
 

Mhin question is fully treated in ANNEX V-Hxhibit 4 .During ..the forinative years of COMMEA, the Committee believes COHDESA should.rely more on the institutions andi 
individual entrepreneurs to develop
projects for presentation to C(JWESA, To do otherwise, the Comittee
bolieves, would result in a serious duplication of effort which
Paraguay cani ill afford. 
COMDESA's essential role shouldibe to assist
in th-s finalization of the techniical, economic 'and financial soundnessaspect of projects and then to act as leader in securing projectfinancing and in providing the technical eaperties required to executethe project. 

- -' -- ~-~ !4 
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9-L' Stimujlate High Priority In-vestment ~ 
ehGOP has not yet been able to create a mechanismfosetYreal 'development: priorities on a p rtne~ l~ s i c foro s theinggeneral~indicative' level- embodied -in' the National Develpit fo1917p ee,. there, is, general agreemnent among the Worl1d IBank, >i

BID, ClAp, and:-AID that-7the area. for priority invesutmnt are inagrculure~ago-idustry, and ep~agoeiport production.' 

" 

'' 
%$ 

2,44 

A4 amplification of the factoras upporting the selection ofpriority areas for investment la presented in'SectionII page19.COM4ESA's lending portfolio has clearly been directed at theareas of maximum priority as Is shown in Table 4, 

4~~44 

444 

?RRCEINTAGEDISTRIBLUTIONOFCOHDESA'sPORTFOLIO 
BYPRIORIT R~ 1 0-2 

A R &_S 97406 of Portfolio) 7 

Agro-industry 32.6Manufacturing 1.5.2
Cattle and Agriculture 38.2
Transportation 1.7
Tourism 1_2. 3 

100 

* 
The concerns expressed in tho two cables relative to thedevelopment orientation of COMDRSA and the question of substitutionfinancing have been discussed Indepth with COMMBA and with commercialbank ropi~ebentatives, 

* COMDMA has committed 86 percent of its loan portfolio to medium­and long-termA loans (See Table 1) whiich is generally referr~xd to as theclasic field of development finance* The Comm~ittee believes COMDESA'srecord is highly commendable particularly inview of the stockholderpreobureo to have COMDRSA operate in the black much earlier than AIDor ADHLA thought posuible. To enhance its development orientationfurther, C0ZUDESA has agreed that all first maturities forpoetwill.be offered to the commercial banks and that~w~kn cptl1Mwill only be permitted for expannion or now raw iateriaL~pirchasas* 
:4 

In other words, If a new product is to4 be produ'ed'vorking capital.K>loann wil), be permitted or if there is-'a:subtanilepnin 
hipnsioaGLrequirements will be met, 4 Howajvear, tiwoXrin captal 

t"agor~ ' ' 



417.4, 

nr........ 


..
 

financing will be subject to the -forst 
 aturitiesofferie 
 hprin"ciple.
This concept- is discussed in greater detail in Section VBo 
 .pqge.5:
 

of ue as great,'a magnitude as AID/WNe stoi 	 originally, feared This true'partiaI. b ecause representsfina 	 createsCODE 	 nadlona problemvirtuly .thshoenfoeeconhtruicbon financing in Paraguay 	
l source 

for-agricultural agro-industrial,industrial an 
ouim-facilite 
 Prior tonaO DBAs.fomti
construction 	 i 11' nwas financed through external credits on poject basis
 

magnitudeor from personalof the 
 "problelresources. is thatsecondThe all comercialare 	 factor whichreduceddbanksin e­foreign 	owned and, as suchl by Paraguay
a strictly short 	 operate custom, fit regulation, onterm basis. Given the first maturitiesA agreementwith COMMA there should be no question of substitution financingwith reLpect to the commercial batnks. The one e oesOcoc th foreign development credits and 	

ssible conflict
loans administeredthe Banco Nacioa. de Fmento 	 by

(BNF), the Fondo GanaderoCantra. 	 decl Paraguay. and the Banco
 

COMDESA haa L. 
 operatingthe rondo Ganadeo as to 
under an informal understanding withtheir respective areas of operation in thefinancing of cattle activities.purchase of cattle 	 The Fondo Ganadero stressed thelocally and COMMDEA financed the importation ofpure bred stock for the clients of the Fondo Ganadero.COMMA 	 In addition,als o financodthertaedi 	 medium and long-term working capitalof the borrowae which the Fondo Ganadero ftulfl not do. Essentially,the two 	 vilere cmaliment~ry- The Fondo Ganaderoa year ft land t0e 	

has only US$5 millioncan 	 and mount is considerably below what the FondoGanadero ntatn it 	 could, upd each year.
 

T...credit. available 
 from internationalallow the financing of working capital institutions do notand construction. It shouldalso be 	 nrited that the general intereAt rate fromment credits 	 these other develop­lo~ 9% with repayment terms, graill- andCOMMI~A. To preclude COMMsA 	 time, equal tofrom direct collpetition on interest,the Commiticee has agreed to COMDEA 611lendinat interest12 and 14% respectively 	 rate toon US dollar denomin~Alledcutrrency 	 Lona and localloanu. 	 While the Coumitzee would agtee thatParaguay 	 no project inshould he calculated so precariously ao to permitspread dif' orential to 	 the interest 
believe that have moved 

cause success or failure, the Comittee doeswe COHDIWA to a somewhatif interest ratet working capitai 	
unique position

and construction financingcosdrdin anivsmn 	 are
package* ~~ 

It is also significant to 
 note that weBID is 	 have been advised:'thatnow considering additional agro..industrial or industrial loans
 
..... . .A..... 	 ) , -A. . . +. ) 	 I A 'pi+A::;-AAA A+j 
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4 V 

stittoifiayed. HDESACosqexitsy,This wolpaeisthee in theiniec >l .50% are otelnd hich AI arovarketied formporthatione 

f+:+iloo fianal forrepayena enpa+aof i houldse• ' t Coe ti oArprojol estoathen esnrater thisuvhi 
 e ficocedieinra 
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cesar toa 
 r les concentrated allocationofC'bSs, 
resources and todiscourage COMDESA 4from establishingpaiprmanntbankerrelationshipwith its clients who would become entirely
dependent on the institution. 


4 

b. LendinR to Officers-of CJOMDESA. Members of its Staff and 
Shareholders ' .l. +.o., 

(1) Loans to Officaesof CONDESA and Members of their Families. 

Elimination of all officers of ComDHSA, and thei.' familieswould reduce considerably the number of potential clients. 

4~4.4 .Loan 

The first .Agreement recognized the difficulty and allowed such financing

when the interested Director or Officer did not participate in the
voting, which required majority of the full Board of Directors. COMDESA
hes followed the rule. 
 The Loan Co mittee recommends that a provision
similar to the covenant inopi tdi 
the first Loan Agreement beincluded in the second Loan Agreement.& 

If for practical reasons a formal clause cannot be
Incorporated in~ the second Loan Agreement, the Loan Comuttee suggests
that a separate understanding
4,4 

{ 
be reached with CONDESA to the same end.! X 

., !:;''+ +++:( + )'"'" 4" ''-4(2)iancin, 0oprations in which FormerMembers of:. Management4m44444' er.44 eir,. 4445 . o4-44 
+'4 

lm ll~ i s! 
!woldreuce€osiera4yIlac uird a-+e Ir4--est.numbr44 '4.4 4-'4:{+4' +ie.d+ +T4

heu e: intrestedDirectr Or.44O44i.r4did 4nots'44 .4" .44.'4444. 
ar4. 

vo'in ' reqire .h4h .4r~ 44 
.444 4~t~ 74:44.'44:44,44 4hp44 

There are one or two cases 
. and those have been discussedwith Co!4DESA, 4u44, 4l4ad:°f4D4e44s .4"CMDS4. 4,ef /

has 04o4.44 
Theo self serving feature is not easy to prevent"4h4on+particula771y ie rcmed:ta:iapoiin..when thHinterest in the enterprise was acquired longa! ter the 1nteooted party had conued to serve COMDRSA. COMDESA iseonfidering stopy which could be effective in preventing those typeso,( cases, 
one of them is the requirement tcf full disclosure by the
borrowing citerprise and sanction for non-disclosure, ISAID/ParaguayInia icunsizg with COW)RSA's management the desirability to obtain
a plodge from COtDIESA's employees that they wiLl not for a reasonabletime accopt employment from any of CQMDRSA' sub-borrowers on whose'
npplicationo they had approved.
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.A.-- (3) Financin OnertiOns in which Maor Stockcholders Havean Inter st. --

In order to avoid concentrated control of COMBA into thehands of a few, the charter of COMD&8A limits the number of shares tobe held by individuals or firms. This spreading of: ownership is'healthyin the sense of assuring greater participation in ownership DAt the same 
time it relieves COMDESA of concentrated pressure of strong
groups to obtain financing. .
This principle applies-to all stockholders
except ADELA.y 
 O o 
 A u
 

Thus, a delicate situation is created when a privateinternational lending firm such as ADELA holds substantial stock (257)in COMDESA and other industries and enterprises in Paraguay. Those 

Indu tre.: and erses are also potentialdients of COMDESA.-iDEIA for the repayment of debts 
In 

of any of COMD33~ls~ sub-borrowers{.controlled by ADJRLA. This feature would, to large extent,a protect 
.COMDEBA against pressure from its major stockholders and from

irreparable losses in case ADELA would sell, transfer,
lose control or in any way
of the enterprise. As a substantialA: stockholderJLDELA should have no difficulty in giving such guaranty. of CODESA, 

6. AuditResults.
 

suget... ....
CO1DLSA has been audited twrice by the Office of the Area Auditor
upnanheeiea
Y-.Sinst
General sii gaan t from.Latin America (South). 

A 

The first audit report issued in December 1971 contained 12l-commendationo which were all cleared by the Hiasion. 
~A 

Most of the
recouunendations related to matters of procedure., lending techniques,
criterie as 
to working capital, collateral requirements and reporting
requiremento.
 

The necond audit report issued 
P 

in Februaryrecommendations which are under study. 
1973 contains 7

Most of the recoummendations 

-are constructive and were already incorporated in this loan paper.
I:.....There are, however, two issues raised in last audit report which'
deserve specific 
 treatment in this paper: 

(a) The matter of exchange risk. toThe audit report seemscriticize OOMDBSA for passing the exchange risk on the
sub-borrower. 
Short of a government maintenance of value
guaranty, a foreign exchange reserve isgenerally used.
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(b'Fnacn 
 CotaadThe
of ~os Audit Report seems
~' to recommend~that 'COMDBsA, riyateW<undertake sector insituition,th contirol of~contrabaiport or tak~e -measures
 
to dis:.aeschiprswe thea Goveriuzent~fPrauy
itself has not yet found~tem-a o dicurgngo
conrolingsuch activities.."The "recoamendatiou. is that 

suh6ntos 
 The"La Committee has aizdij
with~ 
 :NESI
mngetand reached, thecnlso
there is iiothiag thatht COMDHSA can-dot"control cohntrabandwhch 'affects OMIDBSA'a ,operations n6t so 'uh, fr6iangle seen by the auditors but 

the
from 'the ~practicl-finincial

feasibil~ity of industrial projects whichsound if the amount could'prove to beimport and degree of competition 
Afromcould be meatured, coftrabandMany import-Bubstituion

0 -projects 
are rejected by COMDR7SA for that reason alone.
 
Imuste 
noted that ou direct imports CONDISA can exercize
a cerLain control because the documentation requiredpayment includes forthe customi receipt,shelf itemsj the Loa" 

In the case of off-the-Cozmittee does not see how COMDESA can
oxercize any control over contraband.
 

1K 

AA~~AA~A 
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producion fmorteprtvil reegaauaesarcutramiea
 

. 

:::' 

-



~ UNCLASBIFIB 

-20-


Wit repec t mehodofoperationa OOMDESBApackage financing ontebsso will emphasizei~­ea bltysuis heenever
the package- contains a Short term .(1ess than 12 mntbs) working ~­capital comfponent COMDESAijilloff ,'uhc p~t a ~l­cercI: ban~k whi 'hwill ~fI"a iteither as a

take over the first maturities if the financing 
isdone through4a 
singiri operation with COlNDE8A' There are many cse whrborrower wihsto cncentrate its priimary debt inone institution'*, 

This io.a now and-unique role ofCOMDR8A in theCfinncial~sector, 
Itproinotais, sel'ecte, arranges for the financinig from othr:arces,4organizes the accounting, and follows up all the phases of its' newoperations. In
some cases 
itmay take equity inpayment for suchservices and, in others, it may guaranty payment to foreign supplierswhose equipment could not be financed with AID loan fndea inthe CRO4ESA-pronmoted marble factory project which requiresspecialized equipment produced only in Italy.
 

COMM,~A is breaking new ground by adopting policies which aim at
providing a broader range of services than those rendered by otherlending inotitutions in Paraguay. 
COMMEA prepares and fosters the
development of projects within priority fields and provide not onlyfivneing but also management Rasistance to selected entrepreneurs.,I
The selection of such entrepreneurs is not made on the basis of
his none or the amount of collateral he can offer but because his 
-project is sound, well prepared and will contribute to the economic
devolopmnent of Paraguay.
 

COMMJ)~A itends to increase, within reasonable limits, its equity
investnzcnta 
to stimulate new development enterprises. Itwill also
make loarui with option to onuvert into equity.~Neither the commnercial
banks nor the Banco Nacional de Fomento can-undertake such operations.
Up to now, COMDESA'e management has adopted a conservative approachin Its equity investments. It in expected that in the next three
years COMMDEA with itg experiende will feel on firmer ground; will
revise anid adjust its standards for equity investxuents;.aul will
increase its activities in this field. 
 Loan-funded technical

assistance will be made available to CONDESA to help it refine its
-j Policies in equity investment. 


-

After careful study COMMEA is taking positive steps to promote
small entaorprises not only in Asuncion but also in other areas ofParaguay. It has already establishedicontacts with litutionsthrough which it can channel funds to finance the small'fentrepreneurs,Thin is a 
rinky field of activity which has;.been, dominatid, byiimarket-i
side loan sharks* Financial and technical assistance by COMMEA willJ T g
 

-~ d n~-'~; 



UNCLASSIFIED ? 

-Jreach 	 a~substantial number of~artesans do will imrove thir ordcin, 
A'their accounting system~and the marketing of their products.. CODS 
isthe' only private sector institution~ willing to anter"i'o ths yp 

Sof lending. It'wil cordinate, those perati.bns with-the techni al 
naistance planned'by the public sector with the help of the UNDP'and$j 
th IDB
 

Be ProiectedUse 'ofFunds from the Second Loan, 	 ,.V 

During intensive review th.following tentative distribution .-of,loan
funds in term of field of activities were,dicseait ODS
 

US Dollars Local Cy. Total 7' 

L. 	 Technical;Assistance to~~ 
a) C0O1DESA $100,000
b) Special Fund 

1000 
150,000 15,0 300,000 30

11. Agri-buuineus* 	 900,000 900,000 1,800,000* 60
III, 	 Mnufacturing* 250,000 450,000 700,000* 24IV. 	 Service Industries 100,000 100,000 3 

Totals: $1,500,000 $1,500,000 $3,ooo,obo 100 

*COMMEA will us upto 20,o00 from these two items to. 
fiunance small enterprises projects through selected channels 
approved by AID. 

The propovcd use' of 'the funds for techniclastneisdcrbdn
Section V, page 47.a 	 sitnei ecie n4 

The present demand for development financing of agri-businesa enterprises
in expected to absorb the total amount of $1,800,000.At presentagri-business projects uinder consideration by OOHSA reach a total of
 
$'L,840,000 including approximately $9000000 in estimated foreign exchange
 

The manufacturing industries are expected to absorb.$700,000.. ;Eight
projects under study by COMDESA's management could iuse a total iof$1,30,00
icluingapproxim'tl $610,000 in astimated foreign, 

4. exchange cost. 	
4 

CMDS~snot epcdtohave any difficulty in placing loan fundsin long term development ofinancing ot. 'priority 4 ,activities*.I'At present, the demand for inidiu'm and long term financininiutlis field A
 

.:~4'u~> greatly exceeds the availbit of.,..'.
~ 

http:1,800,000.At
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acivtis
Prsn',',ciifsud 

abs b 'hewhoe' cosidrtton y CMDranspwtliomiont etwe' 

abor di hl mutbt 
n 1973 and 1975. 


.. 

The Loan Committee believes that COHDESA's 'prioritydevelopment
investments; in the above activities ,will be' benieficial"to the Paraguayan
 
private sector,
 

C. Term's of LendijS. 

COMMEA will be allowed to charge a maximum interest of' l2% per annum.
 on the loans financed with AID loan funds. 
A'lirit of 14%~is suggestedfor loans made by COMDESA with non-AID funds. 
- This may require approvalof the Cintral Bank of Paraguay if the new banking law is approved by.Congress,
 

With respect to the terms of the sub-loans made by CONDESA with AID loan
funds, the Loan Conm ittee recomm~ends the following:
 

b) no short term loans (loss than 12 months);
oer 


c)no grace period for more than 12 months without
 
b) n tem0 yarswitoutprior approval of AID; 

prior approval of AID. 

Throughout the negotiations whi~ch lead to CORDEBA's acceptance of thenew guidelines which would orient COMMEA towards move development 
type Activitics, i.e. longer terms, less collateral, appraisal banking,
package lending, environmental soundness criteria, COZIDESA's managementinsisted upon a quid pro quo in the form of more independence of actionin the use of its own funds, and authorization to charge a~higherinterest rate on the AID loan funds. 
 The Loan Committee yielded .on
the question of increase inmaximuim interest rate and reached agreement
with CCNDESA' s
management oni the new,restriction on grace period
mentioned above and on all the conditions and covenants listed;.under

Section V.E., pa~ge 49. 

.. ~~ . 
f, 

I' kiF 

J'1 
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SECTION 1I.-'-POJECT 	JUSTIFICATION ~-~ -

A. ,Economic. -

A 

1.~The Domestic Economy,-A---

The Paraguayan economy. is one of the smaller economies-din. Lai 
-. . .America with an annual Gross National Pr ducd6 (GNP)ofapproximately.

$650 million (1971) and a population (July 1972) of ~24 4mliz 1More iImportantly, the size of domestic market and proximidty of counre
* 	 ~-'iproducingadvanced industrial goods 4appeast~rl u Yi' 4 utrial
 

growth through import substituio of aitgod. Th
raiindustrial 

reatv 
 dvrsity of Paraguay's exports, favorable man-land ratioo
 

4-'trends 
 inworld demand for beef products, and prospects for development

- of hydro-electric energy resources-on the Parana River (ihBai
and with Argentina) are, however, favorable fctr tfor futracoic 

development. acosfrftueeooi 

-
 Paraguay's GNP grew at an average annual rates of 4.3 percent during 
-the nine-year period 1963-1971 and of 5.0 percent during the five-year
period 1957-1971. (See Table 1), 
 Growth of consumption investment,
 
~and national savinga follow the general
with substantial year-to-year variation. teditedi ainlicmabi4-4-	

ainlicmabi 

We e~tinate growth of Glif for 1972 in the range 5-6 percent (finaldata on GN2 after adjustment for changes in Paraguay's terms of trade 
-
with the rust of the world are not yet available). 	 ­-


Paraguay's 	 registered exports for 1972 are estimated to have been11087.5 million of which $31.7 million were beef products (canned beef,;frozen beef and beef extract),* Apart from beef -exports, Paraguay exports
a 
broad array of products including lumber, cotton, soybeans, sugar,
Lobacco, vegetable oil, essential oil, tung Oil, coffee, palm hearts, and
czment-
 There are substantial year-to-year variations in Paraguay's
export earningo, agricultural production, and industrial production' 
 -arising, in part, from weather (and crop conditions) and* in part, fro
 
-
 world marke~t conditions. 
 In 1972 favorable world Price cnditions form
beef and good domestic g9rop performance combined to produce a $20 + million
increase in Paraguay's exports and a 
$14.0 million increase inher Anet 	 1 

A-international 


-	

reserve Position. In the years 1968-1971. itwa--mr 
--

Precarious 	with-year-end net reserves between 
 .549'mflljon Anrd. 2*9'million.
 
'4-4-4-AAvailable 
 data indicate that Paraguay's exte'rnal.debt at the end of
19,72 was.$l92,.million on the basis of credits disbured 'to that 'date and 
 4444~$3O6",millio'nincluding *uth ried~credits noye disturd
 

thde ot anding external debt (on disburged basis) l-" reaal 'i'Guaranies, 	'and the term-structure of Paraguaay's 4debt is relatively~4"~-4~4'­
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favorablo I19 2 aflJ('T..6vce04. ilin a 2.2IE 

+upon the enii. d in: ex oi eaPlisan .upon~lag+' ch;geo~~n+i' t e...+:- +:+!n ............
 

lare loan 

ha~tnddedceth dmad reig exhnefo etserice,
 

rate~o utiliationi-f innrastructure~poet',hc 
o o
specto ihcondty exortnearlyne-t(icldin Gr deb soesic roductrnis) 

2 Th ,
"J,-:Agriul.4ureSponvte5 erenin t tjota earning enandpn hnes inutria str' 
Par a g u ay a n ef lThea 1 conohn a ultural 

ratue ofugilturn olreans lintc pnrsductioen pronsets hichebrdnofdebtservice2. fr ima dearu ctlyGDP). t i att rsi 

uprovides15 percenl dofet al employment. Much nofagricuuural lcrop 

: +!: Paraguay. 'MhoMission: estimtes that !approximately 15 :pe'rcent of crop 'podution d o h is i.mrethman 30 percent of-livestock producti sn 

i i: exported. i+Nevertheless the bulk of Para'guay'sl coodity exports are+ 

• ' originated+from the agricultural sector and lundergo varying"degreesd:+of ' ++: 
indu sttial processing. : ... + . . : :;3. The :ndustriat Sector. -:+ "L:: 

++ ~Industry and agriculture constitutes. the bulk of, the +b a s~i c productive ++ '4k 

sector of the Paraguayan economy approximaely52 percen of GDP " 
The value-added by 2.ndusrial productionh: i 1971 as i $103 million.r 
According 7 sandard indutrial clasoiicationhe in du ctoributed 
41v pescon o tottlvalue in1971 Table 3).o moadded (see This sector 

and beverages, tobacco products, textiles, wood products,production-all dcloely realed tosthe psect.cessitg of agricuialraliandileather:.,!+.< +A 
comod y econributed aercen of a valueadded.xmtl Possiblyop15 
pomuch a n o o ith rc f productionon doest isreliesvueaine
by inutipnduilpution97 u103dmesillionw 
products,-machinery,e. foodptrodusctribaue 
aterialsThie as basic iput Capital olParag caysooia y eot are
accorings toanad infubstanial capifiatn 

3ccounted nly 6e percerto
 

4ddedrincreatdf tal veuae 19 (.9 Te 3) the.fiveyrn o1 
rod 1967,t. Food products, beraes, wood products, a nlathetoproduc lmaciery elercalappaaus andrt tand eportto eripnt
premdcts, al con-metalic matoilyedals es of.agricultt
eng nnual­

incdes oud percent.........n oanilmsueadded Possib
62.5 t e ew 
prosductstot industrial, pof-andthe oiondoesticdra 
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enhanced by this shift to export

value-added. 

products with greater industrial
In the future, the small size of domoatic market will
probably continue to impair development of capital goods sectors of
industry. 
However, the relative isolation of Paraguay and high
transport costs 
to world markets will probably give continued impulse
toward the development of greater industrial processing of her
agricul'-ural and forest products.
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TABLE I 

NATIONAL ACCOUNTSt 
ANNUAL INCR SE 

SELECTED ITEMS: 
(IN PERCENT) 

A. Annual Increase (InPercent). 

Gross National Product 
Consumption 
Gross Investment 
National Savings 

Average Annual 
1963-71 1967-71 

4.3 5.0 
4.0 5.1 
b.8 4.5 
6.9 4.2 

1969 

3.9 
3.7 
6.0 
5.3 

1970 

5.7 
4.5 
0.4 
15.4 

1971 

5.0 
5.8 
4.8 

- 0.9 

B. Data in illi]ons of Dollare (Curtent Prices). a/ 

1909 1970 1971 

.... 

Gross Natioit,.1 Product 
Consumption 
1(ruv lilvx c':,ft 

. o .... .. ...... .. . . . . . ... 

544 
493 

89 
51 

. 

580 
514 
88 
66 

652 
585 
97 
67 

,/ nI:.', Ld t t 1 

, :';u . J U. . 
z'rlnt 

1 

GuLarani 

rrtccn 

, 1rce 'e ,:, itink of 1'ara/guay 



TABLE 2 

Agriculture 

G OMRSTIC PRODUCT BYSECTOaROF ORIGIN, 
Percent of GDP Growth in Percent (nulAeae 

(1969-1971) 196717 1969' 1970 
32-1971, 

- 32.6, 3.3 .~3 , .40.8 

17 

- TOTa. Crops
b Livestock 
c. Forestry and Other 

Manufacturing 

Construction l/ 

Basic Service 6ectors 2/ 

Other Service Sectors 3/ 

Goverrmient, 

TOTAL *Gross Domestic 

Product 

(18.2)
(10.1)
(4.3) 

16.4 

3.0 

5.1 

37.9 

5.1 

10010 

(4.1) 
(2.1)
(2.7) 

6.0 

5.8 

6.9 

5.9 

9.8 

5.3 

(2.7) 
(1.7)
(7.6) 

5.,2 

10.4 

7.7 

3.7 

7.9 

4.3 

(4.5) 
(2.1)
(6.5) 

7.4 

25.8 

7.0 

5.7 

15.0 

6.1 

(47) 
(2.9)
(2.2) 

3.3 

15.0 

8.1 

5.0 

0.8 

4.6 

SIncludes electricity, water, sanitary services, transportationand coiunications. -v 

JLucludes commuerce, finance, housing, and all other n.i.e. 

LkI,,;:;Cantral Bank of Paraguay 

i 
' v. -...' : : 

..... " . ... ..... . ... ......... .... .. . . . ....... ... ... ..... -- i 
I 

[-1 + = ] ++ " + qi ' 
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TABLE 3
 

VALUE ADDED BY MANUFACTURING INDUSTRY
 
U.S.Dollar
 

Composition of 
Equivalent
 
Growth: 
 Value Added in 
 Of 1971

1971/1966 
 1971 Value-Added
 
(In Percent) (In Percent) (Millions 

Food Products 
 28.0 
 41.4
Beverages 42.6
 
58.4 
 5.9 
 6.1
Tobacco Products 
 3.1 
 3.8
Tet 4.0
eiles 

15.7
Clothing 5.7 5,9

16.7 
 4.0
!lood Products 4.1
 
48.8 
 5.8 
 6.0
 

iiijinlture
).'riper dnd 48.4 1.2arouctiPrinting 1.247.7 
 2.2 
 2.3
 
Lt!cr 
i;:ica1lIJ/ 10.3 4.6 4.732.9 
 8.3 
 8.5
h"' ro cum 9 erlvativea 343.9


;".,*"Netti. lic Minernal 5.6 5.8 
3.8
r'r.-ry Ltislls 

61.6 3.9and Hetal Products 46.0 

q ,'ir 1.5 1.5, 

1.5:"tc:"I L:chlnery 
10.7 1.4 
25.8 
 1.2 
 1.2,~t ,~.0nj .qu uen 20.0 
 2.8 
 2.9
 
31.8 
 0.7 
 0.8
 

Totai: 
 33.4 100.0 102.9 

i(CL: (-ncral ~Baik of Paraguay 
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SECTION IVS.. I JI t4A IS 

A. Initial Capitalization, 

1.--Ter"Is of First AID Loan. 

The first AID Loan wasTerms made to COMDESA i.n 1970 for $2*6 million.of the loan were: 

a. Amortization : 20 years from date of first disbursementb. Grace Period 
--

: 5 years

* c, Interest Rate 
 : 2%during grace period; 3% thereafter

d. Currency Rep~ayment: U.S. dollars
 
e. Procurement 
 :50%U.S. Dollars; .50%Local Currency-amended

in 1972 to 40% U.S. Dollars and 60% Local 
Currency 

The loan Agreement required, as Conditions Precedent to Disbursement:
 

a. 
An executed loan agreement with the Government of Paraguay
for ,400,000 in local currency, for investment in sub-projects; andb. 
That COMDESA's subscribed capital of $1.0 million be paid in

within two years of the date of the loan agreement*
 

Additionally, 
 the Loan Agreement required that the rate of interest
on sub-loans financed in whole or in part with AID dollars would not
exceed 10.; 
and that the rate of interest on other sub-loans would not
 
exceed 12%.
 

The 
."an Agreement also required the establishment and maintenance 
of a Batt Dabt an. Maintenance of Value Reserve of 2% per annum on theBorrower's entire loan and investment portfolio. 
By law COKDESA isrequired to set aside a reserve of 2% of yearly not earnings. New
banking legislation presently under consideration by the Government of
Paraguay proposes to raise this reserve requirement to 10% of yearly

net earnings.
 

2. Tho financial plan for C0MDESA at the time of the first AID loan
WAG as follown:
 

aA 1 .: 
' - ... : :.,] . : l 

- * c 
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COHDESA FINANCIAL'PLAN (USe 000) 

tSource Local Currency 
 Total 

Equity: Local Banks and ADELA 500 500

Private Investors 
 500 
 500
 

Total Equity 1,000 
 1,000
 

Debt: AID for Sub-lending 600 1 850 
 2,450

AID for Technical Assistance 
 150 150

GOP for Sub-lending 


-00 400
 

Total Debt 1,000 f 2,000 3,000 


Subseouently, AID approved COMDeSOO0 ts 
 dnincrease in the

local currency component of the first AIDln from $ 000 to $1.0 
million, and for an increase in the amount allowed for technical

assistance from $150,000 to $3001000#
4' Zie present structure ofCOHDESA's long-term debt is therefore:
 

han l ren
hC 
 Total
 

Det AID for Sub-lending 1,000 
 1,300 2,300
AID for Technical Assistance 
 300 300
GOP for Sub-lending 400 400
 

Total Debt 
 1,400 1,600 
 3,000
 

With this change, the procurement ratio became approximately:
 

60% [US$ : 40% Local Currency 

As of March 31, 1973, approximately $500,000 in U.S. dollars remained
to be coummitted to financing of sub-projects by CONDESA. CONDBSA will
conuit thts entire amount before June 30, 1973, through equityinvestments or loana to projects whiich CONDESA has had under studyand evaluatioV for some months, and which are now ready to be approvedand implemented. (See ANNEX VI xhibit 2 

1 



,iB. Financial Situatio 

CORDE8kofficially initiated. its operationson March 1971. has8, It 

i year exercises, the -first being one of ten'4tration.ouothe 'CODESA's financiale prforman e-during its shorthtoyhas been cosuuendabi and compares, favorably witht~~
'bl 'd fthebDhL-the 
Perormnceprojected iLn: h"ARA feasibility suy hc'evdas the basis for the formation of the comany h al eow~ 


compares COHDESA' s actual performance with5 that pr tDE&E 
.I* 

for the first two years of o0"aton 

CORDEBA's FINANCIAL PERORM4ANCE YEARS l and 2,'S-FISCAL 

Projections Actal 

Year I Year II 1971K10 mos) 1972 
S 


.
 . . . 5 . 
'5: 

Total Inoes 83,000 258,500 126,478 329,473
xess160,025
Toa 242,200 119:207 258,658

Earnings before Tax
Not Profit (77,025) 16,300 
 7,271
(77,025) 11002 70,815
1,532 51,720

Harnings as %.of Share 1.1% .002%. 5.27


Capital
 
F, 2. BALAICE SHEET 


F 

Asnats
 

Coas, banks 143,000 97,000 369,585 169,638Loans. investments 1,600,000 3,400,000 1,560,553 2,744,875 
'lued 
 22,000 -, 19,000 51p485 70,776
7Other (organix.) 24,002.0 18,000 109___661 10,609 
 -2' 

Total 
 1,789,000 395340000 2,091,284 3,089,898 

libltienand NetWorth 

LOAMs (AID)3nd Banks) 1,250,000 2055r,000 1,245,172 1,940,868 
_ 16,000 50.000. .. . ... . .. . . .. ..F. . . . . ....,. . . .. .. . . . . . ... .. .. .. . . ..5.. . . .. .5. .. 9 0 .., . 0 0 ...7. . 

21 P.5 -92617 . .Total ll1266,000 , 9 '' 2 43. ... . 0 99 .. :.... . . . . . ....'2,6009000 1,26,65 2,033,485. 

(ii) Comple

a~Of 

audited financial reports (Balance'Sheets -,Statem~ent.

S 1"come and expenses; Coprtv Ba7l1ance,-
 7 2 A5> F52A (F, 71! 1 -Pro-forma l ABalance Sheat, Statment nom-and Epeses adihFlow 


F SiiO~! F! F, 4. 
PrOJc t tis withi cotiumnt4 ar . :icluded in ;NNEXVV 

" 

555 .>>s~>,i ~ I Ex. Ii an 2. 

'-s>-5 55,i ' - F5S5' 55 -. *5 
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T ro e t i ons A t p. .
YearII 1971(9 

~' ~ Stockodr Equi' 

.......
 tanS tock , 
4y 

hetained 600,0 00Earnings (77.000) 1 0 000 0 818 ,41o3 06000)6.94000
4i 
Toti No
Woth 523,000 934,000 824,608'1,5642 

Total-Liabilities
 
and-Net Worth 
 1,789,000o 3,534,000 
 2,091,284 3,089,898
(66.000 . 6s1942 ' 4i

Two important factors apparent t is comparison,imliaton from o .. h..e.stronor OOMDESA's future operations, 
First, COWJUSAe. portfolio
Of loans and investments reachled the level projected for the, first yearOf operation ­ $1.6 million projected versus 
$1.56 million actul
although it wae
somewhat lover than projected for the second year­$3.4 million projected versus $2.74 million actual. 
 COMIDESA's 1972annual report to its stockholders indicates that, while the companyachieved significant increases in all facets of its operations, itdid not achieve the level of loan activity its management and Directors
had aet for it during 1972. 
 The 1972 program contemplated committing
$2*4 million 01l.0 in dollars; $1.4 inGuaranies)*
as reasons 
 COMDESA ascribes
for the shortfall the difficulty it experienced in placing
and moving dollar denominated sub-loans, and the temporary halt by the
LJSAID in disbursing Guaranies funds from the AID loan until the last
remaining installments of
in. 
 ODESA's capital stock subscription were paid
(AID, in Implementation Letter No. 14,
for a approved COMDESA's request
400,ooo increase in the local currency portion of the loan funds.
+ 
a condition to the approval, AID stipulated that no more tIhan 
 200,00
of the increase would be made available until all of COMDESA's subscribed
capital contributions 
were paid. 
As of October, 1972, approximately
$60,000 remained outstanding. 
 The last outstanding payment was received
by COMD11BA in December, 1972).
 

The second Important factorincome during the periods in the financial comparisons is C0)4DESA's1971 and 1972. While total expenses wereto those projected - close 
1971 (a "ahort" year 

$160,025 projected versus ~1927realized inof only 10 monthsprojected versus -for C0NDHSA), :and$242,000258,658 realized in 1972 
- CO.-DEA experienced
 
..........
......
, t, ....
significant increases in income over
and
 s- $83 00tprojecte


$3943r~cordedj,
1'its While COMMEA wa'xetdtleoda~netfirst year of operations, it actually rIcre:a ml 

'lossfor
 
$1,532. e rofitofY1
 

~~ 
In 1972, COMvDHSA's operations achieved,'a rnot profit of $5,70e:quivalent 'to a profitability ratio of 5.2% on shareholders capital.4~',"~ 
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The 160%. increase in operating income &chieved bywas partly the ro' of th f COMMRA in 1972,Io-h 1 4 n' and 'nve stmen t activi ties',w--hich increaased by 70%. oer 1971. -More imootnl-frCM A
operational cpmmisirtrsant.oe te191lyvlwas.due to the adopt 088ul hsiceaby COMDESAr-{teel.' n-171. ieof c issn 

HUI
caled (omisi6n - Negociaci6n - Cierre).omission, COMMSA has By,alying thiae adt recordingofes by recording

conuissiOns of up to 5%.when the sub-loaas ar prvd, wt
corresponi reduction interest
of that would berecorded at a laterdate when due. The net effect on income due and reIorded'over thelong term is zero, but the immediate effect in the ahort te'rm is of -oneimproving net income, 
co. 

CODHSA believes the application 'of the CENIC
iasion is ingpenable to its being able to operate successfully
as a private development bank in view of the expenses C0MDESA incursin building and maintaining an institutional capability to function . .. ­: fici:nt+ly in the full range of development banking ac'Jvities. COMMSAalso bal eves 
the CENIC approach is necessary in light of the contractual
obligaion with AID (Scction 5.02(f)) to establish and maintain the M.O.V.-
Bad Debt reserve of 2%.on its entire sub-loan and investment portfolio.
The Loan Committee did not object to the practice since it intends to
request that COMDESA 
 astablish a sepvrate reserve for maintenance of

value.
 

It is possible that COMESM's income for1972 would havebeen slightlyhigher than it was, i-j AID local 
 currency loan funds had not beentemporarily halted an mentioned previously. In order to meet itso~uitments to aub-borrowers during the period when the AID loan local
currency was temporarily not available, COMMA obtained two short term
local. currency loans of $80,000 each from 
two banks in Asuncion'. Theinterest paid by COMDESA on these loans during 1971 slightly reduced
C0DlSA's prtential net profit for the year. 
'I
 

Ais a final niote, increasing financial leverage is evidenced over thefirct two yiera of nOMDRSAs pperations, resulting from:, increasing
utilization of low-coat AID loan funds (full commitment of first AIDlonn funds expected before Juno 30, 1973); the continuing in-effect of
the grace period of the AID loan; and, reasonable control overoperating
expens.s in line with COHDE8A's income and the quality of operations. 

COL'DESA'u current financial situation is fully elaborated in the audited
Balance Shaet and Statement of IncomeN-kEVII-L. and Expenses for 1972' includedO0n in.V ,,the basis of' those .+-+­figurzes,, and assumng th'euivailability -'i-­of the proposed financing, a sound aud healthy growth canbe forecast. 

http:cpmmisirtrsant.oe


C. Finaxcial Plan -S.,ec dLon<' ' )-

The projected~ capital structure of COMRIESA at thea end of ythedisbursement period1 of~the secound Ia will;4gfoos*i 

4.4.PROJCTE CWAPIA-SRU CTLURELZ'4 

(4year period ,1973,- Cy 1976)> 
, 

-CY
 'i 

(inl million of4 ,U'S. 

4', Source: 

Debt: lot AID Loan 
 $2.6
 
2nd AID Loan 3.0
 
GOP Loan .40o~
 
Lines of Credit* 1.0 

Total Debt 7 million
 

Equity -Initial 1.
 
Increase .
 

Total Equity 1.5 '[ 
*C0OfDUSA plans to use lines of credit totalling up to ~~$1.0 million starting in 1973 and continuing at least


through the disbursement period of the second 
 AID loan. 

CON.DESA' a management has agreed to the need and desirability of4
selling additional. equity participationti in the coupay. "The firm's 
mnagement will request shareholder approval to raise the authorized

capital limitation from the present $1.0 million to $2.0 million. 
The'
Loan Committee began negotiations with CONDESA by indicating at least$500,000 of new equity from COMMDEA would be required under~a-econd

AID loan. COZ4DESA's mianagement accepted this and proposed to 4request~stockholder authority to go beyond that level to reachii$lA.0million1


4 n new participations by 1978. 
 For the purp,,ses of, examining 'this
loan proposal, the Loan Committee and COMMFA agreed to plan on, as
 
a minimum, ant additional *500,000 in new equity payments over the 
disbursement period of the loan. 74'~ 

,., ., 

'debt 4414 
4 

o equity ratio unetefrst ID:loan.was 3 to I.'4~~1
Without the lines o~f credit,, mentioned-,above, the. 'debt to,-equity ratio ~~~-' 4 
44P~4>~.~44vill bedoma,4:to 4I, after the. second AIDA16an, ati o which-compares

favoIrably'with'othe,rAID-finaneed privatei development banks- and, whi-ch 



Swill provide CONDESA with the~financ ial leverage it eirejs' ta aS of- . Hoevr * to reach­su t ii gl v l o paration5 the L a Comuitte ~reounedsa~maimm eb euty, of 5 to 1 in order to lo4 'the 'use ~of the lines of credit indicated on the table'above,, 
-

I; 
2. Loan Amount,and Terms. 

A2' 

TWO major considerations were, taken into.account in setting theam~ount and, terms of the loan. The firsit was tha~amiountof funadsrequired for eligible procurement with U'S 'd11" ­a SIS adCO DBA~ex eie c wth uilz tion of the ,dollar component of thefirst AID, loan was analyzed' and e-valuated. AThe Lo'n Coajiti6concluded thatp except in the instances of COMS4D~A investi~ loanor shares) in large projects in Paraguay, the' requireuiat for, orpossible utilization, of dollars in sub-project financitig was notlarge* Additionally, there do exist inParaguay othersources offinancing - lines of credit -which can provide for importatiomofcapital equipment. 

On the other hand, the Loan Commzittee found substantial evidence to 
nupport including a large local currency componenL in the proposed loan.It is this component which is moat scarce, on developjenta. lendingterms such as only COMMEA can offer, in Paraguaye 

COMMEA had given USAID a list of projects it was proposing tocosie financing in 1973-74 and indicated that ~OIDESA could utilizen aecond loan from AID of $3.175 million. At the time, some doubtexicted about the likelihood of Rome of the proposed projects comingto the rtalization. stage, and the IflR and subsequent UAID-OMwlSAnegotl.ationa presumed an amount of $2.1 million. The Loan Committeedetermined that COMDESA's project list is reasonable. It also learnedthat other projects, not on COIIDESA~n list which would require COMDESA'sunique typo of financing in the near future are in final stages' of studyby the Centro de Desarrollo y Productividad. (See ANNEX VIExhibit 2 ) 
Therefore, the Loan Committee believes that therd is an effective"damand for COMDUSA's lending resources that will fully 'absorb additionalfunding of $3.0 million from AID. 

A' 

V 

V'V 

The 'necond major consideration In determining the 'Vloani amunt ~andterms was the need for COXDESA to achieve a sound 'finiancial base whilemaintaining a reasonable level of'developeuent l'ending'operations. In',the first financial analysis made to evaluate -the n eesi'tyfor' a VV 'secondl~oo Q2.5.million yes proposed as the loan amount, and 'CORDEaAa5 Wequested to plan, on:'peoLning lines of credit reaching 1"5I f 

~ 
V' 

,'V'V$' 

' 

VA'V~j'V'JVV 
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by 1978. TheCash'Flow lprepared on those assumptions indicated 4that +
COMDESA would 
 need additional Oco551ouIry fi i athe-end of
the fivae year period. The projections showed that -OODESA's 
 operations
in the fourth and fifth year',of the period would produce cash defic'its.
of 87,O0O and $3O6,0O respectively. Thus, the.ctipy'would, atthat
time, have to open additional,lines of credit(to 
at least,42.Omillionand likely higher), 
or request additional financingfrom AID.or
 
financing on similar terms and conditions from other sources, .inorder
to reach a maintainable level of operations. The LoanCoiiee and
COMMA 	agreed that a liberal policy of'expanding lines ofaoredit would
 
not alone be sufficient to help .O.D.SA m
maintain 	a satisfactory 1evel
of operations. Such credits would cost 749%., and the Loan.,,omittee 
was concerned that OODESA avoid, ifpossible, excessive reliance on
shorter term debt in view of the dangers and risks inherent in such
 
a polfty.
 

The amount of the proposed AID loan was then increased to $3.0 million,
the bsnk and other lines of credit were reduced to an annual level of
about $1.0 million through 1978, and new Cash Flow projections were
 
prepared. '(See ANNEX VII-Ex. 2). Under the terms stated below, the
 
additional fundn would allow COMDESA to generate .the profitlevels
necessary for a private sector operation and provide reasonable assurance
that the 	loan objectives would be achieved.
 

Thus, a aecond AID loan of $3.0 million is recommended under the
 
following tcrms
 

a, Amortization 
 : 20 years from date of first disbursement
b. Gzuce Period : 5 years 
 .
 
c. Zntorest Rates : 37. during grace period and 4% thereafter
d. 	 Currency of
 

Repayment : U.S. Dollars
 

c. Prooreent : 50% U.S. Dollars and 50Local Currency
 
COMESA will be allowad to charge a maximum interest of 12%.per annum on the loanii financed with ATD loan funds. A limit 	of l4%.is suggested
for loan made by COMMA with non-AID funds. This may require approval
of- the Central tank of Paraguay if the new banking law is approved by


Congresso 
 With respect to the terms of the sub-loans made by COMESA
 
with AID loan funds. the Loan Committee recouneuds the following:
 

a) no 3hort term loans (less than 1.months)
b) 
no term over 10 years vithout prior approval of AID 

c) no grace pnriod for more 

. *
 

than 12 months without prior
 
approval of AID.
 

U 	 U
 

4 
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Thrtheugh ut"-ne oti tjo a i"'6 " l ad to~of:4the new guidelines CPNDES i e.acceptancewhich wou1d orient COMM~A towards *~ deve.cpman' type activitiesd oa -eI-ie4 ,i iln h-T UB s 

,appraisalbanki-g, ,package, lending
-COnDESA's management insited upon a quid 


env ro..e.tal soun.es criteria....
in:the- groaslu,f orm ofino±ldp~ldnce of act~ln in the use of its ow 4fudsan
 
authorization to.charg. 
a higher interest rate 
 .on
th- AID' oan funds.
The LoanConmittee yielded on thequestion of increae inmaximu
interest rate and reached agreement with COHDBsAls mantagement on the
 new restriction on grace period mencionedabovano h
and covenants listed under Section lle odedrj
. page 49. no 
3. 
Projected ResultsofSub-LendingOperations 1973-1979
 

o re ' '. 
 .. -a-fc
The iRR 'or the proposed loan noted ..." 4 "4 "/that CO)WE8A's managem~ent 

1L t Polac. a minimum of 200,000 per month theife of duringhe project in order to meet its goals of continuing to assist
in the development of the private sector in Paraguay, make a profit which
will yield reasoniable dividends to stockholders, and evidence a
aatisfactory return compared to net worth. 
 Following thorough analyses
Of COMDESA's financial projections ("8e ANNEXVU-0' the Loan Committeebecame convinced that without an additional loan of* the size proposed
And 'Without concessionary terms, COMDESA's operations would
Bufficient not generate
fundu tomaintainof' 4200.000. 
 the minimum monthly lending averageThe Cash Flow projections requireduonta show COMDSA's yearlyfor sub-Ioano varying disburse-4between a peak of $3,065 million in 1973 and
fami.niMum of $1,965 million in 1977.

proJcctioma, Over the six year period of the
rlieaverage annual amount available for sub-lending?2.37 miilon, or approximately $200,000 per 

is 
folio month. The sub-loan port­bouldI',, developed according to the priorities for developmental
rnuding agreca upon by COMMA and the Loan Committee and
nit earlier deactibed insection. 
 s
According to the projectiono
, this level oo ndinag will enable CO.D.SA to 

sub­
generateon operations, taking into 

adequate estimated net returnsaccount the amortizationtosts, operating of organizationexpenses, debt service costs, and the emounts required
for reserves and provision for income tax,
 

COMIDE-SA's projectioas (pro-forma Statementshow that beforo-tax earnings will rise at a 
of Income and Expenses)

1974$ and continue to rise, but rapid rate in 1973 amdat a lesser rate, until ain 1977. A alight reduction in earning-
peak is reached 

would occur in 1978.figures are as Thefollowsa:2 

, . .o , .o,,o,... :' 4,:,
.. .::

1972 1973 ?',::- {,:,4
1974:'." .,>:::,:: 1975 "1976J"t<1977Harnings 2, >""#,-:<:.42 1978 4K- B~efore Tax 70.8- 22 .">4> ~134.4 2.zo8 2328*5
i>!£ ii; ...... 374. 42~5. 412.9" 

1,
 

r 

4 

1 
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managentl requested COHDESA to plan on selling-atles p500,000 o
 
new equity.: ThehLoannCo uittee felt that whithi 
 ouil&1be aivdi
 
it would not be, ithout difficulty, since COMDEBA ha.av 
 and 4etip
 

a dividend, and may not for at least one more year, To attract .new 
capital andinterest existing shareholders in purchasing additional 
equity' COtDESA would like to begin paying dividends an Boon as
possible,(the AID Loan Agreement allows a 	dividend payment of up 
to 127. annually of paid-in capital). CODESA's management has agreed 
 -
to the Loan Comittee' s suggestion that only stock dividends be declared 
until after COeA completes its operations for 1973. -italso agreed
to recomnmend stock,a instead of cash dividends. This policy may not be
approved 	by the General Assehbly. In such a case the cash dividend
 
would be 	about 57.. 
 Even such low dividend is a better incentive and
 
may attract the new shareholders for CO inDESA's
next issue.
 

- The absence of a ready market for shares in Paraguay and othe fact 
that COMDeSA is the first private stock company in Paraguay with broad
 
=mall invstor participation and with an unrecognized public record,
also would appear to make the sale of additional equity more difficult 
than might be the case in other countries. 

o1cuver, 	 some existing hartholders, suchs ADbuA and the local ',bmnks, may not be too reticent to subscribe to additional capital shares
 
before tho
receivo cash returns from their initial investment. CONDESA's
 
Mnage*Unt asserted to 
the Lsan 	Co nittee that a preliminary poll of the
 
oharehol(erq
revealed 	that many would consider some now equity purchases;thAL Mrany *
ould accept stock instead of icaah dividends; and that the

maxirnum amount of new stock wihich would have to be sold to neshareholders
 
would roprasan; about one-third of the planned amount. COMMEA would,

of course, attempt to interest new investors in buying as much of the

additional authorization as possible. On this basis COMDESA's
 
mnagment felt itwas 
realistic to request present shareholder approval
to incrasoe the authorized capital level to $2.O million, to be paid-in

by 197C. 

Tho A10/W cAble on minutes of the CAEC meeting for the OMMDA I1 IRR
Uuggeted Lonisideration be given to offering the two-step 

- ­

feature to the* 	 Government of Paraguay in regard to this loan. In negotiatios with
 
COMDSA'h munagament, the Loan CoMimtee explained the objectives and mode

of opration of the two-step option. COMESA's comments on the proposed

idea imre consistent and forceful in that COMMA believesthe twostep
 
arangenitont could vxpose COMMDEA to potential gov:enmental attempts toJ 

k 
infueceits policy or operations. Since hscothlaitontpronent, 	OOMDESAo argued ~i 4'thatAID 	should ,not take 4ayaction wth~ol

affect COiMDBSA's independence of operations, The Loan Cbmitteenoted ~~.4~* 

1 ;+i++1 '1): ' 
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the concerns 
of COMDESA, and in view of the fact that the Goverianent
 
of Paraguay has, to date, not accepted the two-step feature offered
 
in conjunction with other loans, 
a decision was made not to consider
 
the issue further.
 

5. Government Guarantee.
 

The Loan Committee considered the desirability AID's requiring a

Government guarantee for the proposed loan along with consideration of
the two-step offer. 
 For the same reason as indicated in the preceding

paragraph, the Loan Cormnittee believes it inadvisable to seek such a 
guarantee. IHowever, COMDESA will obtain from the Banco Central del 
Paraguay 1n indication of any object!nov it might have to the proposed
loan. A repone of "no objection" would serve as assurance that 
',he Covor'mment wuld make avai lablo required amounts of foreign exchange 
to enablc COMIDEuSA to soervice its debt to AID. 
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SCTIN V -WAN ADMINISTRATION AND I NrAID• 

As Project xecjztion< 
' 

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

1. Through Meeting of Conditions Precedent. 
roer 

. 
...Draftings negotiation and signing of the Loan Agreement and of thebasic Implementationetter could be completed within90 days after 

or 
the 

letteroadvie 
 o official ratification of the GOP will be required.

There wil~l be four conditions precedent to initial disbursement: 


a) Legal Opinion, b) evidence of full commitment of funds from
Loan 526-L-019, c. arrangements for additiona equity capital

2,lete of 
 dvice. fSb-r~eractuivalent to $500,000. d) establiown f~s~rt 

-. -- mainten nce of vralu e co, men t eev oet.- or a s t . gese reoforeign deb fi addition to -o-co the re,,,.----- otstan ertm­nnd -the e reserve.Cma dl c io h' those - tpp 
c e.requirempen oftsth frt AID
anvbe expected 90 days after signing
the Loan Agreement. Disbursement of loan funds could
9 s tart by-iecember 07.
-f 

3 

2. lRte rcust fi e o Sub- ro bctrby CO-DSA. 

COKPPSAlhs projeci identification and promotionftu procedure rodted system as well asto application, 
are describd 1 dotail 

review and approval of sub-loansIn ANNRX V Exhibit 4received in ch formts 
. In bri-, applicationsshows in A EX y1IBoard for , po.licy level decision so to 
o.u1 are submitted to thethe application's basicligi.ility; 
if fIvorble, the 
 taff conducts a closeproposed opeziatit~n ond prepares a examination of thedetailed analysis to support its
rocofatde.tion 
 he Board pproven or rejects thea conditionI o proposal or may givehpp.oval;
Mianager the negotiates -taffeand the cuatronar sign a contract, an agreemen! thernn 

COHDPMA haf; acquired a reputation for prompt response to inquiries
rind 1i receptive 40 Any imaginative, feanible proposal.
tiquiries over 400have been received so
Board arid 127 operntions 
far, of these about 190 reached the
 

of the board ane of 
have been approved. The talenttho Hanggemnt Consultant have been an 

and experience
factor in the promotion importantand appraisalWo0 the Management of loan and investments.Consultant The rolewa- expected to diminish as CnDESA increased 
graduallv 1ta pervannt staff and upgraded its #kills over the nextthroo years, 

>
 

:+': 

- ' 

- 4A4 
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3 Review.and Approval of Sub Projects by USAID. 

S . 
Nj 

Such AID reviews and approvals of sub-loans as may be required
will be conducted by the USAID/Paraguay Loan Imiplemantation Coemmittee. 
The Capital Development Officar and the USAID Controller will havepermanent representation on the Committee which will count also on 
any other assistance as may be appropriate. The Loan Implementation+Committee shall review the monthly progress' report to ascertain that 

..!/, 

none of the reported operations is in conflict with the Loan . 
Agreement and recommend action when necessary, The Loai Committee 
recommends that the project description of the second Loan Agreement
should provide specific development lending criteria which will 
simplify the processing of sub-loans requiring AID approval. Among
the features recommended are: a) limitation of lending for development
projects in agroed upon priority areas, b) no working capital loans 
for a term of less than 12 months, c) AID approval is required for 
loans in excess of $100,000 or its equivalent, d) AD approval is
required for equity investment by COHDESA, e) AID approval is required
when total exposure of COMDESA with any sub-borrower is in excess of
$300,000 or its equivalent, f) AID approval is required for any direct 
loan to an officer of COMMDSA or one of its principal stockholders or 
to r firm in whicb they have a substantial interest, g) AID approval is 
required when, irrespective of amount, the applicant has already 
received more than 3 sub-loans from COMDESA. 

The 
defined 

Loan Comittee believes that with specific guidelines clearly
In Implementation Letters and a streamlining of the internal 

x. 
procousing procedure of the Mission, the decirion on any loan application
rtiquiring AID approval could be reached and communicated to C0HDSA 
within 10 days after receipt 
and valid documentation. 

of an application supported by complete 

A now "Loan Summary" has already been designed and discussed with 
COMDBSA'o management,. An agreement was reached to start using the 
1orm for all new sub-loans under the present AID loan. (See ANNEX VIII-,%
Exhibit 2 ). Adjustments will be made as required so that at the
time ;.he new loan funds will become available, the new form will have 
elaeady been tasted for more than 6 months. COMDMA has also revised 

* 
the checkliit tied by its staff. 
tine before July 1973. 

The new checklist will be put in 

4, SmervIsion and Loan Adminitrationby OZIDESA's Staff. 

COMM~A's management has designed and isusing a follow-up p±.nn forthe administration and supervisio.n of the operations of its sub-borrowers 

+ + .S+r'-- + 
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by COZ4DSA's own staff. This plan includes the control- of the use ofl~
 
the funds and the evaluation of the goods and services'financed with
 
COreport sub-loans. In-service tr i in.. Led which,
thus 'ni 

upgrades the skills of the ain tothuesbinitesf 3­g isse 

CODESA and its customers, ncuing ofeoth
 

B. Proress Review.
 
eprarrent the bestaffoto, 

1. Relporting.
 

The loan agreement will require that COmDESA prepare and submit 	 ­

reports on its total portfolio.
 

(a) 	 Monthly Progress Report, giving a brief summary of financing -

activity during the month. (See ANNEX VIII-Exhib its 3). -

(b) 	 Monthly and Annual Financial Statements including Income 
Statements, Balance Sheets and comparison with previous
 
periods.
 

(c) Quarterly Progress Reports giving a detailed analysis oJ'6its
 
activities (loans, investments, guaranties) during the Quarter,
 
with. sources and uue of funds, sub-loan terms, etc.
 

In addition, the Quartely Progress Report shall provide a
 
description and evaluation of the technical assistance received
 
and given by COMDESA.
 

(d) 	Report of the Annual Audit performed by 3 firm acceptable to
 
AID, and
 

(e) 	Annual Report, suomarizing the year, prepared for stockholder
 
und public distribution.
 

2, 8auti.
 

Evaluation of CODESA's utilization of the loan funds as well as
 
its performAnce as a development lending institution will begin-with
 
those reports. Joint reviews will be held twice a year to coincide :
-

with 	COHDHSAu program and budget reviews. 

The Loan Committee suggest's that prior to the commitment by COMDESA 
(ifmiore than one half of the loan funds and prior to the disbursement or 
4 asuaoee of comuitment dociments for the second half, USAID/Paraguay make 
a formal evaluation of the a-.tent to which CODESA' operations performance 
has matched its stated goala and lending priorities. _ 
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3. 	 Framework for Evaluation.l 

a-
 CMDESI's performance will be evaluated by ,measuring'it against
the following goals generally accepted for a development bank:
 

() Provide Medium and Lo-ng Term Loans: 

a) Has COMMBA made other than medium and long term 
loans? Loans under 12 montha 

b) Package financing by COMDE8A. 

C) 	Have all maturities 6f 12 months or less been taken
 
up by co ercial banks?
 

£(ii) 
 Strengthen-the Private Sector:
 

a) 	Technical assistance in management, budgeting,
 
marketing, etc.
 

b) 	Promotion of operations for package lending which
 
require financing of short maturities by commercial
 
banks.
 

c) 	Providing funds for developmeiital lending not other­
wise available for such purpose from other sources.
 

(iii) 
 Attract non-AID ForeignSourcies ofFunds
 

a) Equity investment in COMDESA.
 

b) Lines of Credit to COMDESA.
 

c) Equity investment in COMDESA promoted projects,.
 

d) 	Consortium financing.
 

(iv) 
 FinanceSmall and Medium SizeEnterprises"
 

a) 	 COMDESA's use of up to $2000000 to finance small
enterprises through existing or nov channels. 

................. ......S~b) 	 Review of portfolio.
'
 'i! :: :2'$ .:'
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~j'~ (v) 	 Provide Moderate-Sized Loans:~K 

COMDESA's balanced lending.k its total portfolio willnot 	show more than, 30% of outatanding-loans in mounts 
exedig$0000
 

NOi Stimulate Investment: 

a) 	 Promotion of sound projects -~ihrequire
a minimum 
of 30%.iinvestment~by enrepxr tourts..
 

b) 	 Financial aid technical assistance offered to entre­
preneurs, 

(vii) Promote Capital Markets: 

a) Acquiring andoffering for sale equity participation.
 

b) Placing new additional shares of its own stock.
 

c) Issuing or underwvriting other debt instruments.
 

(viii) 
ProvideTechnicalAssistance toBorrower:
 

a) 	 In prepara~tion of project, 

b) In execution of project.
 

(in) 
PromoteNewInvengtmentOpportunitiesa
 

To Vhat extent COWAS
system of Project identification

and promotion Is geared to this purposeo'. What are the

results? 

(x $timulateHishPriorityInvestment: 

Hlas COMMEA adhered to its policy of lending for thedevelopment of high priority activities as specified 
 .in ANEX 1 to te Loan Agreement. 

b, The nvaluation of' OMMA8's operations will not be limited to theabove gol buzt ill also incluade an appraisal. of 	the eftectiveness of 
. , 

COOMA ini financing ppior'ity activitien which aim at increasing: 

(4 	 Iprodutionn~to export
 
procaraing of P ia
n agruturalmir.al an 
 orsyroducts
(Iiprocessigi, 	mark ting and dintribiution. of foodstuaffs ~ 

In 	addition the. following cheklc Wi be used to 	nimice a ciic~al' 

ii 

http:agruturalmir.al


4 

111 oil: 

-a ai 
 a il t 
 and________tem4l f r4' sources.-­

S(v) Ar opr ia nessor a e euc''of., :pr at:in What i
i) Canatge ini nrC Bnt t r op iatd gere rgan.at ion 4 >.+ + er 4,++•..(v and o.e. ..t p4..4.. oonm. . how b. 

r -p eet pRanat+++++++RelatiooufodCODSOio++oP'bsiness+'4 ....( u oi iUJ arinus fo.....Of f afc ing Ondet and,
+ G + ++++(vii) Ecnmi
i ml ol n rec 

a 
iv)..hng es c qav OMEA'i dth othrereo..ctvtis 

Vii) ..... ppropri atene of~ e acteafooedbypeererensrisks
~ r ~ he as t oh c 

signioe
ficOEanc 
 thef ecnm.Peet 
htftr
(v n xentadqaiyowte
arsucmpae? Hwd
activities
+ + Problem -e+ sl~ aenlth wat actio ws he asitehiaRslve
tree erefro ..;j tem?4. ­t oArceohthva + ?/ysarouson C proroabonaundea den h(ix) ual d.... 
ndmea ri omityeofpotlio,
ad u. s is an e p oo. ntnt ofyroitecautionagaindst....e t c ,.. ... +
 

( vi )iwiiEasecon o nmic p ofi o , e crities ?
 
mae 
o arjst pue
ets. 


reflecte 
in a comprhensi rDeorby ese eci .
 a h e mdsndations ;4acio 
 b (O obeolAsD whantreuaioedn r 
r 

tat epot v
the above fraewrkshold butwanei h of
43itdC 
 p DEASoestlisheied and
thin tby probiate
pirtiesae What soldtions
o on
 
Verga 
 e Lopan Couied belive hat 
asy jproinevaaion shoul
prflcd iabu coprhel ive be
eport wit 
speifi reouendationsbafor 

During te(irt Rwo yearsof hoX DESAho. 
 Present 
 hat fitu
 

:+:deelo 
pmn institu~l~metin 
 In-+'
L patcr
cionS Mr.++U+:fo. technical..by OMr.assi tance wn ri 
h serice°~ifo+++d ~ Sergio+•/:or-A a n
cla wh aD euned 0 ,0 o e
+'~ o +++h~devel . polic 

o or tht. repotnteavaluiomen banking+, t a -w t i d
thatDfuichesae fmort ies At t+he
porlod the easdbbenwekeyigm epration of his contact+}+i) ++++!+wo recrul CofDS iprtself
COSaso
aprorit 
reCOux.EAtion.
usied tanechnicl
 
place$ oo adustusdveloeth ehntbsis t f e eed.s
nsttof Ionsprultarh a ofe
hservicesougi ae
6yCM.Sri'
 

Comp hredo . er. t .con....tr a ra as e of ot h e l s wi ne a r.during
 
4- cugtomers +++ 


and ato er th eorg 
'- 4' 

ztiof ceod ofltant serv coreud e coi eed high
 
+is+p: + ++::++; + ++ + ++ +,+ +,4''- 4/++ 

4- 1+' 44 444.++4-'--'-+'-4A' 
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Hoee h yps of skilad,Ilxerience neddfr such an
 
instituti.on-r scarce in Paaga an h i-ut bained a
o 

The Loan ,Comite~e hlas discsse the nedo'CMEA for,addiioa
 
tachnical:.assistances'under thesleond lo nAn 'mount not t,.
t6exceed
 

:touse lise ;funds to, pay; for h se:vcso experienced i~onsu1et
 
in capital market.? pertrnlong tarem financital planning,- and '::in- -:
 

t:!;~qi::!o f )the;secondi loan i:funds be usledl byi COMS through ai~iSpecii¥Fund ?:
 

-;~i:::;:,-
eAsibility studies, (b) technical :assstance:'inplannin 
and admin'is­
i:'  
•tration. It ;is suggeoted that ODESA maintain a 
:separate revolving i ' }


::•
•... :acc€ount of up to $300,000 for tlhe ,same purposes, : i:/": :?":: !: :: i!
 

: ~Whenever COMDESA-finances a project resullting from such studies, t~he 
 ," i
/..-i ,project loan will include the: cost of such studyl as part of ithe
int : - i !i!bomdebthnaeMscareon rguayh detreimrsementobtaiedusoefas>,• ~peckme And the first repayment~s of ouch: loan would replenish the- . i : :i!
 
Speciel Fund Account: for Technical Aasit ance tu sub-borrowers.; ' :.}
alehadeslhishe nd the sen Loan emnt andizaptroetbyxce~The
Loan Committee strongly support~s 
the financing of technical assistance : !ii
 

//i! for planniuZ and administration of enterprises uhich have not;acqluired. 

i
 

D. 
' :the

Procurement,
.uecesgary skills in management and financial: planning.:i: i ' 

:?:; 

iiia D n m:t : :ii: 
.­

::-.'
: Procurement will lie handled by.COMDESA's .customers ::
who will utilize :-,-

i tine Smaoll :Businena Notification only when formal are advsale -idig 


? ~Di :
Iburnement of-Loan funds for: Dollar Cost~s will be ieffected through the:-
 : :: i 

.:- .ID Letter .of Coninitmnent or other customry AID'procedures In the . .,':
. 


' "Utilizatiou ,of the, first loan,. COKRSA opened several global Ltters 
 ? i

-,i: :of Commitment and is very fi. liar with this :procedure.: '.::::-i; ":;,? ,/;:: i i :ii'::
 

, ;' Disbursement of loan funds for ca Curr Coe foi ll  enc otinue to
 

i::;ALD/Wncehingto n .! ::~ 
 ;#: :
 

In iw fte eanwi r pheAInpocrment andtehicalrssitancedfrs,
 



1 P e 	 of the loan agreementwBowerwill ubmit 
evidence that the General Assembl 'of Stockholder ,1as

approved additiona1 ~capitalizatin amnt ing aminimumn i~~


of~ the equivalent of $500,000.
 

2. Prior to Initial Disbursement. 

,The Loan Agreement will include.the standard conditions and
 
require: (a)evidence satisfactory to AID that Lth~e Borrow'er

has taken, appropriatei measures,t raise,,itu -paid-in~'ca It .to
the- equivalent of $05 miil~ion;k (b)~thelestablihn'~t of ase' 
-rate reserve for maintenance of value commensurate itoldorrower a 
outstanding long term foreign debt in addition to the reserve 
requirements of first loan and thethe AID 	 legal reserve;
(See pages 52-53.); (c) evidence-of full coumitmetof funds
from Loan 526-L-019. 

43. 	 Other Terms and Conditions.
 

a. 	Goods, services and marine insurance financed under the
 
.loan
shall have their 
sources and origin in countries included
in Code 94J1 of the AID Gegapi Code Book., Marine Insurance
 

may be financed under the loan only if it isobtained on a2
 
competitive basis and any claims thereunder are payable in
freely 'cQnvertible currencies. 
 Ocean shipping financed under

the loan shall be procured In any country'Included in Code 941
 
of the AID Geographic Code Book.
 

b. The loan agreement will provide for a p paSu arrange- j
ment for payment of the additional capitalization as follows:
 

(i) No L~ore than one million (*1.o million) 'of this loan

will be released unless COMDESA submits evidence of receipt
of additional paid-in capital amounting to the equivalent 
of $166,oo
 

(ii) No more than two million of this loan will be released
 
unleas C014DESA submits evidence of receipt of additional paid
 
-in 
 capital amounting to the equivalent of $500,000.
 

o. Unless AID otherwise agrees intwriting, Borrower ray not borrow..

from other sources -any amount, of money which wrould~ result in 
a debt equity ratioitin excess of five (5) to, one i 4 

a. Unless AID otherwise eagreo in zwiiting, vrae shall not: 

M Ue I la unstomk any Bub-l4oan for 'aterm of~lose, than~ 'one ( ero oeta,0yan
(ii)Fna(lc n)whe& or n arwith loa fudsanapijetwhic incude refini-wbbi ofir psnyr~ d~ okindf


G10Us more tha ani4O11'~e ,,aout 	 d4 . 
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~§:si'i i 1) ~ Provide more than twenty five percent (25%,) of theequity investment for any sub project­

~<Use more than 25% of AI) loan funds forwokn 
' AIita1 financingo9a.n cs okn 

(vi) Decareor~py ay, ashdividends on any,shares of anyBorroer whether now orhereifter outstanding
which would represent a return of o e c
 
thshareholder in~any calendar year unless s~ 
itiuiz . excess 
earned

of. twelve percent (12%) ismatched by a equal appropriationto surplus and also an equal prepayment of the AID loan;
 

Sr(vii) 
 Make any sub-loan to any enterprise when such sub-loanwould cause the debt-equity ratio of such enterprtieto exceed the
ratio of 70:30;suh tte 

(iii) .Sell, transfer, lease or otherwise dispose of all or any substantial portion of Its assets (except for sale, in the
normal course of business, of equity investments), or undertake 
any merger or consolidation; 

(ix) Subordinate AID's tatus as preferential creditor to the
claim of any other credit of Borrower.
 

b. The Borrower will consult with, and obtain prior written approval
from AID, boiOre undertaking any of the following actions: 

() Approve more than three sub-loans to any individual,enterprise or jinge investor group; 
Ii 

t or equity investment in, any enterprise
if the aggregate amount exceeds the equivalent of one hundred 
thou.And dollars ($100,000); 

(iii) Uso Afln loan funds to make any sub-loan for wqrkingcapital only. 
 In the cases of sub-loan~s where working capital is a
component?, Lbe financing of such component shall not be for a termi
of less than 12 munths; 

(iv) materially amend~ its charter-or~bylaws orq theasic terms,~rules, regulations, policies and procedures ,approved 2by AIDI foimlmntto ofLa,2--1 xetwe uhaendmaents are~
the 

tequi,ec 
 to fulfills now conditions and covenan~ts eaabll'hed in' the 
IprentJoai>n-

N >7~'1 ' 

4 
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(v) Change the management of the Borrower.
 
c. 
This loan will be subject to such other terms and conditions
as AID may deem advisable.
 



__________________________ 

* ' 5 i. 

SECTION VI -~ISSUFS~ 6 4' 

,_._________________._i!<"
"
J Raised by the-Loan Comuittee in USAID/Para~ua 
1.Forefe zxchafige RisktCODSA. 

. 

In spite of the fact thatto the GOP has peggedthe U.S. dollar after the dollar the value of the guarani tA.6'was devaluated,has expressed some concern over the 
the Loan Committee 

q estiionof the likelyeventual devaluation of the effects of anGuarani on the ability of C. ..SA to surviveVtas a 
viable instituti~on through such a period.
The first AID loan provided for CO..DSA to reserve 2% of total yearly
outstanding portfolio for such an event, an amount which certainly would 

'...be insufficient if COHDESA could not collect at 'the 
new rate from its
sub-borrowers the monies it lent at the old rate. Requiring a covenantin the second AID loan for a larger cash reserve, or a cumulativeto reach, reservekfter a period of years, 10% 
of total portfolio outstanding
would givegreater protection and assurance that 
 OMDESA could reduce
the impact if a devaluation if its sub-borrowers could not pay the
r•adjusted m4ountB of their debts. 

bost be 

However, such provision
a palliative because no one can forecast with any accuracy 
would at 

therate of inflation which would cause the GOP to devaluate the Guarani.
rhere is no 
ascurance either that the devaluation vill be close to thei ange of 107. The Loan Comaitteo believes that COMDESA should not, at:'.ts present stage of developmento 
remove from development lending
ictivity 10%.of itm entire portfolio, but progressively establish a cash
reserve for maintenance of value over a period of 5 years equivalentto 5% of the 
amount of its outstanding obligations repayable in foreign
exchange. Thi seems more reasonable and more realistic.
joint ovaluation meetings with CORDESA 
During the 

for reservOes will 
e adequacy of the provisionsbe thoroughly studied and specific recomIend tions
will be made, if required, 

Up to now, COHDMA has passed the maintenance of value risksub-borrowers. to itsCONDESA's managezment pointed

[ 
that Decree out to the Loan CommitteeLaw #284 specifically approvedrecent informational documants, such procedure. One of her
IModalidaden Operativa"), 

dated 15 February, 1973, (and titledrefers, In point number 7, the thatto factthe sub-borrowera assume the exchange risk when COMMEA finances fromis foreig4 resources, whether* has been questionedi 
Indollars or guaranies. This'policyby AID auditors who as discriminating among 

were of the opinion that ,CON'DESAits sub-borrowers, However,,standing that it is our uinder-~the end us~er of the funds should andi
risk in all countries does bear the exchangedeveloped or underdeveloped.fV V1 

f' 

http:underdeveloped.fV
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The LoanComtteo has discussed with ComgSA the nee omk

anlssadeauto 
 fteefcaof 
a hypotetical dev luationA'­of .10 and
and may 

15% on~its total portfolio. COMDESA has 4igieed_ to~do sorequire technical assistance to carry out such 
&sud . O
the bss+'
thebaisofrecommndations resulting from such a study COMDESA will
conuideradopting specific policies concerningof maintenance the over- all problem

In designing a 
of value and the measures required-to implementloan package them.for its sub-borrower cODS is carefully,7i<providing a mix of AID loan gonerated guaranies an~d OHDESAguaranies a own(on which there is noiexchange risk)impact of devaluation of 

to buifer the possiblethe local currency on the operations of itssub-borrower thus lessening the potential impact on CO,-ESA itself.The Loan Committee expects that in the future COMMA will graduallyincrease the proportion of CO UDSA's own guaranies in all thepackages when local financingcurrency funds become available through the roll over or additional equity. 

The Loan Coimittee recommends that for therequired to establish a separate cash reserve 
time being COMMEA bewhich overaa period of5 years should reach the eq"ivalent of 5% of its outstanding obligations


repayable in foreign exchange,
 

Rhile thir 

Guarantee, 

lasue is closely related to issue No. 3, Government 
4the Loan Couimitwae believes that the risk of maintenance of
value is lcsa than the risk to CODESA of being exposed to potential

pressure. 

2, Use of Lines of Credit from ComiercinlBanks by CODESA.
 

The Loan Cosuittee has discussed with COWDESA's management the possible
 
use of commercial banks' lines of credit. 
 The point was stressed that
COMESA should negotiate for medium term lines of credit rather than the
short tens usually made available by the commercial banks.-
 - .
 

COMDESA's arguments were that since it will have to obtain funds at
.on-conceasionery terws and ofone the sources might be the CommercialBanks, It would be wise to start establishing now firmer banking relations
with the cosuercial banks. 
 In addition, as a matter of prestige it would
benefit COMMEA to have such solid references in the financial world
market when tho time comes to

4/ 

look for additional funds. 
 Finally'there

are many operations corollary to long tem lending which are directlyA 

l 

rclated to dvlopment. These operations are generally financed with 

444,.+,:4 funds earmarked for such purposes, by the -4 4-, 4444+Y ,44 4 - 44_4e ++ + +! i+~icommercial, banks.The 44++'
-4 44~4~4444operations could yield additional returns that woisldstrengthen CONDESA's
~4 financial jittuatin.
4 
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,uveibt;lo takn ' 

.While these points are welltakenandother reasons could befoundb 
<Q+-!tbloos*thehold in ti]h't+of AIta experience with other financieras,
the Loan ,Comiittee -reco-,ends' that th onAgreement,,contain a clause 

~which would rqire AID ;approval not only for any 'aditiona'fbrown 
~~<above':a: certain 'amount but.also for the te 0iuofn w~~hich CONDESA 
~ may. obtain within,,that aniount.' The LoanComitte feeltt sch's 

'clause will provide better control over both th ye foeain 
, thatC..DE. A will++ finance with such additional fd .he and debt­
equityratio of COMDSA. . .' .. < .''> . . . .. 

It n-ist be noted that such a clause will not be an absolute limitation 
since AID)would surely approve additional borrowings by OHDE8A when 
justified# 

3. GOP Guarantee. 

The Loan Committee has conaidered the desirability of requiring a 
Government Guarantee for the second loan, taking into account the 
advantage of passing the maintenance of value risk to theGovernment 
of Paralgay. 

In discussions with COMDESA's management the matter of guarantee was 
ntud1.ed -,'n depth. COI4DEBA ewxpressed Strong apprehension that this could 
affect seriously its independence of judgement. tonb, 

The Loan Committee noted COMDESAs view that, within the 
ParAguayun context, it is not desirable to require a guarantee of the 
Govei,:ent of Paraguay. 

s:+.... 

The Loan Comuittoe suggests that COMDESA obtain from the Central 
Bank of Paraguay a letter stating that it has no objection to COMDESA' s 
additional borrowing of up to 3.0 million from AID, This is a procedurerosd by the IFC in so+me +countries:and: the General Mnaer of CMDESA did . 

, 

'i.:+iii 

not foresee any difficulty in obtaining such a letter from the Central 
Bank. Aczordiag to Law the Central Bank is empowered to regulate .­
CODESA's'operation and assure that COMDESA will have access to the 
tionsaaa-y iforeign exchange when payments under AID loans become due. 
This letter of non-objection could be required as a condition to signing 
the Loan Agrccmeut. 

44 

4activities, 

After long discussions concerning methods and techniques Used by 
. .. cOHD... in .tooperationsfrom the project identification and' prot iton 

though the actual lending operation' and ~follow up' s~t~m, 
the Loan Conit tea is convinced that COW).SA 0 banking 

44~~~~~~~~ 'V.;2'~ i 4 ~.4 . i.. r4.~ 
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techniques anOsthat itsodecision are based on the andaquality
profitability of the project and not just on the amount or type of
.collateral offered, financial 
politialr social. 

'4<; 

The procedures used by CO EA are reflected in the requirementsspecified in the forms for loan application, project analysis, appraisal
of the management, capacity of the applicant, creditworthiness, 
.


financial position of the individual or
lending" by. COMMBA 	 firm. The use of "packagefits well within the appraisal banking techniques,
The four rhe csentrtivindofate 
 hommercial 
banks who serve on the Boardof COMMBA have a long experience in appraisal banking and act as
watchdogs to make sure that the lending policies and criteria are applied.
 

The Loan Committee estimates that COMd 
 A is well on. the way to usingexclusively appraisal banking techniques in its new operations.
 

B. Ra ie th F o e bSand 

In two 	 separate cables (See ANNEX IV; Eahbita AandB Othe CAEC raised
iiome specific issues which are treated below. 

1.k volutionofCOMESA intoa more InnovativeDeveloment Finance
 

Using the criteria indicated in the CAEC cable (STAE 212860 	of November24, 1972),

features 

the Loan Committee discussed with COMDSA's management theof a program which would move COMMEA in an even more develop­
-.ental direction. From the beginning CODSA's management contended that.
All ito operations were geared to activities which fostered the economic
developuient of Paraguay. The plea was made to judge COMMEA within the
re..litie of 6he context of Paraguay. 
Without entering into recrimination
thri Loan Committee reviewed with COIDESA's management its policies,Crittwjii, portfolio and pointed out some of the measures required to
make of COMDSSA a 
more innovative development finance institution.
following points 	 The .were stressed and CONDESA's management accepted them:
 

a) COMDESA will establish the highest priority for activitiesdi1rected primarily at increaings 

0.) 	 Production for export;
(ii) 	Processing of Paraguayan~ agricultural mineral and forest......
 

products;

(ili) 	Fritssingo marketing, and distribution of foodstuffs;,
(iv) 	P'rojects which foster income distribution and,,generate


employment.
 

b) COMMRA will not finance production of consumer goodas import
0Ustt~iU heevrsuch activities are made viable 	 ~ prftal rnd
onl
 
a"Jrf~bl nyK'
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Thie Loan Conmiittee beli~eyes-that -y..-r agreeing -to"-the-above,7poinbta_77.iis full accptance othe responsibileejes'of~ itsunique role within the financial. sector Of Paraguay. < 
The new~COEA's featur'eswill require additional effortssmall satff.' The Loan on the part of' ~ 1Committee 

3 ofup to $1OOO00 that COMDESA will 
was asked to provide anount 

use to cover the csofthechiaassistance it will need to reinforce the skills of its staff and to payfor the contract services (of competent consultants who will help OOMD2ESAcarry out its project development functions.
 

2. Dllar-- Local Currency Mix in the Second Loan 
(< " 

which were required to allow a greater use of loan funds for local currency
 

After reviewing the results of the first loan and the adjustments
 
costas 
 the Loan Committee analyzed with COMDESA the estimates for the
applications being considered,by the institution. 
The conclusion reached
is that the second loan agreement should allow a maximum of 50% for local
currency cost, unieas AID otherwise 
would not 

agrees in writing, indicating that AIDbe unwilling to consider later developmentsfinancing requirements as in OOMDSA's projectthey affect this issue. 
In the development
projects required by Paraguay at its present stage of growth, the greatest
demand continues to be for medium and long term construction cost and working
capital.' 
Tlhe "package lending" method undertaken by-COMDESA
prmct14cally fruitless If it could not participate in the financing of a
substant'al part of the local currency component. 
It is expected that within
five years when its roll over funds will be growing COMDESA will not need to
 

would be
 

" foreigu exchange borrowings to cover local cost to the extent it does now.
COM)DA ic being prodded into more development lending activities which require
aenLr terms. This slows down the roll over 
and reduces the availability
1. local currency for new loans. 

The Ioan Committee recommends that the Loan Agreement establish a
rnxir~n of 50% local currency cost.
 

. Livestock Financing b CMDEA
 

C n 
. le Loan 

DABX 
Committee discussed with C0MDESA's management the issue raisedtor the review of the IRR on the desirability of permittingto sontinue its operations COMDESAin the area of livestock financing.toOk irote of The discussionsthe fact that the Government of Paraguay has assigned livestockii as high priority development activity, andIn recognition of ouch priorities, that "O1DEA'smanage­desired to establish a balanced 

.r. .olioliowever, aong livestock, agribusiness, manufacturing and service industries.
whilQ the Loan Committee recognized that
tp for livestock production which 

there existed a financing

COMDESA has and could continue to fillimportation and medium-long term working capital requirements8.e.- " 'ae14) th oa ommittee stressed that the reasonof~ additional support for AID's consideration 

*,w,?ao 
through long term concessiorna. financing to COMDESA~to enoible that instit~ution

S Internationa~l to enter further ikito -an arealending agencies where other .(ZInn..IM) have already mae extensiveMic,~l. resources,.< Kh Committee felt that both livestock production anid agricultural2 

(~4 ~ <1- (( N < J 
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.; ',, ,some of the present operations of the atil e lopment Bank a t,,..relieve it of requests for working capital from Ithe commodity producing_4
sector an se acular cha 
 has taken place, since the Resolutionwaspaaedandthencomoercial banks maintain their conservative 
 lding
activities, i.e. the traditional short term, quick return operations ,
Banking~~~~~~~giutuaCesuch as Nataigs n ThinalDevel oasthe financing of import and exports which yield about 18%. ": 
per annume r'j 

The National Development Ban created in March 1961 in replacementof the Banco del Paraguay, is the largest lending institution in PaaigUay*
 

It is organized in three relatively distinct departments, ComieroialBanking and Savings, Agricultural Credit and Development Loans. ThComercial Department operates as normala commercial bank. The Agri­cultural Credit Department has two divisions making loans to smalland co.murcial farmers, from two lines of credit financed by AID andthe bDBo The Development Loan Department uses mainly lines of creditfrom the German Kreditanstalt Fur Wiuderaufban and the IDB forfinacina imports of machinery and equipment. The Blank isprohibitedby Law from making equity investments, 

Meditm and long term credit ismade available by the Bank at rates
which ,,ary frm 9 to 16 percent. The exchange risk Ispassed on the
borrower inmost cases. 
 Since funds from both theWisderaujban and the IDB industrial credits are 
Kreditanatalt fur

only available to
finance foreign exchange costs, local currency for financing the high
medium toern working capital requirements of agricultural processingindustries tiust be found locally, As indicated above, the policy ofthe Central Bank is to reduce gradually the participation of theNaticnal Development Bank in financing the working capital needs oftho commodity producing and processing sectors. 

The Bank is a large and complex Institution operating in a varietyof waya through its three departments. As a government Institution, ittevids to move slowly and often makes loans on gro'znds of political
considerations or adequacy of collateral rather than on detailedappraisal of individual proposal. .j.
Itdoes very little effective
promotioii.and its collection methods are considered vaik.
 

b. Availability of-Funds for Devalopme-tLedingActiviti inar.1ieLoan Committee Ishas analyzed the data prepared by the Central ,
Paraguay to establish the availability of funds fordevelopment lendinginagriculture and industry inthe two official banks of'Pai pua,
theCentral bank of Paraguay and the National D~evelopment Bank (BHF)*ANNHX V1 Exhibit I Of a 

(Sao
total of approxcimately *47.0,mi) iont1he 
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Central Bank, received $15.0 million from the OBRD (IDA funds for the . J,4Fonda .Ganadero) and $1.0 million from 'thecentral Bank of ,BrilAtthe'end of CY 1972, it had-& balance availableo6f $5:361,4 olivetocopratins.TheNatonal Development'Bank received $7.0
million from the "Banco de la 9ainAgnia for lvestock
4 operations;' $9.0 milli.on from AID for crop production mainly ,grain;,$3.0 million from the Eximank for irrigation and agriculturalequipment; $8.0 million from IDB for agricultural delo drectedenat small farmers; $4.7 million from the IDB, for pre-ivnvestuiet-studis

and industrial development and 06.0 million from the Development Bankof the West German,.y Govermwent for industrial development. As' ofDecember 31, 1972, the National Development Bank had balance avail­a*able 
 of about $19.0 million SM agriculture, livestock and industrial
 
* lending. 

All commercial banks had an estimated balance of $2.0 million avail­able for lending during the month of January 1973. Most of those funds
cae from deposits, 
 The commercial banks traditionally lead only on
a shorv-term basis (i.e. maximum of 240 days) preferably to commerce
and industry. 

3 

At the and of G'i 
1972 COMDRSA had a balance Availa~le of about $800,000tar lending consisting of $500,000 of AID funds- and $300,000 fromrepaymerjr on lona. 
*. 

Suppliers credit for machinery arnd equipment were also available
through the channel of the NDB for an indefinite amount.
 

(1) InteirootRates. 

(1) jcomiwrcial Banks. 

The structure of interest rates and cost of credit in 
 *Paraguay which is basically under the control of the Central Bank is
v(Jry flexible. 
There is practically no restriction on the method 
 .of computation, 
 The lack of specific regulation of interest and
comisijon claarrges produces daisparate costs for borrov.es, depending
nn~ the type-of banking operations.. A few examples 
 will suffice; 

Vlia dwsoul of m document for 4100 dueathendo18
days would have thelfolloving- c----a t h n o.8 

06as Interest; 0*3 as commission , The bovrrer ecves-'-V41 and tbo olst to the borrovar -on a annual basis is 

http:borrov.es
http:milli.on


Intecase of direct loans which in unvr ntr
dicune f9 rothe'Outssimila.:othat eoet. iterescostt~ toof a discounte Thdo u et the borrowertr. s 

In the case of overdrafts the mxmmtr s3 asthereal ~ te credit is 30%pe nu
 itrest
 
In the case of a loan guaranteed with a morggehcoat to the borrower ishigherbcueo
necessary documents. h oto reparige the 

t f rpaig h
 

(ii) PublicLrdinnItitution
 

rategThe National Development Bank has used the following
rates:
 

Annual Cost to
 
the Borrower
 

( )Conh~ eis l De a t e t .
 uds -all purposes- 12% + 4% 16.4 
 - 20 %. 
12 yea maim m Own fund8-winter livestock feeding= 

15.5
Lines of credit-external funds-commuercial short 
16 

I 

term-ll% + 2% 
 1. 
 6
 
27
(2) Development Department - own funds - 12 + 1%Long term 0 years-external funds KFW 13 135s - 9%.+ 0.13% 

-9.25.71laximum to long 
9 

term 1 to 10 years IDB -A (3) Agriculture Departmuent 
10% + 0.10%. 1. 27 

wheat - 5 yeara own funds­program - 10% + 1%
Short term limit 1.1 year - Centralw~heat program- 10% + 1% 

Bank funds-
Long term 7 y'nars - AID 1. 
5 years 

- wheat program, - 107.'+ .10 
25 

Agricultur~al Machinery -Eximank 
103 105 
 4yoare + .*20 

-9.6%. 

II 4rclua Machinryz- -9%. 905 
..­

Suppli~ers Credit 
 ~I 
10. -1 106
 

II ~ The Yondo Ganadroaciniatarsd 
tI 9% ,does, by the Central BankI a not collect lends 4any commissionaIII9loan~ for the muaxmm -toruof.12 

., but, toe and other~feqs on,ytiars wouldofinance add 21%.0 vorking tapi*1ld it 'doe's-'not 
I 

II, ,I I' II~- - - -'~Il)-9-1~ -~ - -2. - W 
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C.> 	 Others Typosa of Credit.' A
 

Due 	 to the restrictions imposed by the Central1 Bank or the commercialbansmanoertios recarried out by institutio"n o'r 'individualsattefollowing rates: 

A~a~cedeostsOnImorts:
differential on 	 24%. per annum plus about 6%.foreign currency dealing.
 

Curb markZet la~ns reach 4%per mnh 

Loans for house coustruction cost a minimum of 18%.

interost and colmmisions.
 

D. 	Terms Of.COMDESA'sLoans,
 

1.OOHDESA, up to now has 
AID 	

charged 10%. interest on loans made withloan funds and 12%. on loans made
COM 	 with other funds. In addition,hre comisions which vary from 1%.to 4%.on its 	loans.Whenever thle commiesion is charged the interestover tbo life of tile 	 rate is adjustedloan so that, the maximumw return to COMMEAfrom ititereat and commuission does not exceed 10;% 
on AID Loan funds
and 	 12%, On COIWESA's owni funda,. 

2. 	 Tito propoc aecondl loan will allow COMMEA to charge upon loans tnde with AID to 12%.loan funds and toup 14%. on loans made byCOMfIESA with £~iin from other sources* 
3. 	 tMINDI-A iosy fJInAtio medium and long term working capital needs as 

ea 
af 

F~ 	 C )ncfljiton. 

a Given the environment Izi which COMDRSA is working, the Loan Commuittee
is eatisfied that COMZS3A to not ina position to substitute eithera
tha 	cormrcial banks~ or the 	Natioaal Development Bank type 1 ofa-a' 	
in thelending thosse institutions are making&
area of ovarl.tpplag with 	 While theare may be a cerainthe 	operations of the Sational Development'Bank, this.woo Lakon2 Into accoUnt whe the firs 
 OMRA441>hried 
 Tile 	mrfatthat there exst 
aGv.eTDoIt sponaoredia
Inttto
oeaigi 
 tefedo 
 devalopmeflt~finjn4fgaprecluded ha 	not
AID 	 from lending to tho~prlka,-sothe 1t, 	 dev---lntsame 	countr'y# '-a--a--.-."..D an ihvac ageI d completijon-betvaant Pd ,.f i at-oht t o ,,o a s 	 alaaah "rIotthy~.
a a-afboth ency	 c m at io te d t i r v 
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projects based on sound feasibility studies, to prevent under-cutting

by COMDEA.
 

With more or less comparable terms and higher interest rates offeredby COMI)EA, the Loan Comwitten feels that when COMDESA competesthe Nntione1 Development Bank It will 
with 

be on the basis of quality and

efficiency of services offered by COMDESA.
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the concerns 
of COMDESA, and in view of the fact that the Government
 
of Paraguay has, to date, not accepted the two-step feature offered
in conjunction with other loans, 
a decision was made not to consider
 
the issue further.
 

5. Government Guarantee.
 

The Loan Co.n)i1ttee considered the desirability AID's requiring a
Goveriunent guarantee for the proposed loan along with consideration ofthe two-step offec. For the soae reason as indicated in the preceding
paragraph, the Lua,- Coittee believes iL inadvisable to seek such a 
guarantee. However, COHDESA will obtain from the Banco Central del .araguny in tidJcat !on of any objections It might have to the proposed
lorin A rsponi ; of "uo objectioni" would serve as assurance that':ho Chrer:Jwi;. ., WMold make vaflable required amounts of foreign exchange
t(o en C oL scvicc its debt to AID.&)l;, to 
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SECTION V LOAN ADHINISTRATIONAD IMPLEMENTATION"PLAN 

.Project Execution, 

1Through Meeting of Conditions Precedent,


1<~Draf ting, negotiation and signing of the Loan Agreement and of the'-- ,ic Implementation Letter could be completed within '90 days after-. Cter of advice* theNo official ratificationo f the GOP'will be required.
 

There will be four conditions precedent to initial disbursement.,
 

a) 
Legal Opinion, b) evidence of full commitment of funds from

Loan 526-L-019, c) arrangements for additional equity capital

eqivalente to $500,000 d) establishment of a separate reserve for
rnatntenance of vanue commensurate to Borrower's outstadi.g 19ng-termforeign debt fn addition to the 
reserve requirements 0 
tne 1:lrst AID
loan and tile Legal reserve.--Compia
hnce with those conditions can be expected 90 days after signingTof the Loan Agreement. Disbursement of loan funds could start by


December 1973.
 

2. 
Review andApvrval of ub-IProlects by C(MDESA. 

OMISA~n project identification and promotion system as well as
Its procedures related to application, review and approval of sub-loans
 are descvcbed in detail in ANNEX V 
 Exhibit 4 * In brief, applications
rqicaived in thq formatA shows in AINtEgVvnI..x.l are submitted to theJ~oArdi for a policy level decision as to the application's basicotlislgblit); 
-f favorable, the staff conducts a close examination of the
proposed operation and prepares a detailed analysis to support its
vcomendaticn.; the Board approves or rejects the proposal or may give
n+tondit°itonsapproval; 
the ontaff then negotiates on agreement; thel anar and the customer sign a contract. 

fOMDZA hnn dcquirad a reputation for prompt response to inquiries
is
n isd 
ocptive to any imaginative, feasible propoal 
 Over 400
 
!, dquirlas have been received 
so far, of these about 190 reached the 
JRofrd and 127 operations have been approved. The talent and experienceof tho Board and of the4anagement Consultant have been an important

factor in the promotion and appraisal of loans and investment, 'The1 roleof the flanaganant Conaultant was expected to diminish'asCOHDUSA Increased

Sgradually Its permanent staff *nd unpgraded Ito skills.or the 

. .
.. ...... It--.. 
6i 

http:skills.or


4Th 

willbe conduct ed by L.
.. he: USAID/Paraguay Loa 
"'"Implemantti'^
Co'-?ma-'
TeCapital Development Officer and the US 
iee,
 

,IDCoi le ilhv
 

.... r e p.rnee 
 onss Ct
 art.o 


.recmendstha 
 theproject description ofthe second 
 n Agreementoet
 

simplicy tie Processin 
 sub-loa
:i' :should o f requiredIDapproval*
nss
provitde specifi'c developm~ent lending criteria '
aory othermo (sithan hs appro whih willi '
a as my beAI y Among
faturesdtherecmended are: a) limitation The Loa qumirenfo
of lenifor devoniten.
projects in agreedtptn priot y areasib)no
Agemetad eonedatin'he w in g caital soans
eesay TeLsaCnitees... 

-
 loans :in excess-Of $100,000 or its eniltValentd AID).....""va l is

required for equity investment by CpoESAs epoIt.tpr.acrvai 
 thaire
:
when total exposure of CODeSA with any suoict wh
$300,000 or ts equivalen, f) AIDapprovof teqsend t exLf oany gret
loan to an officer of COMDESA or one ofnits 
riteipal shockhlders orto-a fim In wich 
hey.have a substantial inr 
 AIDs g) approval is 
received mre
required when, irrespece
han 3 nub-loan, froeCOnDoSA.rdv"pe
ofaont,'the applicant,has :already 


defined In Implementation Leter 
ad a sream ning of)the 
 internal
 
~~~The:Loan Couimttee believes that with specific guidelines !clearly
procesing procedure of the Mission,requirin AID approval the decipon On ary loan alrcationcould be reachedand ea)Whitoal CaDr'quire0 pdays nca to
ufter receipt anit applicationsupported iby ec olete
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-~'by tCONDE8A's own staff This plan includes-the control of the use-of
 
thdE funds and the evaluation of the goods and services finanicedewith 
 >:W* 

COMiDSAs sub loans.* In-service training ,isthus intensified which, 
upgrades the skills of the present staff to the benefit of both' 
CONDESA and its customers, 

B. Progress Review.
 

1-. Reporting-	 - --*--

The loan agreement will require that COMDESA prepare and submit 
reports on its total portfolio. 

" (a) 	 Monthly Progress Report, giving a brief sumary of financing 
activity during the month, (See ANNEX VIII-Exhibits 3). 

(b) 	 Monthly and Annual Financial Statements including Income 
Statements, Balance Sheets and comparison with previous 
period. 

( ) 	Quarterly Progress Repoiec giving a detailed analysis of its 
activities (loans, inventments, guaranties) during the Quarter, 
.qth sources and -use of funds, sub-loan terms, etc. 

In addition, the Quartely Progress Report shall provide a 
description and evaluation of the technical assistance received 
aud g8ven by COMDlSA. 

(d) Repo:u of the Annual Audit performed by a firm acceptable to 
AID, and 

(t) Annual Report, summarizing the year, prepared for stockholder 
und public distribution, 

2. 9valuaton. 

Evaluation of CODESA' utilization of the loan funds as well as 
Its ptdrformance so a development lending institution will begin with 
thes* reports. Joint reviews will be held twice a year to coincide 
with OOMgA'u program and budget reviews. 

The Loan Committee suggests that prior to the co..itmen..by CpMDSA
of more than one hAlf of the loan funds and prior tothe disbursement or
(SOUAnoe of doumitmont docusnto for the second ha14',G8AXD/?arigay, make" 
a formal valu~ationof%the extent. to which"COMDUEA'se Qpertons "petf@rmance
has watched its stated-goali and lentgpioiis 

L---i­
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:;.:.,: ' : :Provide :Medium and :Long :Term Loans: :", (i
 

:- ,c) Have allmtrteUf12mnh 
rls been taken ' "
 
- . up by: comercial banks?
 

() Stren-ghen: the Private Sector: 


fo lo in a l gEnealy epte for aRdeve o e t ba k
 the a) Technical assistance in management, budgeting,
'" marketing, etc.­

~b) 
 Promot-ion of operations for-package lending-whichpak
 
require financing of,short maturities .by.comercial :•
 
banks."" " " :.
 

.c) a)vHiaeSml taediumCODS andet Sind longrprisrm
 
a."CG("E'wise available for such,purpose 


roviding funds for developmental lendfngrnEvouher
 
romotheri
n sources.


) ckMEagse o pbyallDSA2000tfinancin 
c) Haepialmtruiie(iii) ei12tnt or less beenntakeAttract nnn-AID Foretigh Sources of F~unds:,
 

h :~~b
Lines of Credit to CoMDSAi .,i::
b) Romioof o rtionsfrpcaeedn hc" 
 c) Equit:y investment in CORS promtedprojcts
 

(i)"d) Consortume financing,TermLons
 

requre fnaning
f shrt aturtiesby ouueciN
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....
'T/n: :i ! i~i ot:show' m o re-,'tha n ..3 0 %,o f o u t t a n i n . .nloa........
s i n amoun t s
 
exceiding,$300 000 .,,..... ............ , 
 " " 	 ....
 

i46 
];(:,": .... ..:L::b) Finamncial,and technical assst'ace offed to 'entrea­

. preneurs 

] 
 a) Acquiring and offering for sale equity participation.
 

b) Placing new additional shares of its own stock,
 

c) Issuing or underwriting other debt instruments*:
 
(viii) 	Provide Technael AssisLance to -Borrower.
 

a) In preparation o project.Il
 

Has FinDEac anrd tchicaplaiscy lendn thenteoffer 
b) in execution of project.
(ix) Promote 	New Investment Opprtunties's
 

vii Promobt s Marketel include asls:th ffcivnsso 
COES i 	fnanAcqirn n feifrsqityhchama nraiciptin
ptvtc
To what 	extent CONDISA's system of Project identification
and Promotion is seared to eths purpoei' hat are the.
 

Wof 30i.ul
g new addirt entrepreners.produ lcin nvestmentinby haeoftsontck 
)oceo rgunerwicting oe diet in retssu 


9rdut
 

(iii~ aprcsin prearandstionoofoproject. 
deveopment of high priority activities an specifieinArNKX e trth(ix) * 	ProYmoe 4ev netment Incomedistibutio 

Inadd to thae- teown Chofl'stm uroetofl~ iden-rtiicao
 

n i~u'i QISX 1to the Lns Agrmet 
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() Changes in ownership, Board) management, organization
and procedure,

(ii) 
Change inBanking Laws affecting COMDESA.
ii)Relation 
(iv) Of CONDESA with GOPv business Sector.
Changes in availability and terms of 
resources.
(v) Appropriateness or adequacy of operating policiesand any significant deviation therefrom~.(vi) Volume and typeswith of operations,forecasts. how they compareNew trends, Relative importance
of various forms of financing undertaken andsignificance thereof.
(vii)


S.assistance, 
Extent and quality of other activities such as 
technical
promotion, etc,


(viii)

(ix) Economic impact of COZIDESA's activities.
Quality of portfolio, extent of protection against


risks afforded by reserve funds.
() Problems - what action was taken to solve them?there outstanding issues and problems? Are 
What solutions
 

are proposed?
(xi) Role of COMDESA in the economy. 
Present. 
What future
new activities are contemplated? 
 How do they fit
within the established priorities?
 
The Loan Comnmittes believes that any joint evaluation should be
reflected in 
a comprehensive report with specific recommendations for
action by GOUISA or AID when required,
the above iradework In that report the value of 

made 
should be weighed and appropriate recommendations

for &djttments, 

.. Tchnical Asnistance
 

uring the first two years of opev!ations COHDESA has usedassistance providP4 bf ADELATC to establish the framework 
technical 
of a sounddevelopment instiLUtion* 
In particular,/ergara, the servicesan experiencedj banker$ who acted as 

of Mr. Sergio
period of about two Operations Manager for ayears, helped give COMM~A a
on clear development good foundation basedbanking policies.C'*UKSA hired Mr# Vergara At the expiration of his contractas a Consultant for the folloving year.that sade poriod, tho recr'uing of the key During

place$ on "oloyea of CONDESA tookthe basis of. justified need.' the original amsount of $150,000for technical aseanea W4# raised to $30O000,
of such amount4p will More than two thirds
A'used to cover 
ba used by OQMrrnA Itself and ithe balance will bethe cost of consultant servlces required by COMRUA'.oustomersi 

Compared to other financieras, the cost of tc'~hnica2. asistance duringand after the organisation period of ON)0g could be tonisidered higho 

'I - ~- j'­

4 
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However the types of skill and experience needed for such an
 
institution are scarce in Paraguay and the results obctained so far
 
justify such cost.
 

The Loan Coittee has discusced the need of COMDESA for additional
 
tachnicaliassistance under the second loan. 
An amount not to.exceed 

$100000dila dsbusedover a period of 4 years. COMMEA intends 
to use these funds to pay for the services of experienced consultants 
in capital market operations, long term financial planning, and in­
service training of COMDESA's staff, 

In view of the demand for pre-investmnt and technical assistance from
 
COMDESA'o customers the Loan Committee recommends that up to $300,000

of the second loan funds be used by COMMSA through a Special Fund 
Account for sub-lending to cover the cost of (a) pre-feasibility and

feasibility studies, (b) technical assistance in planning and adminis­
tration. It is suggeated that CODESA maintain a separate revolving 
account of up to $300,000 for the some purposes. 

Whenever COMDESA finances a project resulting from such studies, the 
project loan will include the cost. of such study as part of the
 
package nnd the first repayments of ovch loan would replenish the
 
Special fuud Account for Technical Assistance to sub-borrowerb.
 

Theo Loan Cozumttee strongly supports the financing of technical assistance 
for planning rand administration of enterprises which have not acquired 
thas necessary skills in management and financial planning. 

fl trocuri-oant and Disbursement. 

Procurutenc will be handled by COMDESA'a customers who will utilize 
thi't Small BuOiness Ntification only Mien formal biddings are advisable. 

Diaburseiment of Loan funds for Dollar Costs will be affected through the
 
ATI) Letter of Couitment or other customary AID procedures, In the
 
ut"$i~attou of the first loan, CODUA opened several global Letters
 
of Cowituicnt and is very fmiliar with this procedure.
 

1L4bureAnvant of loan funds for Local Currency Costs will continue to
 
ho madu by the Viuslon through the direct reimbursement procedure as
 
already eateblished in the present Loan Agreement and 
 approved by
 
ATW'Washington. 

COHIU;~A 4* fAmtlia' wi1th the AID) procurement and disbursement procedures., 
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E. 	 Condition. and Covenants. 

1. Prior to signing of the loan agreement Borrower will submit
 
evidence that the General Assembly of Stockholders has

approved additional capitalization &mounting to a' minimum
of the equivalent of $500,000. 

2. 	Prior to Initial Disbursement.
 

The Loan Agreement will include the standard conditions and
require: (a) evidence satisfactory to AID that the Borrower
has taken appropriate measures to raise its paid-in capital to
the equivalent of $1.5 million; (b) the establishment of a sepa­-rate reserve for maintenance of value commensurate to Borrower's
outstanding long term foreign debt in addition to the reserve
 
requirements of the first AID loan and the legal reserve;
(See pages 52-53.); (c) evidence of full commitment of funds
 
from Loan 526-L-019.
 

3. 	 Other Terms and Conditions. 

a. 
Goods, services and mamrino insurance financed under the
loan shall have their sources and origin in countries included

in Code 9111 of the AID Geographic Code Book. 
Marine Insurance
 may 	be financed under the loan only if it is obtained on a
competjti*,e basis and any claims thereunder are payable in
 
freely colvertible currencies. 
Ocean shipping financed under
the loan shall be procured in any country included in Code 941

of the ATD Geographic Code Book.
 

b. 	The loan agreement will provide for a p pa 
ssu arrange­
ment for payment of the additional capitaltzl i on as follows: 

(1) No more than one million ($l.o million) of this loan
will be released unless CONDESA submits evidence of receipt

of additional paid-in capital amounting to the equivalent
 
or $166,000. 

(i) 
N9 more than two million of this loan will be released
unless 'CDESAsubmits evidence of receipt of additional paid
ir carltal amounting to the equivalent of $500,000. 

c. 	 Utilesa AID otherwise agrees in writing, Borrower may not borrow
frrm :Dtner aources an~y amount of money which would result ina debt mqu~ty ratio~4.n excess of five (5) 	to on. (1). 

* 	 4.~ 
' a. Unis~ AID Qtherwiso t4rees In wriiting, lierrower shall not: 

(i) 	Use AID loan fundsu to vako any, sub-loan for a term ofloes than one (J.) year or mors than 10 yeeas(ii)Pinanca An v)bilo or Inpart with loon funds any project
whic~h includes roffIancig of any kind*
(i$t) tie. More th.&Aan seot amount of 4300)000 'of futnds
frt ft04for, eaa S este to 
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i~ii.: : ::. : : (vi) :: Declare or. pay any. cash :dividends :on 'any shares8 of any: .::.: 
classwhich ofwouldstock a r hn orhereafterieepercet outstanding-"otfot(12%) : :i::'representof the Borrower wl-ether nowore wnvie 

::, ~the shareholder in any calendar year unlessof ercent b2%)- i !:i.!excess twelve ( imatchedbyanqualsuch distributionappropriationin:.: =. 
to earned surplusand also an equal prepayment ofthe AID loan;
 

(vii) Make or pa anya enterprise when such suboan 
ould cause the debt-equi y ratio of such enerpriseoexceed the
 

th hrle nany caleni yea ch o dstre in n
orinda unlesoos 


which wouldeSell, transfer, lease or otherwse dlspose of all or t 

nomal courseebsof purcn f quity invesmen s) or undertake 

any merger oi- consolidation; 
tean Suboddsnat AID's stanus as preferential creditor o herioh grgt wn ocof ateeuvln70:30;dre
 

claim ;-4 any other credit of Borrower.
 

b, Th- Borr'ower will consult with, and obtain prior written approval~rom AWt, bofore undortaking any of the following actions: 
() Approve ore than three sub-loans to any individualan 

normal ourse,of bu whr
ses of flu-l inoansS) orn cadpitalisA 
wu(li)a ake sub-loans to, or equity ivesmnt n a y enerprie 

re)
vthou)nddollrsuinsb icina aus(lso (t1000001ro eD' s pcdrefeapreda creADtor.e.e.or ....s.. dp of all or the 

impleentinsbot t-io kprwLloansllor n of twi409aethanwbtn prior wrimteany ofwe (n for l.in aprova ........
frOUIC0 to lefore ~owkn conyitonsthe foowgatiosalsedi:h
 

..... . ons r ttn im
oidaa ; or 


ifesete algoon .aon zejsteeuvlnto ude 

khuadLlar ~QbO)
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Change the management of the Borrower. 
loan will be subject to such other terms and conditions
as AID may deem advisable.
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UkeC:LSIPIR 
The Loan Co ",te hsdfcse, hCOMDESA th ed 'to mak an 

analyas andv luation of the oeffenctsof ahypotatical devaluation 
fhLof onis, portfolio.C DA hie 4greed, -o 'do so{"total10 and 

,	and maykrequireochnicalasitance to caryoutesuchI study. On1i 
."L 

the basisLofnrcomi reuentiee ina from such a atudyiMDESA" :l.
 
conside
adptngspcii poice 
cnei'& h over-lproblem 

of uirtenance of value and the measures required to implemen them* 
In designing a loan package for it ub-borrower COMDSAds carefully
providing a mix of AID loan generated guaranies and CODESA own
guaranies (on which there is no exchange risk) to buaferthepossible
impact of devaluation of thelocal currency on the operations of its 
sub-borrower thus lessening the potential impact on 
OHESA itself. 
The Loan Comittee expects that in the future COZMDEAincrease 	 own will graduallythe proportion of COMiDRSA's guaranies in all the financingpackages 	when local currency funds become available through the roll
 
over or additional equity. 

The Loan Couitte . recommends that for the time being COMEA be 
required to establish a separate cash reserve 'which overaa period of5 years should reach the equivalent of 5% of its outstanding obligations
repayable in foreign exchange. 

Guarantee, the Loan Comzuitbea believeo 	 that the risk of maintenance ofvalue ia 	lei ttian the risk to COMM)EA of being exposed to potential 
pressure. 

2. Uee ofLtneu of Credit from Commorcial Banks by CODRSA.
 

The Lorit 	Cummittee has diacuased with COMfDEA's management the possibleuse of comercial banks' lines of credit. 
 Th point was stressed that
 
COMMEA should negotiate for medium term lines of credit rather than the
 
short teria usually made available by the commercial banks.
 

COI1DMS'i argutments were that since it will have to obtain, funds at 
uon-concesuionary terms and one of the sources might be the Commercial
 
Bunks, it would be wise Lo start establishing now firmer banking relations
 
with the commercial banks. Inaddition, as a matter of prestige it would
 
benefit CORW1ESA to have such solid references in the financial world
 
market when the time comes to look for additional funds.$ Finally-there
 
are many operations corollary to long term lending which are directly

related to development. 
These operations are generally financed'with
 
funds earmarked 'for such purposes by the commercial lbanks. Those"
 

;~ ~ 	 opertioncs could yield additional returns that would strengthen~COMDESA's jA 
financial Pituation. 

.<4 



While' these points are well taken -and other re asscould befoundto loose th' hold, in the light 'ofAID nci f 
the Loan Coiwittee recounends that the Loan A' eent containa l~ auhc ioldeuireA'D po al not only 
tibove a certain iaount bu'loJrtetrs'o on hc ODS 
un b taUVthnta amut TheLa Cittee feels' that3 such a 
clause will 'poie beter control~oi oh'h ye foeain 

GuiYatoofCES ............ debt-­1finance with such additioxial funds and the3*3thatGOHD.Awill 


Itm=st be noted that such a 
clause will not be an absolute limitation
 
cilnce AID would surely approve additional borrowings by COMMEA when­
jiustifiedo
 

3. GOP Guarantee.
 

The Loan Committee has considered the desirability of requiring a
 
Government Guarantee for the second' loan, taking into account the
 
advantage of passing the maintenance of value risk to- the Governmenit
 
of Paraggray.
 

In diacussions with CONESA's management the matter of guarantee was

otudied In depth. COMMEA expressed strong apprehension that this could
 
affect varioualy ito independence of judgement. lonb,
 

Thea Loan Committee noted COM'DESA' 9 view that, within the
iParaguaynn context, it is not desirable to require a guarantee of the .
Govarnment of Paraguay. 

The Loan Cosmittee suggests that COMMEA obtain from the Central 
bank of F.araguay a letter stating that ithas no objection to, COMDESA's ;

additional borrowing of up to $3.0 million from AID. This is a, procedure.
used by the IC in some countries and the General Manager of CONDESA did.
 
not forenee any difficulty in obtaining such a letter from 
the Central
Bank. Ac-ording to Law the Central Bank is empowered to rulate 

' 

COPMIESAs operation and assure that COMMEA will have access to the' 
neconaary foreign exchange when payments 'under AID loans become due.
... . .. .. . '".'3 ' 33333! 

nThis
33' : letter of non-objection could be required as a condition to signing 
++1++bthe Loan Agreemeat.+:++rr:+++:++"i m+6f ++ n: '++ : I + 

-
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333 
After lon8 discussions concerning viethods and~tcn 
 e use by,
133 ::+ , a ++ ;+ ++f++ s+:++ :+++ + + ++ COMDESA in its operations+++: +++++++from-'++ the 3project'ide'tiflicatioi++++++:+++++ and proir~tion4 -31., +++:++++++++++ + 4+++++++++-++ 3'" ''.+++:+++ ++++ -: 3++++t+-333-33 3activities, through the actual lending operation and follow up~sy~stem, wt~-'the Loan Comittee is convinced that COMBSA is using appraisal, nking . 
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techniques and, that itsa decisionsprofitability of 
are based'on the qualityandpolttcal'ordecial
the project and not Just on theaoutrtyef
-collateral offered. financial, politintor sociao.
 

The procedures,used by COrDESA
 

secifiedthe in for s f n application, project al iapp

of.thedcapacity of the applicant , credi t r t iappnslfinancial position of the individual or'firm The u of "is 
k
lending"t by, ComDEA fits veil within thelappraisal bankingThe four -*epresentatives of the coimercial banksitc 

techniques.

servle onte 
ardof C ,Aha e a lon prience in appraisal banking' aindwatchdogs to make~sure act asthat the lending policies and criteria are -applied.4

The Loan Committee estimates that COMMDEA iswell on the wytexcusielyappaisl snanking techniques in its new operations.
 

In two separate cables (See ANNWEX IV9 Exhibits AandB)some specific issues which are troated below. the CAEC raised j
I- EvolutionofCODESA intoa moreInnovativeDevelopmentFinance
InstitutLion.
 

Using the criteria indicated in the CABC cable (STATE 212860 of November
24, 1972), 
the Loan Committee discussed with COMDESA's management the
features of a program which would move COMMEA in
utental direction. an even more develop-
From the beginning CONDESA's management contended that
nial its operations were geared to activities which fostered the economic
development of Paraguay. 
' 

realities of context The plea was made to judge COMMEA within thethe of Paraguay. Wlithout entering into recrimination
the Loan Committee reviewed with COMMEA's management its policies,
criteria, portfolio and pointed out some of the measures
maake of COMMEA a required to
more innovative development finance institution.. The
following points were stressed and COMDESA's management accepted them:
 
ai)CCJHDESA will establish the highest priority for activities
::rnZZ+++ ++++ t +++++ ++++++ +k+++++ e++n + '++++++ +++++: +++++++ directed primarily at increasing+:+ 

8 
.......
+ : ++ +.....++ * +* :+* P + + :..... 

+ + a ++ aia In+++++ ++ e r*e ++++ h +I ++++r d ~ o c + :+ +++++++: t t *I++a++++++ve io m nc ,++ a a+u +++ A1 - 'I .. ..... SI....... ..... ....
 +++ ++++++....: +::++: : +...... 
+. ++++++++:+++ . ; ;... .. +.......... .............4
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+ +..... + ++..... ... h 
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++++ +:+ :++I +t +....+ ES , l~ t+.4o , +..... + +.. . . ~ h 
.. ++,p*

(ii) Processing of Paraguayan agricultural mineral and'forest
 + ... , +,++products,

(Wi) 2frtoszain&, marketing,, and distribution of foodstfs
(iv) Projects which foster income distribution and
employment. generate
 

S 

b) COMMRA will not finance production ofsubstitution whenever such activities are 
consumer go sa mpr,made viabl ad profitab ":onyLMh. .n,.u_ 



-- 
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by heavIy tariff protectionl or excusive iprt piilgs 

~.C) COMMEA will establish and maintain a(80%) of its operations 	 policy that eighty percentwill be 	dedicated to activities wthin~ theabove listedp
 

d) CMBBA will require its applicantshave made 	 to statei he effortstobtain financing 1fr6zn oihersources 	 they
conditions of s'uch 	 and the terms and ­other sources. In the financial'aayiso. b 	 hi nding must be 	made by ODESA 
as to reasonableness 
project, Even in the 

of such terms and conditions for the type of,case of projects whichapproval, the Summuary of the loa 	
do notequre SAIDI ssubmitte byODsAsalrcd

COMMEA'S finding on this 	point; 
a) COMM~A will continue to rqiethat all projects be suprted
by a Satisfactory feasibility study made by an individual or firms 
 ~acceptable to CONDESA;
 

fQ COk4DMS will finance
not short term ,f'orking capital (lessthan 12 	 months);
 

In "package lending" where 
 CODDSAAny short-term working capital component of 
.)must 

the package 
also 

must 
as a 

be 
act cataIlyst 

offered by COMMEA to local commercial banks.upon concentrating it. primary debt one If the borrower insistsin institution,,, COMMA will 
sell the first maturities to local commnercial banks;+ ++++++N-h) 	 N+++++++ ++++ iCOMDESA wilbroaden isplceamngat providing

1154 
a 

1++ 
IIF +++++ ++++i +++ + 	 +++++# +++++ +! +++++I+ + + + ++++:1111 1+ 

greater range of services than those made++?+ +available by~other lending+ I+ +++.++++'+++++insitutions 1InParaguay.1+++ 	 +:+++++++++I ++:i+ +++++ ++++;II++{4 :+ . +at I. 	 ++++i++++:+; +:i
I++IN+ + ++I + y I++a++ + 	 It will undertake to prepare+ + and+, promotei+ ++ ++++++ ++ ++... 

+-
I + 	+ ++ 4,, ++ + .I4454z 	 4the deolopment of projects within the priority fields and provideI


:1/lI 1 ?++ +++ $5+a ++ 	 ++.... ++:: ,. II+++. + ?++c + + ......4 14 	 ~'>1 financing for+ ++
capital
14 

goods ~ 	 + )+i!+;i~
+++ , + + L ++ t O + +i +; +:9 4 

41 	 a n ~ v a a] or f !i++ ++:+- +++++'+ +++++++1++++ ++++++++++ 	 +++N+++++++ + ++++++++ +++++ +5I.. . 11. . . . .. . ... .. .. + ++ ++++++++:, +++N+ 
medium 

++? , +++ 
and long-term working capital,+ + '+++++++++* ++ +?+++++:+: +++ +++::III+ ++N ++ N++,i+++ ++: +: : ++++++: !+ : ++: ,++++++ ++++ +? ++++ + + ++?+++? +technical assistanceNI 4in management;+e + 	 :+; +l++ ++. +++:-NI + +++ ++ k 	 . . . .. ++ <i : ++ + 

- - - -+ + +++++i +++++ j
1) Itwill use up to $300,00o of the 

-

new loan funds to make 

-

sub-

­

loans for pre-investment studies and for management technicalto 	 assistanceIt&sub-borrowers, The repayments of such Gub-loansj shall constituteaspecial fund to 	be usdby COMMDEA for such atvte; 

studies 	 ILn the project analysts made,byCMJ) financed by Co'NDESA there will be Aadi h easibility1 a secificrequireent 

- - treat the possible effecttf-thproedcivyon-j 1to
 

~ 
I I make approp e 	 n 

of 'V 	 ~ Am~t JIaraguaYanI 	 ++++++++1++n t'aciit heeolgaA~ebLe.IIato 
a to theare.wudrtette
whc 	 environment. Neasures I II+ , + 1 



IheoaComittee, believes
ht tat by agreeing to the ab~oep~hODSdemonstrated its ulLacotao ovfpoit
ie ro le within the finahcial sector OfPaaguay. 
Iienew featu~res wlCOMDMA's small ~qi dii~jfot nt6pr~ostaff. 11 ruie~ adt a effrt othThouptoj4$10o)o0o that~ -LanCmite 1w&s'ask'ed~t'~Opoie anil use to±11,A cover-~the" c amounitovid~~e.tcn&~i


assistanice ityiij. need to cost of thehtechnical
for the contract' serice o Y&wll'ep 0: 
caryot is Jectr develdo iijent,functions.,
 

2Dollar-Lclurecixn 

the Second lLoan 

After reviewing the resulats of~the, first loanwhich were required and the adjustmientsto allow ~a greater
costs, the Loan 

user of loan funds for local currency <onmmittee analyzed with COMDEM the~ estimates for the
appliatone being considered by the institution. The conclusion reached
is that the second loan agreement should allow a
curr'ency cost, unlea Max~mim Of 50% for local
 
would not be unwilling 

AID otherwise agrees inwriting, indicating that AID
to consider later developments in OMDESA's projectfinancing requi'rements as they affect this issue. 
In the development
Projects required by Paraguay at its present stage of growth, 
the greatest
demand continues to be for medium and long term construction cost and working
capital. 
The "package lending" method undertaken by ODS woulSif it could not participate 
b 

substantial part of the loa 
in the financing of aurnycmoet 
It is expected that~within
five Yearn when its roll over funds will be growing COMDESA will not need to
Uije foreign exchange borrowings to cover local cost to the extent it does now.
OMES~A Is being prodded into more development lending activities which require
longer terms. 


4of 
This slows down the roll over and reduces the availability
local currency for new loans.
 

The Loan Conmittee recommends that the Loan Agreement establish amxiimof 50O% local currency cost. 

LivestockFinancing
-~3. 

MES~DA 

The Loan Committee discussed with COMDESA's management the issue raised
during the DAEO review of the IRR on the desirabilityto continue its operations in the area of livestock 
of penitting COMDESA

financing. The discussions
toot :iote of' the fact that the Governmentftiarioing as a ofParaguay ha !.assignedhigh priority development activity, ad that 
liv~estock 

ment, In recognition OODESA's manage­of such priorities, desired to establish a -balanced-portfolio among livestock, agribusiness; manufacturing adservee.'ndutres
However, whilethe Loan Committee recognized~that there existed a financing'
gap for~ livestock production which COMDWSA hs and <could coninuer to f~ill 
 %
(cattle imprtation and medium-ljong term~woringcapital 

J i~equiements-see~Pftge 14), the Loan, CmmitteeJ~ of additionl stressed that the, reasonsup~port. thog fo A~ID conider'atiLonlong'term concessiol 3financin to --00D SA
 

avtit rzdi,on; lndn ahd< that
96niceist IB~i haivearedyad extensive resourcesaviabe il omitee et 
htbohlvetc produdtion and agricultural 

I 
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production were areas 
currently inappropriate for COMDESA to be
involved with eince alternate sources of financing do exist for
these activities and COMDESA as a development bank can stimulate
 greater developmental changes in the Paraguayan economy by
concentrating its resources 
in areas of greater need.
 

4. Financial Environment in which COMDESA Operates.
 

a. General Environment. The Goverrmjent of Paraguay 
recognizes the
ned for a strong private sector but does very little to encourage itsgrowth. 
 it levies export taxes, it does not exercize any real control
on contz-aband, 
it does not offer sufficient incentives to 
the industries
which !'Terr- .- ,idly nee ded ureilji ex:change. The Central Bank of£.'fa',nu,.y, h, h controls the terms and conditions
',::nkuiuf 5iLlr 

of credit offered byinancial iustiLutionu, alleging that the threat of
i.if .obI.I.Xieua atrict control, of commercial bank operations,imposefi 1 42% re,3-.rve requiremont to reduce credit availability andJiz-,' iLtt cozt, go far the covnercial banks have not been able to1.1ito~:-:r dlacounr or rediscount operations which could help in the(C!V.Aioprmefnt of Paraguay's private sector. There is a feeling ofucer .6tntV,, i.ong the commercial banks in Pnraguay. 

Jh enr:wij Bank issued a 't'cnolution early in 1972 requiring 
, 1i - pilnc /.J, of thoiJr loan portfolio in industry, 20%iv axport. f,o,-awtiq and l07 in ayrIlture, hy, September 1972. Under this.egulat:ion, J.onu; would be made f,);: period of 240 days to one year witha mto.%,ium iziner, :.t rate of 14%, iicluding bank commissions. This measureinimed a,'"expanding the tjime and amount of short term working capitalreducing its cost, ijincu and

the prevailing interest rates range from 16 to 20%
depending on terms. 
The Central Bank hoped that with this measure it
could induce the more efficient coamercial banks to gradually take over
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soeof, the present oprtoso ,h aii "eeomn akad't
relieve, it of ruests for working"capital' fr..l , ak and......sescs:xF couwodityproducin 9
 

Ssectors.~ )Io-.pectacular cha~ge has.Ptaken pla e,L; ,nce the, Resolution: 
was- passed and thecommercial banks maintain their conervative'lending 
ctivitie, i.e, the tradieional shrt term quick return operations, 

such as th~e fiunancing of iupiot nd exports which yield about 18%. 
per annumo 

;The National' Devlolment Ba*created inMarch 1961 in replacement 
of~the BiLco del Paraguay, is the largest lending stitution'in Para, 

It is organized i three relatively distinct departments, Com .eria 
Banking and Savings, Agricultural Credit and Develo'ment. Loans. The : : 
Commercial Department operates as a normal commercial bank. The Agri­
cultural Credit Department has two divisions makinig loans to small 
and commercial farmers, from two lines of credit financed by AID and .. , 
the IDB. The Development Loan Department uses mainly-lines of credit 
from the German Kreditanstalt Fur Wiederaufban and, the IDB. for 
financing imports of machinery and equipment. The Bank isprohibited 
by Law from making equity investments. 

Medium and long term credit is made available by the Bank at rates 

which vary from 9 to 16 percent. The exchange risk ispassed on the 
borrower in moat cases. Since funds from both the Kreditanstalt fur...... 
Wiederaufban and the IDB industrial credits are only available to

F finance foreign exchange costs, local currency for financing the high
medium term working capital requirements of agricultural processing 

industries must be found locally. As indicated above, the policy of 
the Central Bank is to reduce gradually the participation of the
 
National Development Bank in financing the working capital needs of
 
the conmodity producing and processing sectors. 
 . 

The Bank is a large and complex institution operating in a variety 
of ways through its' three departments. As a'govermsent institution, it 
tends to move slowly and often makes loans on grounds of political 
considerations or adequacy of collateral rather thanon detailed> 
appraisal of individual proposal. It does- very liteeffective 
promotionand its collection methods are considered eak. 

ieLehas bak
analyzed the 


in ~ ~ ~ ~ agiutradidsri -etw.ofca ak fPrga, h~ ~~~-~ 
P ea a ..f
 

4 
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-J~Central Bank-receive~d $15.0 million from~ the IBRD (ID funsfrte~ 
Fondo Ganadero) ad1.milofrmthe-.Central Bank of Brazil.­4 # 4At tfie'end of CY 197 iha -ln'available-of $5,361'740 for
 

1.'.ro re :
V74livestock operations.. The National.Developmentr., Bank'LAhY,,YDB4i~received $7.0~sC di s'.................+.
 

,~, million 1from 	 they "Banco de la-Nac16n Argentina" for~ livestock
 
comnrea mainly grain;
operations; 49.00 millioii fromi AID for.-cropproduction undsiforcth
$3.0, iiillion from the ExfrmBank for irrigation andI ugricultural
 

eiment; $8.0 million from IDB for agiutrldeomn directed
 
at small f ers;$47millionfrom the IDBi t stu
 
and,; industrial~ davelopment~ and '$6 .0 mill ion fromu the Devel'opment B&ank
 
of the West German-1 Governuient'for industrial development., As of~
 
December 31, 1972, the National Development Bank had as balance avail-

able of about.$19.0 million SM agriculture, livestoikand'industrial
 
lending.
 

All cormercial banks had an estimated balance of $2.0 million avail­
able for- leading during the month of January 1973. Most of those fuinds
 
co f'ocu deposits. The comwercial banks traditionally lend only on
 
a short-term basis (i.e. maximum of 240 day) preferably to commerce
 
and industry.
 

At the end of CY 1972 CRLD1?SA had a balance availaile+, of about $800,000, - ­

for landitig conaisting of $500,000 of AID funds and $300,000 from 
repayment on loans. 

Suppliaes credit for machinery and equipment were also available
 
through the channel of the NDB for an indefinite amount.
 

(1) interest 	Rates,
 

(f.) Commrcial B~anks. 

The structure of int(Areot rates and coat of credit in 
ParaguAy which is basically under the control of tho Central Bank is 

' 

very flexible. There is practically no restriction on, the method 
of computatiou. The lack of specific regulation of -interest and

comission chargos produces dtksparate coats for borrovers depending'
on the type of banking operations. A few examples will suffice.: 

the discount of a document for 0100I due at the end of 180-
days would have the following costs: ~' 

.­

jas interest; 03.as commission. The borrower receives
 
'---------V91 and the coat to the borrower on an annual'basis i s 
19.78. 


+++?+!?+++:+;++!++++++++++i~a 	+++~i.+t:++++++ i,,1. 
' ;+++;+ 
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Inthe case of di~ loans, which in tr:V'ofom onejmonth to one yariniterstan coinission are,atth outst. The~cost to the _boreri
similar .- o(-that of a discouinted docuet,f''of repayment 

SIn~the case of overdrafts the maximum term is.30 days,

theealcost of~the credit is30% peri annum including interat,<
cmissions and taxes-,
 

In the case of a loan guaranteed with a mortgage thecost to the borrower is higher because of the cost of preparing thenecessary-documents., 

(ii) Public Lending Intitution.
 

Ilia National Development Bank has used the following,
rates: 

Annual Cost to 
the Borrower 

(1) Commercial Department-own funds-all purposes-12% + 4% 
 16.4 
 -20%
 

(1 year maximum) - own funds-winter livestock feeding­12% + 3%. 

Lines of credit-external funds-commercial short 

15.5 -16% 

tem-1l% + 2% 4.0
 
(2) Development Department 
- own funds - 12 + 1% 13 13.5%-
Long term 8 years-external funds KFW 
- 9%.+ 0.13%Maximum to long term 1 to 10 years IDB 

9 9.257. 
- 10% + 0.10% 11.7 -12.7%
 

(3) Agriculture Department - 5 years - own funds­wheat program - 10% + 1% 10.5 - 10.6%Short term limit I.year - Central Bank funds
Wheat program - 10% + 1% 115- 5
Long term 7 years - AID) - weat program - 10%. + ~0'33:-.10 1 10.5%5 years - Agricultural Machinery -Eximank 
-9% + 6'20 9.; - 9.6%>
5 yioars -Agricultural Machinery 
- Suppliern:Credit,>
Guaranteed by NDB - 10% + .20 10.5~ - 06 

The Pondo Ganadero administered by the Central~~~at 9% -doas,.not collect any comizuss iona-
Bank lends

but~ taxes anid other fees 'onalonfor the, maxiuwmi term of 12, years would add .21%. It does 'not­
f iance working cap it a
 

S..- '>4 f 



C._Ote ayeof Credit 

,Due' tLo the~ restrictions imoe y hLCentral B~ank~ or.-neco~mmercial,banks, many operations are carried outb tuonn oridviul 
attefollowing rates: 

Advaace deposits on imp~orts:~ 24%. per' annum~plus ab~out 6%.~
V differential on foreign currncy dealing.7 

Curb market .loans reach 4%.per month. 	 '? 

Loans for house construction coat a minimum of 18%.­
interest and commissions. 

D. 	 Terms of COMDESA's Loans, 

1. 	 COMMDEA, up to now has charged 1O% interest on loans made with
AID loan funds and 12%. on loans made with other funds. In~addition,,
COMMJ~A charges commaissions which~ vary from 1% to W7on itsIloans.
Whenever the cozmdusion is charged the interest rate i'adiited 
over the life of the loan so that the maximum return toCOMDBSA'
from, interest and commission does not exceed 107; on AIDLoan funds
and 	 127% on COHDESA's own funds. 

V 

2. The proposed second loan will allow GOHDBSA to charge up to 12%. 
on loans made with AID loan funds and up to 147. on loans made by
COMDUSA with funds from other sources. 

3. 	COMDMA may finance medium an 	ln term working capital needs an 
part- of a packa~e. 

171.Conclusion. 

Given the environiment inwhich COMMEA is working,' the Loan Coizittee 
in sat. ifiod that COMMEA is not in a position to~subtituteether>
the c umrciai banks or the National Developmzent Bankin the-type of
lending those Institutions are making. 4While thiere maybe a certain 
area of overlapping,with the operations of~the Natioda.1,Deveopnent~
Bank, this was taken into account when the £firstzi an. to .COHDESA wasauthorized,. The mere fact that there exits a Goemnt sponsored
institution operating in the field of~devela n financing has not
precluded AID from 
lending to~the privae sector, development bankthe same country, Very-often AID has :'ncouragedcompletion betw~en 

in
 

both type , of;1 institution, because healthycmeiontdt"

efficienicy.' .cmeiintnst 	 mrv 

InTthe case of4 COMM~A4 the second lo~an' will impose suIfficient restr c in 

~t a t e s ~ t y p s o f l0on1o ta t s r s4r o c ~~~'t i d t r ee 
 , i 
 t 
 r t s , t r r , r o' 
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projects based on sound feasibility studies, to prevent under-cutting
 
by COMDEA.
 

With more or less comparable termn and higher interest rates offered
 
by COMDESA, the Loon Committee feela that when COMDESA competes with
 
the National Development Bank it will be on the basis of quality and
 
efficiency of services offered by COMESA.
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Progress TowardsCn r Goals. 
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~ A. Describe extent to w~hich
>~coutry is-AK','4<A 

1' 

M'Main aprprat(l)ots: 
 The Governent of Paraguayto.;increase odPou'iw lias made,,
substantial,progress in
improve means. for food storage new programs~designed 'to increase wodpouci~andditrbuio.~Durizigtthe 


period 1964 to 1970 pouto

ofiheat increased fromM to.3d000.
MrT, soben from. 10, 800 to 90QHT 45,


and rice from 2000 MT)o,356,Further expansionof food production isplanned. 
(2) Creating a favorable climate 
 (2) Recently theGOP 
ented
for foreign and domestic private a newj
investment law1,(Ley No. 21-6
,No9 1970)
enterprige and investment. 
 which offers adataeu 
tdm forl

foreign investors.:A pivate.1deiielopment
bank (C0MDESA) createdwith AID assistanceis now operating., The GOP, has repeatedlyencouraged foeg-rvt~nlstr~n
 

in~ the developmena pro role develop the in'ter'ior by providin l'anjd tocolonists and tehia asistanc
producers. o 'smlInaddition,'h 
goemn has
indicated agreemen with the nieed for a'~f
krivate,Developmnt Bank (Finainoier) 
 wit
private ownership and management (now being
entablishediwit 
AID advice).' Also the
Governmientsupreth 

rvt:osn
Guaranty project just authr, 


4-'.. ' construction.of 500 private- lhomes. 
(4) (a) Allocating available 

­

(4 a atuyI
tudgetaryb, resources to development. oae usata 
~4 tvaioa budgeetoQ

41 development. 1 

,.1 44'~I 1 1 1 ,~ ,-141,.4n"; 

http:construction.of


n e o a. 

mnuen ' 6,f - ­

th prjc Dieor pio()t i .bu reore thher,Po c thog a a l no 0 ,0u taiiebennn'ras 

:! ) 14) . nxpivte An 

:, -.. n ntrveentin ihn , r en ;8 @ :No.-ectii es s'!fo iltn:i 

affairsof oe reand
 

Ooliicai.eiorm 
 such tae cort p inabhe p s etars',a increstaxenctizens p e ( aent 
 ondinhanherre8i
co: ecionovill ovesi0a, filli
alnafd' rs 'ndoterree and n17,Topagu

(6)ognqzivalentimtortanc of Recderi.
Aaerlng to a::::":inpr (7) rhepiequipveset he"toitaaua ancierae ima tnrea lo r to6 and resp.Oto) irtowarndigt ee inh ha eCnttion~ws tap Nvebe/.:: '::a'(6 Main onomic are The Gof' ao ecte:A soci no~acollecivtiontrpre.t n hne 
 eeusfo .blinn17
 or r theesi throuheteprs ion o tahe Po, esidanaof th0,0 

m7)Akeingors towardprcesc Pasrecenay t nom
fo ented th brbdilybase te
ind kiidlfreoomi, soitiaivenT tO itpe edtseii collectifthe Aule f
of lawot aed ofate At lafBhich, isd te CaterofecPuntaw
 
ofxPresunt d ofste presl anEpnsitie by.ePrsdnt h
 

imprance 

invitdual ftredountriatbive, tercutie snglg
 
recognieming t o caitl o plicabesnePrguysivsmn
 

vitalhectnoficopolta l Act7 of Bogota deCar
dCarte ch oanin pofputa
 
scaPuntccrsofBae el ete icmrllgsaue.nrae
deole 


a8) Aemptrting tarearat sinc
capaotua apicleio Prguays invtment­
dnetedino(7) Aheriwn otethe ffuntrie iauaA dheCestihioth adopn ovemborepondgpe it e tipnwia
oth ontri is neliledtria 

oan citibyrcetereseincslcto 

(9)~~~~~~~~oepodn vte wfas, adtd coinoeberotearwionstitin 

vital tin owy atopararly
~~ poiiaad16,wi,econmic proviin
socal oncreofts eope, ltuead bi-catieal lrgisla.ure, increas 
and ~~~~~demonstratind dtrinatornnt ipa-enacerpulratiitio 


self-help tion to efhlpmaue
measues. aesefcie 
U.~~~~~~~~~aatr aknitbv con howst trecn inebeabyf asencoleton 
in~~ ~ vh~~ounsigoftesbetaious kind ftaeshnd contribu 

measures. 
 ' 

af afloiacanca? assistanc'e, a 

aa. a a44-- a'--f~*a - ''4V, 
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rea ment 6 f - S.Citizens ' 

IT.AA--V620() IfaBsac~s & ~ N UCh, cases are known- toeiti 
government' i E the goverIment

ade otr or nconditib 
liable .m Paraguay, 

on any. debt'to a *l'5, citize forN>; ~ 
~goodsN or'services ~furnihed or odered . 

iwhere,.(a) sucih ciie a xase 

is no eido contefe~b such~ ~ 

~3. 	FAAN620 (e) (1)~ If asitne)Not 'applicable..i:,< 
to. agoveriment,,, has it iicludiigN
agencies or subdiviiions)'tiken any N ,. 

actioniiObich'Nis h effeet of national­
izing,~expropriating',. 6r otherwise 
seizi g-ownerohip or. control 0 
property of U.S. citizens or entities 
beneficially owned b y them without 
taking steps to discharge its obligations

toward ouch citizens-or entities?
 

S 4. 	FMA 9 620(o)_; Fishermen'sa P'rotective N~ot applicable to Paraguay as it is anAct. 55. Ifcountry has seized, or inland 	country without any fishing
 
Fimposed 
 any penalty or sanction against, activity in internationial waters. 

any U.S. fishing vessel on account of 
. 

its fii8hin8 activities in internationalN 
waters,
 

a. huae any deduction required by Not applicable.
Fishermen' a Protective Act been made? 

~... has complete denial of assistance No1pi4be 
been considered by AIl) Administrator? 

Reolations with~U.S. Government and Other 

.5 	 FA 620(d). ifassistance is for any Not applicable.4<productive enterprine which will competJ
 
in the U.S. with U.S. enterprise, is
 
there an agreement by the recipient 
 N 

country to prevent export to' the U.S, 

of more than 20% of the enterprioe's~.... 

NN4
 

annual production during the life of
 
the~loan? , 
 .,N' . N4. iK i NlN 
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FM~8W62 (1 Hasthe couny
'k'utt 

~ There-have;been-
milb bt~ac t__n_ ai 

no incidentsa or 
. propert 

damage7,.byi
in Tara­

destrouction~ by mob action, to preveftt m 

7 FAAle4 6(.-f the country has Paraguay has inda.pcf Rs 
76faK8'Zl),o the investment' Guar~ 

~guaranty'program for the.'specific risks 
~{of ecpropiation 'ill "convertibility 
~or,con iscatioii' has the'AID adminis­

tration-within the..past year considerd-
denying assistance to sU61 goveiiment 
for thins reasoun 

, 9 

8. FAA 8 620(A), Is the government of 
the raci~pient couctry in default on 

Paraguay is not in default on interest or 
principal on any AID loan. V 

intere&L or principal of any AID 
loan to thie country? 

S9, FAAG620(. Has the country severed 
diplomatic relations with U.S.? If so, 
have they been resumed and have new 

Not applicable. Paraguay has consistently 
maintained diplomatic relations with the 
United States. 

1 
bilt-teral assistance agreement been 
n'eotlated and antered into since such -

reuuwTti on? 

K 10. FAA 8 620(u) . oWhat is 
sttmas of the eoun~-y' 

the payment 
U.N. 

Paraguay is not 
obligations. 

delinquent on its U.N. 

oblijgations? If the country is in 
arreai!5, vf(ere such arrearage taken into 

p account by the AID Administrator in 
dete".1tning the currant AID Operating -

11 riA s 62(L).Does recipient country 
furnish asoistance to Cuba or fail to 

According to the best informsition 
available, Paraguay allows none of the 

Lalke 4ppropriate steps to prevent ships prescribed activities. 
.Ir eircraft under its flag5 from. -

c4tn.ryIng cargoea to or from Cuba? .,­

12, FAA 13620(1. it~ assiatance is to 
govermient, has the Secretary of 

a The Secretary 
Paraguay isflt 

of.State has determined 
conrllid by the 

that 

State determined that it is not comm1unist movement. 917-­

uo arlld by the international 9 ' .. " '4' 

Coumunist mvemt?. -­ 9 --­ > ' ". -

09, I, 9,V - 4- 99,9 ~ -~499 
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1' FA 2() I recipien t countr No.­
w CmmnistcoutrY7 

&2~-:-
-_ 

FAA s 2 f s. 
­

1 recip ient country Prgai o nayw 
oftary aggression again-t h 

Sorany C~ountryi reevn, 
: 

assistance, or (b
-

h ' l'nn,6 suchsubversion or aggression?
 
15. Z6A 6 20(n. Does recipient'coity 4 rdint' to t~b~ nonaia~-.

furnish goods to North Viet-Nam or permit -ablen Pazgaaships .or aircraft under its flag t9 
hp rarrf 

traunsor cargoestorfmNrh
carry cargoes to or from North'Viet-Nam? Viet Nah.
 
16. FA 0481. Has the goverrwiet of the The Gove ej ha ntttdaequate


recipient pountr.y failed *to take 
 measuresadequate steps to prevent narcotic 
for the control or narcotics'

and other controlled substances.
drugi an~d other controlled substances

(as defined by tihe Comprehensive

Drug Abuse Prevention and Control
 
Act of 1970) produced or processed,.
 

in iwhcle or in part,or transported throughinsuchsuchcountry,country,from being sold illegally within the
jurisdiction of such country to U;
Gavera-nt personnel or their depen­
dents, or from entering the U.S.

lunlawfully? 

U-0~t~rExKenditures
 

17.. FAA862( What
. percentage of
country budget 16.7 7. of Paraguay'sa budget for 1972 wasis for mili~tary
expenditureti? Hlow much 

allocated to the-Ministry of Defense. Anof foreign estimatedexchange resources spent on military 
maximum of $1.0 million in,

equipment? flow much spent for the 
foreign exchange resources were spend onmilitary equipment ini
puvchasa of sophisticated weapons 1972.. No fun~ds were
 

systems? (Consideration expended on so0phisticated iweaposssesof these 
to be coordinated with the 

AID/W has determined1that Paraguay is not-points 


devoting an unnecessary percentage of itsB~ureaui for Programn and Policybugtfrmliy-rpse'Coordination, Regional Coordinators 
 bdetfrilaypuoss
and Military Aseistance Staff (PPC/RC).
 
'CONDITIONqSOF TdE LOANV-----------

GeneralSoundness, 
-J­

18 rFM- 21d). Information andcoclsono raonbens Terms are legal anid reaonbeudr
bt US and 'aagyasnaleuer
(under ofot-8nd legality law counadtry.ii~ 

t -rm the -1-n 11f 

~? 

~ 

~ 

http:counadtry.ii


~U S 

,.Inforatiin and conclusion on-- The activity~s cncluded-to beeo 

econofith d tecbefoeand ou dte as.n If eoal~otan and afterie fored su Te l caintihfi-ioa 
 t ad~~~lO~~:c unrtsiLidtot as al'fu plu d,~pi fr such fnds
A~ ~~I.ia at beore'ially ande techeicpt.,oun pjtogetheamout aofuranes to indcat man 
that funds-ed on
will beueena
 

economicall 
 andteson
 
S20 0M 01(b Inomainubitedns conclud. itatto the~func l u s i n o n l c a p a i t y fof t u h ca p a c i t t o r e p a b~h t t inae e iha the 

konr, orpa 
.o" s rrwe 

n~on inldn
roesonablene eaonial asrntcncl
ss freayentoid4a of un marinyenr.
 

thaloand 'wi11er be (e ngneig
£~.nanciauste ilnin ncear
 

toncro uta
yhanstnceand (b
 

conclasonbl oir estait of the 
 hcapcit ofatherasiiane
 to rehe anS 

FAAepa
22 utr t~~lan zl(EiL.ng refuasr
otnppable.srac
regalev iserquiedewthi fcio
*~~~ s ofcipaient:cutywhtibasfo

rspecbi ht uhato Jxetto 

to~i~ 
 as 
a reanaly firompl,±shwent ofupoeso lan 

carr cout1~ ihie to pedr(it 

Asist nce U.Sd ollUtSe assistancet etfcto. 

FAAco
22. sioS 611rt2. ifiedrthe countryiable
.cnpaBility effeactineiy requiredtinn
"* -in c011l1try what is bas'cfo 

e- nformcation handsuhici n anigfrti rjc sntaalbe

othIercoake-ti?:ldin s 

oures poucemitjiptiat 
tlrdtl tacoe lshen of purose oflon 

23.~~~~~~~~'la s o F22aptl Se ne 

_§I Un7,iT~nncoall U..assa i
and2.:, o Criiain Mi sio Di ect r' 

PMc no -ed 1 ilo a 
Mitial~~~~~on '*''-xc~r i f he c un r ' 

ccPa~~~~ilft:Y~1 omiti efetvl n 

utllzcSLh, rjet 

FAA ~P-IfO~a5 5'- Inomto and 
g'* for~.-
 th sp oe*nt via 
 l
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*Pge 

:"Lan eatonship-toAchievemernor dutrY'and Reional Goals 
1 

en2O 


f
- appropriae ewhichiiston: (a)n:( 


~ , 

sciu a insevel+ ten; ,(b)oeencourage 
help in metn th' on.trimn
foodned; 
(c) i..provin avail 
....Sability of trained 
an ... 
the country; (d) programs designed 
to meet the country's health needs,
oheor(e ipotat reas of 
economic, 
 Politicalband 
ocial
 

including industry;
free labor union8, cooperatives,

and Voluntary Agencieg; 

transportation And communication; 

planning and public administration.
urban development; and modernization

of existing laws. - * 

So y .nneeds.. 

26 AS 0, Ispoec ucetbe 
of execution as part of regional

project? If
no whybis project not 
no executed?
 ...........
26. 


27. 1nom 
Isproect sus pible
FAA S 25~L' o and
conclno 
on activityts relation-altip to, and connistency with,


,Aher developmenL actIvities, and 
its oontibutonrelizble 


iong-range objectives. 


7 oP I. 

* 

Th' pFa.iroject, will provide a deortc
 
'corporate,priv structure, patterned aferitr u.aageen 

-responsive to- shareholders.:~ ~itwi'I~ 

further development of non­
ntttos
 

By 
 s
 
peal
 

the Project 
 iail dhelp-the 4 irivaieectoritoexpnd and improve 'it
the country's food needs. 

The project will directly result in'the
training of develo et 
ing experts

Paraguay.
on Indirectly, it will expand the
Job market by financing expansion of enter­

prises and the creation of new businesses.
 
This- loan does not directly meet health
 

!directly it will 
raise the standard
of living of many workers and their families.
 

The Project will directly contribute to 
the
expansion of private industry and will
improve the outlook for more rapid expansion,both social and economic, in the 
non­government sector.i
 

The project is not susceptible of execution
 as 
part of a regional project.
 

The Project is coM19tent with th 
 objectives~and other dvlpetactivities of the U.SeinParaguay. It,illtcontribute to 
the,
economicdevelopent ftecury.Ispial 
n aro-idusryeSub-loans,,siotil& 


improIve theMarketing and processing facilities and
improve the countr s........acity of
 
- agricultural products, 



cocuin-n 
 whte orntteue 


t il
 

contribute, to the achievements of
self-sustaifing growth 

rcapital 

8
29. FAA 281) Describe extent to 
S which'-.the loan"rifll>contribte to-

the 6bjecti~e of assuring max mum 
participation in the task of eco-
........
no i ... 
 + rtof+.
nomic developmaenton'the +part .of 

the p'eople o'f the country, through 
~, -- ;the encouragemient ogdemocratic, 

-private; 
 and local governmehtal, 
institutions,
 

30. FA 28l(ba'. Deacribe extent to 

which program recognizes the 

particular needs, desiresand 

cpacities the people of the
.of 


country; utilizes the country's
intellectual reeources 
to encourage

institutional development; and 

supports civic education and 

training In skills required for 

e~ffectlive parcic1pncion In
 
gco',etrnnental and political processes
egoential to self-government.
 

01i .31. FA4La) Information and
:cWjnlunions whcstub°
Vban will 

oncoutrage efforts of the country 

to. (a)increane the flow of 

internaionni trade; (b)foster
privata initiative and competition; 

(c) encourage development and 

use of cooperatives, credit unions, 


Satid 
 savtinga end loan associations; 

(-1)elLncou rage monopolistic practices;

(e)Improve technical efficiency,

and comm.erc; and (f) strengthen 
free labor unions, 


I' ag Of1 

rovidI f6r" 

-_lnance_ 


sufficient e I 
onclubdedild
 

and I d 'todself-sustaiknin ggwth 
TheProject involves the'creation of a 
democratic private-institution e'gd
to'encourage pdrticiptioni of private
individu'a and",corporations ntetsoff+econo i e eo~e t
of ecnom..
 

dvlmn.-

The loan is based upoi the demand for 
reasonlable credit by private persons and
corporations for development purposes.
Sub-loans will allow the borrowers to 
employ modern technology in expanded

business activity. Itwill call on the
 
resources of the private sector and will
 
result in improved professional skills
 
and trained manpower.
 

The loan will (a) increase trade by
improving and creating means of production,
processing andmarketing, (b) foster 
initiative and competition by 'expanding 
the size and diversity of the private
sector, (c)be available to help-finance

projects proposed by cooperatives, credit
 
unions and other associations, (d)dis­
courage monopolittic practices which may

exist because small competitors lack'
 
capital necessary to compete effectively,
and (e) improve technicalefficiencyin
 
a 'wide range or agro-industrial activities­
by financing the use of modern technology

based on sound planning; (f)the pr~oject

'would not directly strenthen or weak~en
 
free labor unions,~ 

r bW:
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'22222 2 ~ 2 $ '~2I222.2<'' 22J '2 

32 A 6190' 2 f,~asi c_ 'fr'. "" 
newy $independent country; is it 
frihdthrough 2multilateralf 

~2~2~222organzations or'pl~ans to the 
m2'.~y'1.aimum extent appropriate? 

_________5133. Information' and: 
- conclusion on whether the activity 

is2consistent'witihthe findings

and',recomlendations-of the Inter-

'American Committee for the Alliance 
for Progress in Ita annual review .. 

of national development'' ctivjties.2 

34, FAA S 25 1(R). information and 
conclusion on use of loan to4 assist in promoting the cooperative

j. movement in'atin America. 

35. FA 209; 021L2QW .
 ,Information

arid conclusion whether assiatance 

w~ill encourage regional development 

program~s, and contribute to 
the
 
economic ond political integration
of Li~~ Amorics. 

'ffr ram 

);ALq.2L
36,b _M~ Information 

cn concJlunion on pofraible effects 

o lif oa U.S. economy, with 

pcitrefiurcn'ie to areas of sub­
ntantfil iabor surplus, and extent 
to Ohlch U.S. congnoditieg and 
narluietnica are finioihed in a manner 
conoietcnt with improving the U.S. 
bnltinco of payments position... 

37
*' ,, J._)O~j Information and 
concluaion on how the loan will 

er~rae .S. private trade and 
. 

>2Investment: abroaid and how it will 
encourga private U.S, participation 2 

ia foreign 'asuistance programs
 
I.ncluding uso of pri vate trade 


channel 
 and~ th~arie 
 of U.S, 


22222 rh'41n enterprise) 

~22 .2.2~'."'.~.2 '.22. 

Not applicable'~ ~ 2 

' - , j 
'""2 2.'.'2" '' 2 " 

.. 2 2 2 

'2 *2 

By making possible expansion 2of agri-
'cultuiral producinjrocessing n 

2 

marketing, 'this loan is consitent 
with 'the findings and recIommadatIions 

'2
 2 


of CWA. 2 

Cooperatives will be eligible for sub­
loans from the Borrower.'
 

Through increased international trade,

the Project will indirectly promote

regional economic development.
 

This Project does not relate to the 
areas
 
of labor surplus and conmmodities.
 

.' 

. 2'K 

"There w~ll.be U S7rvt sco
participation in this project to the
 
extent that some of the loan proceds
 
will be used to purchase materials
 
rmU .sucs 


2'V'2 

.~ 
2.'24 ." 2.2.'2 

2 '..2.2 2. .v12.'A 

1 
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8.Z 6 ra~ a ~ i~~ Not appl.cble.. .M~.
.ai 


FAA*' -- 60-(- a-cptl rj -tN 

afiiae
hrto u maxhe ineu extent 

-~~Participate ,equitably, inthe jY
furnishinof -golods',and~ Pervices v' 

40. 'FAA 9620_(h) . 'Will the, loan promote
or assist 'the foreign aid projects
or~ activities of the Communist-Bloc
 
countries?
 

41. FA 21 
 If TechnicalAssistance 
isfinanced by the loan, informationand conclusion whetlher such assistance 


will,be furnished to the fullest
 
extent practicable as goods and profes-
Sionnl and other services from private
enterprise on a contract basis. 
 If the
facilities of oth~er Federal 
agencies
will be Utilized, information and
conclusion on whether they 
are parti­cularly suitnble, 
are not competitive

with private enterprise, and can be
 

42, AA otalamont25(d f mneyAlluvL onwihisgigdrcl 

plcbe
 

Not atpplicable. 

All Techniical Assistance will be
 

contracted~ from private individuals,and firms.
 

t
 

amount of the loan will be used to
finance the costs of goods and" services
 
enerpise
to pivae is oin toprocured from eligible privatec 
sources,
 

4' otherwise being used to finance 

procurements from private sources, 


Lg o lincwi h cificReuirements 


4.tl2J01d Is interest rate of loan
at least 2% per annum during grace'
period, and at least"~ per i 
3%
Af ter? " + " , ' , ~ 

~ ­

/2 ' "'" 

Yes.~ 
 ~ 2K"7~ P (
 
2 

annu ­there
 

44 ~ ~ ~ 2
­
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* w 608(a. non
.fi w Not applicable.­iueaire o, be taken"t tilz 
U..Government excess personal'


'prpery n leuof the procurement'
 

45. FAA U604(c Will all ommodity Cowodities uchasdwt on~udprocrement ,financed 'unidr th6,a pucwillh~o~nun
excet'~s'oh loan~ *haehirouce and origi n inthfromta 
 otewse 
 U*S and .other eligible countries. 

46. gFA I604(b). What prvision iNo' 
 conflict.j
,Amade to prevent~financig co,modity,~~
 
pr~ocurement in bulk' at -prices higher

than 'adjusted U.SO.market price?
 

47 FAA 860() Ith cooperating ' This provision will be included in the ''AAAA ~)A'Acountry discriminates against US. Loa AA greement' Amarine insurance companies, will 

'<loan agreement require that marine


insurance*be placed'in the U S." on 

'AA 

40. f A 604e # 'Ifoff-share procure-
 Not applicable.

A ~MOW: of agricultural commodity or
 

product is to be financed, is there
 
A jprovi.uon aigainst nuch procurement


Wheni the domestic. price of such
 
conwOditY is Ie~e than parity?f:
 

49. 
 mAAv 611 (baARpu 01 If loan Not applicable. 

'fiianeewater or water-related' land
 

resources construction project or 

.. 

"progrnui, is there a.benefit-cost
 
cotmpuvtation made, insofar an practicable,


nr In,accord1ance with the procedures set
forth in the Memorandum of the President 
.. ,
 

dated May 15, ..~.~A4
1962? 

A. 

40. FALA9 61(c, 
 if contracts 
for cons- Will be complied with.' 
 . AAA'"Atrujction are 
to be fin~anced, what 
A 

provision wiJll 'Abe made that they, be
let on acompetitive basis to maximum 
~ 
,'~'~~extent practicable? ~" A "N A{A~> 

A.A~~A ~A' 
J 51 FMAA81_620(R)' Wiat 'provision' is there', Nob loan funds -will be us' to'compensate.algainst use'of subject Aassistance toA" owners ror exp'ropr ated-or,nationalz'e'd;
compenate own~ers" for expropriated or- "property.

nationalie rpry
 

A A~ 'AJ1 

Fj A'4 A 
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5LL. AA,!. 8: 6 1 __(S): 8 66 *hi Describe steps No7ap cale

"tikemn to asure tit,t totte 
 axMUMextent05beth countyi
 
contributing local currencies to meet


thecosofcontractual 
 and other
 
services and foreiin-currencies,


-owned by t1e, U.S.. are utilized ,to X KS
61,meet,th'e -cst of -contractual and Ki4 J< 

53. App.,8,104. Wil an oan funds be' Not applicbe
uised to pay pensions, et. fo 

54. 	 C!i p. S4O6 Y if loan is1 for capital No plcbe

rW iproject,; is there provision 
for.AID
 

~approval of ail contractors'and contract
 

55, <Ap 0. 
 Will any loan funds Under-the proposed 1loari no funds. will1be used to Pay U.N. assessments? be authorizedjrue 
prsrbe n
 
App. #108 and hmonitoring Iand'audi'ting.#:
steps will seek to a'surecomplian'e .
 

S 56. App._l log. Compliance with 
 Will comply.regulations on employment of U.S.

and local personnel for funds
 
obligated 
after April 30, 1964
 
(AID R~egulation 7).
 

57, FAA 8 636(aj. Will anu *loan funds Loan funds W 11not be used to finance~
 

term lease, or exchange of motorvehicle manufactured outside theT 
CC ­ -United 
 States, Ur any guaranty ofC
 

suclia trnsaction?
 

CC58. 
 Ap.851 Will any lonn funds be

for publicityo ppgad 	

No funds will be used for publicity-C
C.used 


purposes within the U.'S.o
purposes w~thin U.S 
not authorizedC
 
by "he Congress? 

CFAA 0.620(k) *If constructionC91. of Not appli1cable.

productive enterprise, will aggregate 


>.CCC -C,
 

vIalue of assistance to be furnished 
CC C 	

by 
JC.S.C 	 C1J­xee $00 mIifllion?, 

C
CCC U.0i 9~~~~I~tC~~um11L 1l( 	 C C CCCCICPCCC4CC1: 



60. 	 FAA 8 612(d). Does the U.S. own 

excess foreign currency and, if so, 

what arrangements have been made
 
for its release?
 

61. 	 1MA t 901.b. Compliance with 
requirement that at least 50 per 
centum of the gross tonnage of
 
commodities (computed separately

for dry bulk carriers, dry cargo 
linere, and tankers) financed with
 
fuzids made available under this loan 
shall be Lranoported on privately
owned U.S. fiag conn~tercial vessels 
to the X:,C that such vessels are 
n~aJ., i"io i-tfnir rind reasonable 

UNCLASSI17mD 

Annex T
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There is no U.S. owned excess foreign
 
currency available for this project.
 

This provision will be included in
 
the Loan Agreement.
 



UNCIASSIFIED 
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ANNEX II - Pg 1 of 1 

May 24, 1973
 

CERTIFICATION PURSUANT TO SECTION 611(z)
 
OF THE FOREIGN ASSISTANCE ACT OF 1961,
 

AS AMENDED
 

I, John R. Oleson, the principal officer of the Agency for
 

International Development in Paraguay, having taken into account,
 

among other things, the maintenance and utilization of projects
 

in Paraguay previously financed or assisted by the United States, 

do hereby certify that in my judgement Paraguay has both the 

ri iin~;tcapability and the human resources capability to 

jcf.i'< yi; rcnttin and utilize the capital assistance project, 

"Tni 3 Paraguaya de Desarrollo, S.A." (COMDESA II). 

cUn R. Oleson, DireD-tor 

to: 2'( April 1973 

UNCLASSIFIED
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DepAartment of Stt
 

Agej1cYXCIfo International Devej Opinell~22f;&:Washngtonz, D.C. 20523' 

Dear Mr. Scbteck:
 

With ret'eronce~ tO ou 
 3.ptVr ofDceber 6, 1972,proposal. received by AID mrad anto fincuice aub 4ciars and Wltjit4 t(qUV, Inves tments in the private sector of Paragua for theorctvoVOOn, or inolex'njpatiogi of agricuturz., ty~
agro-industil :"Mnfttr.oint; tnd trau8porita £llneprisag, we ish to i.nfor you thst 3t 

AA 

Sincerely yours, 

Sidney Behaukler 
UaiLtant Prooptu Mvsor 



INT1ZRNA TINAL- 13 K 1FOR RECONSTIRUCTION kN VL0pM1 NT 

Mr W cicFrdrc 

F~a Mr i e1 - - . Q7 

This is
n r ply to our ett r t Mr Ale r bda e- ec me­

Schieck,1,
 
woffid ofrcit 


P'aodeio fillacili prjet 
D o urinont R ousinomdOi th Prgesb

deveoptment r 
fiac compigte
 

Agenhavfrofre InternationDoo1o1zn
h rjc ourn otr 

JOuote 
 Schick Kr. 

Liodnt
in ti. Regoect Offier 

noi Ameriros, nd 0ancingr 
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AGENDA 

.2aLtJ1-]mJo2rt Bank - All) ],aisou Group 

811 Vermont Avenue, N. W. - Room 1275 

December 18, 1972
 

Par.1pgt.ry -- Compania Paraguaya de $2.J. million 
Desarrol]o S.A. jCOMDESA) 
(Sub- loans & LiniLted Equity
 
Invcstments 
 in Privlte
 
Sect-or)
 

http:Par.1pgt.ry


ANNEX III 
Exhibit 3 
Page 2 of 2 

December 15, 1972
 

MEMORANDUM TO THE BOARD OF DIRECTORS 

Re: Paraguay - Compania Paraguaya de 
Desarrollo S.A. (COMDESA) $2.1 million 
(Sub-loans & Limited Equity 
Investments in Private 
Sector) 

Recommendation: Return to AID 

AID has inquired whct:her Eximbank would be, interested in considering
a $2.3. million loan to CO1DEqA, a privatL- development finance and invest­
ment institution. Funds from the proposed loan will be used primrily
for snb-loans and liMIted eCju ity i nvest,:!ents in tlhe private Sector for 
the creation, expansion or modernization of agriculture, agro-industrial
manufacturin}g aid transportation enterprises in Paraguay. It is esti­
mated that at least 60 of the loan would be made available to cover
local] co:lss 

'J.'he staff recommends that the Bank express no interest in this pro­
je(.t due to flhe high local cost component and the- need for concessionary 
repayment terms. 

Joseph Fleig 
Fgene Oakes 
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SUBJECT, *IRR FOR COMOESA PRIVAiE OEiVELOPMENT BANK
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NOVEMBER 10 4WITH

FOLLOWINGaOSRATO~
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UNCLASSIFIED
 

PACE 1 TTER2F
 
AN4D (11, POSSIBLE LI.MTATYON! ON AND PRIoRITrES AMONG 
ELIGIBLE
SUB-PROJECT AREAS IE#GQI 
IS CATTLE BREEDING THE TYPE OF PROJECT
 
REQUIRING "VENTURE FINANCING7"lj


R. TERMS ND CONDITIO)NS OF INVESTMENTS, RELATED NOT ONLY TOFINANCIAL Vli.BILITY OF' IC! PUT ALSO TO 
COMDESA'S UNIQUE ROLE

WITHIN FINANIAL SECTR.
 

C. PLAN FOR CREATING WITHIN COMDESA 
APROJECT IDENTIFICATION

AND DEVELOPMENT CAPABILITY 
(AS WELL AS APPRAISAL BANKING SKILLS)P

INCLUDING TYPES AND NUMPER OF 
ADDITIONAL STAFF NEEDED 
 PROPOSED

SCHEDULF FOR HIRING SUCH PERSONNEL, RELATED TECHNICAL ASSISTANCE
REQUIREMENTS AND PLANS FOR PROMOTING 
INVESTOR INTEREST IN NEW AND
 
INN1OVATIVE PROJECTS.


Do DESIRARILITY OF COMDESA UTILIZING AID LOAN FOR 
(1 EQUITY

INVESTMFNTS, (?) PROJECTS SPONSORED AND DEVELOPED BY 
COMDESA ,

(3) TECHNICAL ASSISTANCE OR I4) OTHER SPECIAL CATEGORIES OF

ACTIVITY WHICH MIGHT 9E PROMOTEDO AND OF ALLOCATING SPECIFIC 
 I.
PERCENTAGES .OR THESE AREAS,
 

F- PLAN INDICATING HOW PRIORITY FOR EXPORT PROJECTS WILL 
BE
MANIFESTED,
 
F, ESTIMATED TIMEPHASING 01 IMPLEMFNTATIgN OF MEASURES
 

LISTED AOVE, COMMITMENTS PROMCOMDESA WHICH MIGHT BE 
EXPRESSED

AS CONDITIONS PPECEDEN'T TO DIS0URSEMENTS AND POSSIBLE TIME
PHASEC FOP DSBURSEMENT FOR DIFFERENT PURPOSES 
(E.G. TECHNICAL
 
ASSISTANCE. Vlo:SUB-LO NS),


4, SlUcH 0rHF(P MEASURES Aq MISSION MAY D)EEM PRACTICAL To
ORIENT AND DIRECT COM6EsA TnWARD DEVELOPMENTAL GO.CS..
 
2o CAP SHQULD ALSO INCLUIDE ANALYSIS OF FOLLOWINGi
A, FINANCfAL SECTOR, AND PARTICULARLY THOSE FINANCIAL MARKETS 
SERVING AGRO;INDUSTRIAL ENTFRPRISEO INCLUDING COSt. TERMS AND
AVAILA51LITY OF EXISTiN3 SOURCES OF 
CREDIT TO PRIVATE SECTOQ.
8. AMOUNT AND TYPE OF ADrnITIONAL CREDIT NEEDED BY PRIVATF 
SECI(JP AND F.IASIS FOR SUCH ESTIMATE$, INCLUDING POSSIB.LE INCREASEDEQUITY OR OUASI-IEQUTT 9OLE FOR COMDESA6 

C- RrLATIONSN1P BETWEEN OOP DEVELOPMENT OBJECTI VES AND POLI-CIES AND COHMSA'8 PROPOSED LEN~DING PRIORfTIE,'. PROJECTED IMPACT

O 10SAIS EXPANDED OPERATION ON INCOE0JsRIUTON AND

F~L2'YENTGCNERATION, 
L i). EO~1 ~ItENCY CPITERIA WILL PROSASLY SBEr$EQUEE8 D AS ONV pArr 0;~ COMOEStAIS PP~j~rT SFLECT ION, PROCEbURES 9 EFTC 

CR ,RIA.ECQPETf 
ek-

A D AS j 

n P n O J P C T M ' UA~g I F 
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IMPORT-SUBSTITUTION 
IS A PRIMARY DEVELOPMENT JUSTIFICATION FOR
THE SUB-LOAN. ATTENTION SHOULD BE GIVEN TO A DESCRIPTION AND
ANALYSES OF THE GOP POLICIES IN REGARD TO PRIVATE SECTOR
INDUSTRY INVpSTMENT AND EXPORTS# FISCAL POLItIES, S§UCH 
AGRO. 

TARIFFS AND EX6ORT TAYESP AS A MPORTAS WELL AS CREDIT RESTRAINTSA ARE THE
MOST LIKELY ANDjDATEs FOR INCCUSION. 
A REASONABLE UNDERSTANDJING
THE ECONOMIC ENVIRONMENT
OF IN WHICH COMDESA OPERATES SHOULD BE
jINCLUDED IN i'HE 
CAP* SUCH AN ANALYSIS* POSSISLE DONE ALREADY BY
EITHER THE lARD, 1DSA OR IMFo 
WILL PROVIDE A MUCH CLEARER CoM-
 77.
PREHENSION O 
WHAT EFFICIENCY CRITERIA CAN BE REASONABLY EXPECTED
FROM COMDESA. 
IT WOULb COMPLEMENT THE LIMITED FINANCIAL SECTOR,
ANALYSIS NOTED ABOVE, 
ANOTHFR eRITERIA THAT SHOULD BE ADDRESSED
IS THE EMPLOYMENT GENERATING 
IMPACT OF THE PROPOSED LENDING
PRIORITIES. SEE AIDTO A-1413* DATED 
10/7/72*
Es DOLLAR -LOCAL 
 CURRENCY FINANCING MIX APPROPRIATE To
ACHIEVE NEW COMOESA LENDING PRIORITIES, WHICH PRESUMABLY ADDRESS 
 -PRIVATE SECTOR DEVELOPMFNT PROjLEMS.
F. AOOPOPpIATE TrRMS FOR OROPOSEn AID LOANP BASED ON (1). 
77 

COMDrSA CASH FLOW AND PROFIT PROJECTIONS.- TAKINGINCQFASrD OPErnATING COSTS OF INTO ACCOUNTFYPANODo PROJECT DEVELOPMEN~T AND 
~Al PPAISAL BANI<1h40 FUNcTrONS, AND PAYMENT OF DIVIDENTS AT SOMETIME IN FUTURE, AND (2) PARAGUAY'S PROJECTED EXTERNAL DEBTSERICERATOIF GOP GUARANTY OF LOAN DEeMED DESIRABLEP CON-
4 

SIDCPATION 
SHOULD BE GIVEN TO jW0,STEP LOAN WITH APPROPRIATFLY
0!FrrflENTITT 
 TERMS.
 
0, 'A;F~fjLITY OFSOUN~~tJE5~~ INCLUDINO SOME FORM OF "ENVIRONMENTAL
ANALYSIS FOR PROSPECTIVE CONDESA BBLAS
 

3TO A;"IS'T M.7SION 
IN PROJECT ANALYSIS AND CAP PREPARATION,
PROPOSL TWO WEEk TOY COMMENCING 0/A NOVCMOER 23 OF JAMES SHFA,
LOAN f1EFICER AND EDWARD LIJCWSKIO FINANCIAL ANALYST# 
ADDITIONAL
TOY ASSISTANCE 1
UOULD XLSO BF AVAILABR.E IN JANUARY SHOULD MISSION
 

lf')SION fltRLE(TOR 
OLESON CONCURS IN PROPOSED TOY SUBJECT To
';5.tfv4 AP.PPflVAL* 
REOUE'sr MISSION CONCURfRENCF AND'APPRQPRA-:-'a
~ #1~41TO AE CWA40FO. WILL ADVISr ET'A 4ASAP, JOH~NSON
 

7.4- 777 ~~4777777­
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-INTN(E R~V'OF THE DPIEINO OF THE Alt/W TOY TEAm RECrNTLY
IN A,,UNCON To ,'iSIST 
jN PW~rA INO A CAPjTAL ASSISTANCE PApFR ICAP)
$,UBJF'CT LO)ANo WE etL1Evr If MAY HELPrUL

KFIR BE Ta THE MISSION I WE 
KiAnPT 
 S04C~WHAT MN tHr 0qqERVATIONS PROVIDED IN REFTELP
 

p. I~ 9U~ T ~ A OD r$~~ N TM~ CAP WILL BE TW~ EV Nrri WNICN. CO-OFSA WILL ACCOMP Mol E UEVELOPMENTORIENTETWEPETQ, H4OW TO 0 AN~o- RELATEDASSURr Tf4AT A FOLLOW-ON LOANuTILIZVI rOP 0CVEL0PENTAL TO, COH0CSA WILL NOT 8F
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RATE'S LAND LOWER COLLAYERAL REOcIREMEt.TS BASED ON -AN APPRAISALBANIKNO APPROACH To PROJECT FlNANCXNG; TOPPERMIIT AN-EVALUATION OFTHE UNIQUENESS Or cCo6ESAVS TE6MS, THE CAP. sA'L.CONTA IN A!DESCRip.
rbON AND AN ANALYSIS O 
THE Rr4~ COST (INTERE'STo FEESP COMMjSSIONS,,

ETC, pTrRms, COI4DITIC)NIp3 A n~ SOURCES OFLOAN1 #ONOSU.N THEPARAGUAYAN CAPITAL MARRET To T E VARiOUS 
TYP S'OPBORRbWERs,

AS WELL AS A BRFAKDOWqN OF V01_UmE OF~ FUNDS PLOW 1t4, FROM THEVARIOUS SOt RCESt 
 CAP-5 4OULO ALSO ANALYZES THE LIKELY Ef"PECT OP
CREDIT AVAILA9BITES or RF-E'Nj GOP DECRESS ALTERNATING COMM~ERC!AL
SANK LOAN PnRTPOLIO Dl$TR7'9UTION* 
 A 
?*THEMISSTON MIGP.T 
ALSO CONSIDER THE AbVISBILTTY OP RFru!jiPt4G
EVIDENCE OP Nn.VIAIIYO ALTERNATIVE SCoURC?,
PINANCiNG By MEANS O~F OP 9EA5,rUNk3[.E
A rERTrFTcArION OPNNA 
AILITY! 

COOES ASCO.: PART Or ITS CUB t.OAN APPROI%AL P~--
REGOUJRE A ~:~T0R yC STA7!' E T BY T"HE SUB PLOAN AP .CiIOUjTLININGC t_.oL,8.AN1S ErVORTS To OBTAIN FINANCING F'Ro:N -;TERSfURCES ANDl LiPLAINING WHY OTHF SOURCES OF CRE~it WE.': '10TRFlA!ONARLY
 
AVAtLAaL,
 

THtRE l'zAY, HOWEVER,; 
BFECIRCUMSTANCES WHEN "SUPS'TiTUtION
RFtJANCING" 
IS BOTH LEGITIMAT' XNO DESIRABLE 
IN AbVEOM'rA

-:04~CIRCUMSTANCES WOULD HE'tHOSE IN WII T~NB 

EMOT AT THAT THE FO0RM AND CONTENT OF TAE ASSiSTANCE
P'"OV~nED RY CONDIE8A 
WOULD CnNTpIBUTE lATERfALLY To THE SUS.
 
MTSOPLVSPEC4S 
TOEA qUC ESSFUL INVESTMENTs, IF THE 

THE CAP SwOkILD DESCR16t THE MEiNS TO BE E~MPLOYED 1MO ENSURE THAT
;C(lm0ES'A'9 IN~PUTS ARC akNUINELY NEEDED AND WILL HAVE A SIGNIFICANT
nN 71CJAL 5irFCT ON TJ4E p~njr'T, 

i. wITH r,!~rARD To ITEMS f,~o ND D,.a) IN WT~ELo THE TOY TErAM
,FPOR4TED THE EXttTENCE OP 
Ti4REr !NSTj tUTJQO4S SUPP.ORTED BY, THE

n3o 
 AND/oR AID AND PRtVATE O)RQUPS ViNiCH ARE ALREA:6YPERPORMjNaTHE PROJE'CT t)VFLOPME * 
FUN T16N. PEHAPSTBOME,S'RT'OFCONtRA;TUAL2L~tAT IONg 8FTWEEN COMDE'SA AND~ WMR07ONE ~ THEV1 N,TTIONSOqROUS OULD BE PRC7ERASLC OT~
 
OF SU~CH CAPApILITY, VV 


u LONGER
 

~e()uPA ~ '''~ AOV 
V ~ 4~F~V.'f j ,NCL ASE 

V 

4 
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 impE
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LOAN, INCLUDIN 
 SUCk ARi:AS AS 
 MPLOYMENTi T cHNOLOGIESp GSi~
 
FARMS
No A1PrT~,!NVE8 HFNT LEVEIS, ETto rNE ,CAr spouL.

ALOINIA<WAT rANY,' CHANGb-9TAND I LLING TO IN pROCEDUREtoI4!w1LL BE AVAt,.~ MAKE IN ORDER To INSUR~ETon -RMIT mCNN;U VLAiN 

3- GIrVEN T~-r AMOUNT OP WORK BELIEVED NECESSARV 'To ~CH~~CAP,
AND THE DELAY IN THE RETURN OF? THE TbY TEAM, IT It LIKEF.' 'THATTAQGFT DATE FOR CAP SUBMISSION SHOULD BE SHIFTED PROM FTF1PUAR
'rO L-ATR 0) FISCAL YEAR. RE-QUEST MISSION VI W O E L S A TE. 

_01~wIS AVAILABi.E 
irS 

TO ASSiST MISSION, BUT. REdMMENOS 'T YTTCYY 
COINCIDE WITH 8ERG!O VFRGARAtS PRESENC'E A+ COMDESA,,
R0GE Rs 

-dA 

VAILABL 
Copy 

g0 
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'Vi r~Exh'bl t" 1. 

Th foloin isexepe 
s-eacrib ing iit er.-a lia ,-the 

fro afiidocumnt published~by COMDESA'­
ega srctre-ofthe-comp any-...r.. 

"-- -. " 

Social~Capital'- Shares 
.,..~ 

~Article 6,. Authorized' social Capital i's $1,000,000, constitutedby 12,600.shares valued at $79.36 each. Th'ese sharsil beeittedd: n a se*rieswhich is,comprised of three groups'; Group A, 
-with,6,300 shares; Group B, with 3,150 shares. 

-.--­

-

AGroup-

Article 7.: The number of shares outstanding (at' the time of thisdocument) are the following: GroupA - Series 1,6 309'shares;
B-Series 1, 3,150 shares; Group C- Series 1,3,150'shares.AThese shares denominated Group A - Series 1, Group B. Series 1and Group C - Series 1 will have a double vote for each sharein the General Assemblies of Shareholders, as will new shares,In the case of sale of shares of Group C - Series 1,' the priorityof option for the acquisition of such shares will be the following:First, the-holders of shares in Group A - Series 1, followed byteholders "~ofGru B aSries 1,'-an aty h eneral ublic. 

"-

s-i--ilto 

-* . 

Article 8. The authorized capital of the Company can be increased$5,000,000 by resolution of the General Assembly of Shareholders,through. the emission of the new series of shares which maintain 
the respective proportions between the series and groups indicated
in the preceeding Article. All increases in authorized capitaland emissions of new series of shares will be made part of the 
public record, at which time the corresponding taxes will beassessed and the document will be inserted in the Public Registryof Conmmerce.- The holders of shares already issued will have the
option to subscribe and integrate the new shares, in proportion .to those which they already hold. To this effect,' the Board of .iDirectors will publish in the two daily newspapers with the
largest circulation in the capital city, for fifteen days at least,the announcement of the issuance of new shares and will communi~cateby telegram with shareholders registered as residents in othercountries, with at least twenty days advance notice, the issuanceand subscription of new shares. If the holders of the original sharesdo not present themselves within the fifteeni days following thepublication of said announcement to subscribe and integrate'the
now shares in the conditions established by the General Assembly$the said new shares will be able to be subscribed and integrated 
municate by note and other direct media to those registred share­holders the issunnce of new shares, the sole essential requirementbeing, nevertheless, the aforementioned publicationi of the 
announcement,. 

.. 

*. 

" 



thage of fh2 

holder of record$ indiile uiedb~44, Directors hPr detna4with the speci~ficatn,. required i h
 
by theeaw. be abler to repoetmrthnone2 share, NoMrthnoeonrfrec hror*ah:riiao
will be rconied. In the case in which two or more persons~v. ,participationinlone o~r h.more shares or certificates, the p AVGopat

T, or groups will communicate ith the Company regarding which ,of themwill exercise the correspondingdghts
certificates. shareholder of Group A 

of the share 'or shares andNo -Series 3.will be ableto be the holder of more than 50 shares wehich represent a totalvalue of $30968, or less than 10 shares which reprosgpnt a -valueof $794 of said Group A -Series 
1,exccept ifat the proposal of
the Board of Directors, the General Assembly of Shareholders
authorizes an increase in the maxcimum amount by a majority of
more than 75% of those shareholders present and voting.
resolution which Theis thereby adopted will be entered In the PublicRegistry of Comerce, 

Article 10. The shares and/or certificates of Group A -Series 19Group B -Series 1, and Group C - Series Lwill be tronsferable,after prior authoization of the Board of Directors ineach case,
and the shares of succeeding series will be transferable by simple4
enforsement, but the Company will not recognize the nov ownerexcept through written copuvunication of the transference wuhichbe annotatod on the Registry of Shareholders. 
Article I1. The board of %irectors will maintainSh.rholdurs the Regstry oftn wbich OIL1 be annotated the naes of the owners,numnber and aortas of their shares snd their domicile, as voltthe trnnvferonce of the shares and the nae, 

a 
shares and domicileof th,. isw shareholders. 

Ar'~Pt*I 12. When the General Assembly conider Iconveientto f*Qlltdte the vtrculation of saeit cnrrn that thenew sharem which are Issued be to the beater or convert and Inter­cha~ige the already Issued shares for bearer, share#, throughagrazantof eacts shareholder, abolishing or limitins in con­acqenTce tho roquired aonotatin an the Registry of Shareholders.go that OJu esolution which ts adopt*4 In thts respect has,alldtt, It wilL require the favorable voteof~ two4ihareholdars present. thirds of theSaid resolution will be tnsortbed In thePublic ReiSttry of Counetco., 4 
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Page 3 of 7 Pages1960 "anager, banco Naci6n Argentina, San1961 Manager, Javier Branch (Santa Fd).,,
1962 anager, It IBrc( , Concordia1964 I San Iorenzo1965 anager, BranchBranch (Santa FS).L~aager, , ,,, (Entre Rlos).
,, , 

Parand Branch (Entre Rjos).
1970 L anager, 

,1970 Manager, Santa F6 branch (Buenos Aires).,, Asunci6n Branch

,, 
(Paraguay)
 

NALL': 

RAUL D,,U.AS
1-AOiJUCE

DATE AND PLACE OF IBIRTII: September 
NATIONAIJTY: 


kDUC.TI0NAL HIACKGI UUND: Secondary School.
 
Graduate, law School, National University of

Asunci6n.
 

6PI ci Jua/LD Cuulti, :
F ult3, of 
Jusinuss Administration-,beveral Texascourses University,in Administration 1951.Proranndng,Public RlUations Techniques Costingatbtudics in the Development andb)evelo;nent and ProductivityInstitutions Crter.in Colombia, Ecuador and Pcrll, 19L9.
 
PAzjj 01D 
 L1\ l'i'ohbuiL iui,.6:
ik neral .ana,-er aid lEewber
I'a Collncnai L.Aj., I1952-o0'. 

of the Board of Directors of
Levibr of the Joard of Directors of Dala
Chalrli,, 3.A. (shoe manufacturingDoird of Directors of Orbis, 

enterprise).
CGia i rnan, dOa .A.d of' Directors ofVi ce-lre:iident, i'aLria 

crafex Paraguaya, 6.A. 
ac beguros,

' icf,-Ire,d[ it,Ljoard 
L.A. 

Al t,1-rit:. of Directors of Credito10'/reip-7le lxmber, doard Capitalizador dedep;Lti- 1 n 
of Directors, C0IDESA. Ahorros, S.A.of tie Production, Industry and Comerce (FLPidricO),


tej, r1 of the honorabje 
 iiunicipalityiiel hr Councilof tw, Gonnrultative of Asunci6n,Council, 1965-70.Presieint, Parairuayant'rauay' 
3 Association Industrial Federation, 1956-58.of Industrial Printers, 1955-58. 

I;,A,
: 
u&,h~ L;. il'TO
Ni 

DA'I.t D I4 CiUu d.L,ilT: April 
14ATIWAuNAL T1 

nCI ALL~jLJz 2h ,bV /L.: Accounting 
Bookkeeping
 
1Jusiness Mlanagement 
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PAST AND PiuWJ-JT POSITIONS: 

President, Incoga ,.A.

President, Incasa S.A.
 
President, Oscar 
 S. Netto 6.A. 
Director, Campos y Haciendas S.A.
Member of the Council of Estate
 
Director of COIJ'L!.SA 
Director, Garantla S.A. 

NAIi : HECrokd131!TONI ibSO
 
DATE AND PLACL uF BIRTH: 

NATIuNALITY: 
 Uruguayan
 
EDUCATIONAL bACKG(UUND:
 
Civil Engineering, Faculty of Engineering, National University of Uruguay.
Industrial Engineering,studies, Buenos Aires, 1941-42.Industrial Engineering studies, United States, 1946-47-48.
Local courses sponsored by IDB/NDB; USAID/CDP; CAES (In-ServiceTraining Center), Asunci6n, 1964-65-66-67-68 and 69.
 

PAST AND Pi LiNT POSITIUNS:
 
lanager, 
 Siam Di Tella, BuenosMember, Board Aires, 1939-55.of Directors of L'nuel Ferreira,
President, Mquinas y 

S.A., 1946-55, Asunci6n.Nlotores L.A., Asunci6n 1955-62.zaecutive Vice-president, i-anufactura de Pilar S.A., 1955-66.Adela Investment Co. S.A., Representative, 1966-67.
Vice-president, Hoard of Directors of COIMESA, 1970-1973.Director-4miager, Liertoni y Asociados S.N.C.President, Salay and Cla. I.C.S.A., 1970-1973.
Vice-president, Chamber of Textile Industrialists of Paraguay,Vice-president, 1962-66.Paraguayan Industrial Federation, 1963-66.
Member of the Hoard of Directors Federation of the Production, Industr
and Commerce Federation (FEPidNCO), 1963-66.1,iember of the board of Directors of the Paraguayan Federation ofLumber Dealers, 1969-70.
 

NAI___ JULIO C!SAR bCHUPP 
DATE AND PLACE OF 8I.RTH; 

NATIONALITY: Paraguayan
 
EDUCATIONAL JACKGnOUND: Public Accountant 

Economist, Faculty of Economic Sciences,National University of Asunci6n.
 

http:COIJ'L!.SA
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6P6CIA1.ZLD 6TUDI: 
Faculty of bconomic Sciences, University of Rome, 1960-61

Institute of Business Enterprises, Faculty of Social Studies,


(PRODW), Rome, 1961-62.
 
international Monetary Fund (Financial Analysis and Policy),


Washington, 1965-o6. 

PAbT AND PRSLZ'JT PUolT1UNb: 

Officer of the Bank of Paraguay, 1950-52. 
Officer of the Central Bank of Paraguay, 1952-63.

Technical Advisor, 1-iinistry of Finance, 1963-65.
 
t xecutive Secretar , National Commission for Fiscal Reform.

Coordinator, 1Iational Comnssion for the Cuenca del Plata.
 
Member, National Export Promotion Council.

Under Secretary of State for Economic Affairs, M'inistry of Foreign Relations. 

NAhiE: JOL, ARTINLZ YAUY!,S 
DATE AND PLACIE OF BIRTH: 

NATIONALITY: 
 Paraguayan
 
tJDUCATIONAL BACKGIROUND: Public Accountant
 

Degree in Economics, Faculty of Economic Sciences,
 
National University of Asunci6n.
 

bPfILZliD bTUDir5: 

IDB and Uther Financial Lources, iDB/Washington, 1971. 
Marketing and Distribution, AID, bogotA, 1967.
 
Industrial Developnent, AID, Atlanta, Georgia, U.S., 1966.
:everal local courses on: 
 Business Organization, Capital M'arkets, Costs, etc.
 
PASiT AND 1'i WIiiT(iSIiOij6: 
Director-Lanagtl, A. flartinez e Hijos, b.A.C. (Imports).
Director-'4anaj-r, G.ntex iUC (Textile Industry).

Director, WLILk.)A.
 
Director, El Comercio Faratguayo 3.A. (insurance company).

Director, Tacurupytd L .A. (Forestry Industry).

Manager: ,stablecintlentos Ganaderos ilvio 
Vargas Ramos y Noem! Vargas


de Martfnez; airicultural enterprise in 3an Ignacio, Laureles, 
 uiindy 
and Paraguarl.


President, Tax Coflurssion, FederaLion of the Production, Industry and 
Commerce (FEPRINCLO).

Member, Council of industry and investnments, Ministry of Industry.
and Commerce, as representative of the private sector.


Former President of: 
 FLPKINCO, importers' Association, Basket-ball
 
Federation of Paraguay,. 
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NA E: ATILIO R. SEPPi., 
DATE AND PLACE OF BIRTH: 

NATIONALITY: Paraguayan 
.vDUCATIONAL BACGRUUND: Public Accountant 

PAST AND Pk2iSNT POSiTIUI\S:
 

Director-Manager, Casa t'diga, S.A.
 
Ilember, National Foreign Trade Council
 

LqANE: ThONAS F. HOLT 
DAT. AND PLACr, OF iilhTH: 

NATIlUALITY: l.orth-American 

±D[CTIdAL djiCKG1UbND: 
High School in San hts Ubispo, California, US.
Graduate bachelor of Arts in international ikelations, U6.
Graduate laster of usiness Administration, US. 

PAST A1D Td-,a4T PULMI1iOIj: 

August 1958-Deceiiber 1960, Federal Reserve Bank, San Francisco, 
California, US. 

January 1961-Deceiiber 1961, Trainee, Bank of America N.T. e4 b.A.January 1961 and up-to-date, Bank of America N.T. & 6.A.
January 19 62 -September 1963, Lending Officer
October 19 63-September 1965, International Training OfficerSeptember 196 5-1ay 1966, Area Relations Officer, Latin America Division
Mlay 1966-March 1968, Sub-Manager, Buenos Aires, Branch, Argentina.

April 1968-August 1970, Sub-Mana;er, kontevideo Branch, Uruguay
September 1970 to the present, Manager, Asunci6n Branch, Paraguay. 

NA._: NANaJP .OJ iaUZ,LZ IUSSO 
DATE AND PLAC. UF dinl'd: 

Nationality: ParaguLayan 
iDUCi'TIj AL dACK'-j.OUijD: Iigh " chool 

Lawyer - Graduate from the Law School, 
National University of Asunci6n.
 

PAST AND PmA.hbaT ItJilliuhS: 

Criminal Attorney, 195b-57.
Judge of the Criminal Court of the First Instance, 1957-58. 
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Judge of the Commercial Court of the First Instance, 1958-60Legal Adviser, Directory of Military Industries. 
Legal Adviser, UA1DIESA. 
legal Adviser, Algodonera Guarani, 6.A.

Legal Adviser, Molino Harinero de Concepci6n, S.A. 
Legal Adviser, Infopa b.A.
Member of the Board of Directors, Algodonera Guarani 6.A.
Director General of Worship, GOP Ministry of Education and worship.
Private Law Office specialized in Commercial law and Regional

Intergratior. Law.
Professor, Faculty of Economic Sciences, National University of Asunci6n.
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AsuncionL March 30, 1973~
 
' Extension.of Su .oanMaturities
 

Theosolicitationsfozr extending the du ate fo s"Jinterestpayments presented to 
0MSAby its clients were motivated,
COMlDE.A1eadte .su - oatgic pane d /or,
ingeneral by circumstantial situations of short duration. 
 Inno case
do the extensions granted by C01DESA exceed the total term assigned toeach loan.
 

The following is a categorization of the reasons for, and particulars 
,i- of, sub-loan debt rescheduling to date.
 

1. Market Difficulties: Coincidence of payments falling due in aperiod of diminished tourist inflow; problems in the marketingof cattle and other livestock due to excessively heavy rains(roads become Impassable); strong competition met by Paraguayan
 
A products in 
 nearby foreign markets caused by changes inexchange
rates in certain periods; banking difficulties encountered in
the Argentine market for the exportation of livestock, etc.
' 
 : / Principal :"
 

Borrower., Amount Term or Interest
 

A. Lumberyard Bansidro 

B. Rgoberto Rairez Lopez 

7 856 270 days Principal

742 
 90 days* Interest
0. Delfino Manchini 
 793 15 months Principal
D. Martha Zubizarreta de Banza 
 $2,178 90 days* 
 Interest
E. Kaoru Iwasaki 
 3,703 180 days 
 Principal
F. Jaime Jari.ton ,700 
 12 months Principal .:<4 

11, 
Payments falling due coincidentally with the full production phase
and operational evolution of the business, requiring utilization

of all available resources 
to take full advantage of installed
capacity and inediate market possibilities; seasonal availabitty
 
of raw materials, etc.
 

PrincipalA
Borrower 
 Amount Term 
 orInterest 
A# ZImexpacol S.R~Ls 14,550 180 days PrincipalA
B riS.A. 
 8mnh rnia Ao6
~CeEporcrin, S..L. 


A198 
90 days* Principal A' A'< 
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III. 	Miscellaneous. The single instance below represents commissions
 
postponed because of the non-utilization of a line of credit of
 
$U.S. 100,000 which will be utilized during 1973.
 

Borrower 	 Amount Term Commission
 

A. Nitroquimica Paraguaya,S.A. $4,o00 180 days* Commission
 

*Identifies those rescheduled loans cancelled (repaid) as of
 
March 30, 1973.
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CONDESA'S PROJECT IDENTIFICATION AND PROMOTION ACTIVITIES 

COMDEA's system of Project Identification and Promotion consists 
of five major subsections: 

1) System or Network of Intercommunication; 2) Conferences; 
3) Informational Brochures; 4) "Field Trips" by COMDESA's 
executives; 5) Feasibility Studies Activities. 

1. 	 System or Network of Intercommunication 

COMDESA believes that, in order for COMDEBA to establish such 
a system with the principal sources of developmental projects 
in the Paraguayan private sector, she must first maintain 
accessible channels of information.
 

COMDESA submits that the best channels of such information in 
the 	context of Paraguay come about through the daily contacts
 
made between its Directors and Executive Staff with the people 
who guide and direct the productive activities and the so-called 
"living forces" of the economic world. 

Notwithstanding the above, with the objective of systematizing 
and maintaining a permanent source of pertinent information to 
assist in project identification and promotion, COMDESA's
 
Management has implemented the following administrative in­
structions:
 

a) 	maintain up to date the subscription and files of all the
 
magazines and publications published in Paraguay which
 
concern productive activities and economic and financial
 
questions, such as:
 

-Statistical Bulletins and other publications of the Central
 
Bank.
 

-Publications of the Technical Secretariat of Planificaci6n. 
-Publications of CEPEX (Export Promotion Center). 
-Publications of the Development and Productivity Center. 
-Publications of the National Institute of Technology and 
Normalization. 

-Informational Magazine of the Paraguayan industrial Union. 
-Informational Magazine of the Federation of Industrial and 
Commercial Producers.
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b) 	 Daily review of local press publications: W La Tribuna 
and Patria; clipping all articles of interest to COMDESA 
for placement in its files, alfabetically and chronologi­
cally organized. 

c) 	 Initiate subscriptions to the following foreign publications: 
-Statistical reports and monographs of the IMF, IBRD, BID, etc. 
-Publications of ALILE (Latin American Association of Develop­
ment Finance Institutions). 

-Business Week Magazine. 
-International Management Magazine. 
-Revistas and Peri6dicos (Argentine publication). 
-Anlisis. 
-El Correo Comercial.
 
-Mercado.
 

More directly, the System of Intercommunication. as such, functions 
through permanent contacts, of an official and institutional 
character at the management level with the following organizations 
specializing in the identification of productive initiatives: 

a) Department of Economic Studies of the Central Bank. 

b) Department of Economic Studies of the Banco Nacional de Fomento. 

c) Technical Secretar!nt 
of the Republic. 

of Planificaci 6 n , office of the President 

d) CEPEX, Export, Promotion Center.
 

e) INTN, National Institute of Technology and Norralization.
 

f) CDP: Dve].oxnint and Productivity Center.
 

g) Ministries of'Economic Sector: Hacienda, Commerce, Public
 
Works and AgrIculture. 

h) Economic Dcpartments of both universities. 

i) CEPADF.9 (FarewAgyan Center for Development Studies). 

j) Labor UnJ.ons of the Productive Sector: FEPRINCO (Paraguayan 
Federation of Production, Industry and Commerce). 
Industrial Union; Rural Association, National Agr. cultural 
Society and Financiera Rural.
 

k) Commercial banks (shareholders in COMDEBA).
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'N ~'/'N 'N'~N' . N Conferences2 
'N 

-CDW a policy inths ars isth o4ig tobprsn
at'' all:U.J national or. ne*i. slmetngcelcono6iiiidw-ith Issu.. inovd wih rNoOnomic.:eotozs of 

N~ '~N~ n i erest tO CVZ8, iIitsd, oi'acces6s apn
information"On OOI4DSA' role'and nothods of1-operaO 

3. Informtional Brochures.on 00WpMA .. 

1971 and to-date bag issued the followng: 

'fi 

W~~ 

'N'ri 

ding'~N" 

-"MESA at the Service of thie Creative Force of ftwsguay',N Two editions have been Published NAndistributed widely',.. 
.*11ODUBA " the Private Sector and National Development" aslo 
widely distributed. 

-'"COMMU ­ the First fi1ght Mionths," &' brochur'e 'with narrtive 
Publshedon the occasion of the Rural MepOsition of 1h ndistributed to the public, 

'N ­-"CONDEBA First Annual Report", published in 1972 AnMI 
containing, in addition to the first balance shest and expla.nations) narrative sections on 00I6)UAs organization andcredit policies.* 1,00 copies woerinted And distributed 

... .'widely, not Only to shareholders. 

"OONEGASecnd nm~lReprtnowa in preparation, aintainingand amplifying the inforative tradition of the first annualreport, in terms Of OmPhAlii* the obJectives 'and policies ofOO0DRIA. 


To effect the distribution and dissMination of these amd new 
' 

publications com~0UA maintains an &Wple militng list of "auto.ridadso," shareholders, economic Wn bank~ mnagers, repessnttvesof business firmetc. Ths list Includes names mnd address bothOutside of and within Paraguayr.N 

Finally,
N' ~~for thO Annual Budget contains Provisions 0funds for "Publicityf and pramotio. 4 ad3042 

, i~~ 

!I~ IevilNN N 
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,is.. -.. ,poit in th i s regard.tat sghas concerned 

~roject Identlification and Deelopment. Reference wasi made' (point I.,: above) t the numerous ientities in Paauywhich, are)tto greater or lesse degree, )also iactive inivarious facets 

. produce ;feasibility studies o:n tlheir own initiative or at request 

~~require inancing of the kind available almost" exclusively fromcomDMA. 

ALU imetechnician producina feasiiliy e for in­es 
dustrial and ago-industrial projects.anchnician to its staffto perform similar type studies.It .plans to add anotherThe 
isuto workseA' osel.wth elements 

as relt of the private sector and,a , there is a high degree of probability that severalprojects will reach the iplementation stageas a result of its 
dentification and promotion efforts. 
o.Centrh de Dearroeo y Productivda :dThis institution, in 

conjunction with the Georgia Institute of Technologyelaborating eight feasibility studies forwhich entrepreneurs 
haveeqen identafied. The Centr 

.is presently 
ltogetheri and COvDleA haveand COMDESA presenl worked closelyhas a contract with the Centrfor a particulr tud oncerni a marble proect. The proectitself is in an advanced staff contracts been sie Thesimidevelopent of cl etraction process and the physical pctequ andent, Intaddition five new rojeotsowillbe developed overthe next wlrea thes. iTo-datm the Centro has realized studies 

a Pfor 19nrojeets; ODol A dhas tiiated inte fiat in ofthree of them. likelehogdThere is he ut oTehlothatCOMDESApate in the financig of motrentr rojects itn the 
prie

hdevlo omte uture.oand theeof c extraction hsialpproessa 
 the ntn 
fod 1objects; CoH--DES wihaprios t intr thoe'finan ing
ie. is inanadvancedstagepatentinl bhenfianinfof c..ontrac havingmoereproetsprcdint en ine ..the futre.sinfor 
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of InvestmentIncentive Law 216.cussionsy In the coursethe need for and of these dis­sources of additional financingas as welltechnical assistanceof and refer frequently arises.to COMDESA as a source These offices knowfor these(COMDESAs ninds and services.System of Intercommunication).
4. industrial Union and thePaKrAyanFederationoftin._ 
 austr: 


includes a great proprio 
Membership in these entities 

Paraguay, many of the entrepreneurial talent inof whom areassistance from a 
potential new investors who will needsource as COMDESA.zations are fully aware 

such Both of these organi­of COMDESA and its functions. 



FU,, -,hn i3n. -:DuoLiJAi NL Ai U < Dki.JPI&NT AVAILABLE IN OFFICIAL BANKS 

Bank 
 Sources 
 Loan No. 
 Parrose la.iMUM Interest
Term Original UncommittedIneet Amount Balance
(12/31/72) 

kUALAL 5ZZT0R 
 AGRIC6IX2UR,
ND L V.%TUCK 

I. BCP IDA±/ 
 E6-PA 
 Cattle 

2. BCP IDA_/ 12 7,500,000
156-PA -Cattle 


4,300,000
4. BCP Banco2-PA 
12 106,470


Cattle 12 4,300,000 4,300,000 

del Brasil:/ 
-/ Cattle 
 10 rachin. 

5. BNF 6anco de la 
 3 input 7% 1,000,000 955,270

Naci6n Argentina 
 Livestock 
 6 cat . 7,000,000 

Sub-Total Agriculture/ 
livestock 
............... 
12,079,231


1U.tAL 
brCT - AGtLICULTU 
1. BNF AIDht.-L-012 Aricukture
2. i3NF BANK 7 ears __ Agricuiure 10% 9,000,000 3,089,071
5 years 9%
3. NF jID_/ 3,000,000 464,603295-bF-ph Crcuiture-oMa1l Farmers 1-10 years 
 10% 8,000,000 
 4,578.076
 

Sub-Total Agriculture/ 
LJJUO.T1-&AI CT. 

Livestock Development-- 8,131,750

1. 3NF Kreditanstalt _- lndustri 

2. 8 years 9ZJiNF SIfy_/ 3,278,70097-SF-PR 296,061Pre-investment 


5 years
3. zNF iID / 9% 700,000 293,0232 1l-<sF-PH Industry and Tourism 
 10 years
4. 61%F kreditanstait 10% 4,000,000 1,738,714
(3rd Agreement) industr 

8 years 
 9% 2,732,240 2 1 2 4 , , 7 U.l.­

Sub-Total Industry
................. 
 4,452,5...2 
:Aisk of z.xcriarige taken o , 

TOTAL: ................ 24,663,525Z 
-ource: Central Jank of ?araguay: zxternal beOt - Lxecution of Loan. -.
 

As of 1_, i 72. 

H 
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.IST OF APPLICATIONS UNDER CONSIDERATION BY COMDESA
 

(in thousand U.S. dollars)
 

,COMDESA
 
Financing Required


Applicant Type of Project Proj.Cost 
 U.S. Local Cy. Total
 

1. TALVIX S.A. Pilot-Feed Lot 	 500 50 150 200
 
2. FRIGOSA 2 proj. Pork meat processing
 

Plant 
 300 120 30 
 150
3. Ag. Coops 2 proj. Pork meat processing 300 120 30 150
 
4. Ag. Coops 4 proj. PoulW 
 400 -- 200 200
5. Vicente Valdez V. Modular housing-study 18 	 145 	 G
 
6. Diaz Espada Paper products 	 700 100 100 206
7. FINAP Plywood & Pressed wood 16,000 200 	 200
8. 4 projects Saw mills 800 	 --200 	 200
9. SAF Krauch & Co. Essential oils 	 100 20 30 50 

10. EXIASA 	 Mandioca Pillets plant 260 80 100 180 
I!. ADITARDO Vasquez Coconut Cii Soap plant 100 -- 50 5032. 14projects Mint ess-,ential oil 100 -- 0 50
13. 2 	projects T. and C. Fruit Co. 
 1,500 200 200 't0 
14. 1 	 project Yeast production 200 60 	 100 
15. FOLIPAR S.A. Synthetic fabrics 100 -- 5) 50
16. Pilas Paraguayas Patteries 
 800 10 	 2C) 	 200
17. JANANECER S.A. Paint, & varnishes 160 20 6o 80
1-8. PARACS1A Auto 'a( ttrie 200 30 7') 100 
1-9. ZACUR WA.Ril: & GRANITE, 1,000 100 1iK 200
20. 1 	 project Glass containers 1,000 100 100 200
21. KIHON L).A. Foods fuffs; 	 4OO 60 140 20(
22. ZucoliLlo Enterp. Cement Plant I,000 	 --200 	 200
 
23. PAMPA S.A. Agricultural Servicer 200 200 --- 200
24. 5 	projects Mint production 300 -- 200 200 
25. 	Cia. Paraguaya 

de Barcazas Bargeo 5, 000 200 -- 120 
26. 3 	projects River boats 100 -- O
27. Tourism 
 100 rms. Hotel Guaira 	 100500 	 100 200
 
28. Tourism 100 r m. Hotel Yaciereta 500 100 100 20
29. Tourism Religious Site-Guayaqui 200 20 60 100 

TOTAL 35,838 2,385 2,134 4,5J) 
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B0f2TIAL PkhuJiCTS FOR FINANCING BY CODIESA 

(Under Study and Development by Centro de Desarrollo y Productividad)
 

Total Investment
 

Estimate
 
1. Lime Project 
 (Colonia kizza) Concepci6n $ 300,000
 
2. Lime Project 
 (Colonia Itacupumi) Concepci6n $ 348,000
 
3. 	 Solvent Extraction 

Plant-boybeans Zona 	Central 
 $ 548,000
 
4. 	Oil Extraction Plant
 

(Coconut & Soybeans) 6an Juan dautinta, lisiunes $ 360,000
 
5. wvood kiln Dryer Caaguaz6 
 $ 160,00
 
6. wood kiln Dryer Puerto Pte. btroessner 4 400,U00
 
7. Oil Extraction Plant 
 Pedro ,Juan Caballero 	 4 360,Th. 
8. 	 anioc Processing Plant Concepci6r. 
 50,000 
9. bone iHcnd,ring Plant 
 360,000 

TOTAL INVSTMhNT R11UIrLD $ ,9T6, C"XI 



UNi AASIYED 
AID-DLC/P-1087 
ANNEX VII 
Exhibit 1 
Page 1 of 7SEEM I= QID ( May 24, 1973
 

Mesrs, President and Members of the Doard of Directors of COpa~ia
 

Paraguaya do Desarrollo B.A, (COCDW).
 

Ve have exemined the Dlance Sheet and the Statement of Profit
 

and Loss of Companla Paraguay& do Desarrollo 8.A. (COMDUA) to December 

31. 1972. 
Our audit was carried out in accordance with generally accepted
 

audit 
 wroe and included partial verifications of the accounting books,
 

kept ita accordance with present legal provisions and other audit
 

procedures which wo consider necessary in these circwustances.
 

In our opinion, the present Balance Sheet and Statement of Profit
 

and Loss reasonably shove the financial situation of Conmjia Paraguaya 

de Desarrollo B.A. (OCHMDA) to December 31, 1972 end the rwults of its 

operations for that year, in accordanco vith generally accepted accounting 

principles uniformly applied to the operations of the preceding year.
 

Asuncion, March 13. 1973 

Ilartenisk,/t/ Logspe Co.4 
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902MA MMWIuuaAamuoI SA. (Now) 
OFNM Am A! 91 3L 1972 

Short Term 
Ca2 


6 169.63Banka, Current. Account 53,247Banks, Other Deposits _1,154 

Loans and lrsetments 
2,713,129Discounted Bills Placements- 14,550

Pre-ln ewnt Loans 
 22335
-OM A's Own Funds 19,047

-GOP Funds (PL 480) 3,287


DeveLopment Loans (includes 1.784,029 
at 1on term) 2;4580946

- 0DM' a own lunm 856,502

-AID Fundo 1.2289872
 
-GOP Funds (FL 480) 37371
 

Interest and Commissions EaruneI. but
not Collected 
 88,581
AdvAnce, to Sub-Borrowers 26t297
 
Credits in Judicial Recovery 4200"
Advame, for Loans in Process 34.116

Other Credita 
 8,342
 
Fees to be Collected
 

Iuvestments (Note A) 
31.746
Operating Shares 


7o936
Ron-Operating Sharen -23,809 

fixed Moe~ (n~ote 1a)
Furniturn tod Utensils 70,776

157563
Office EqUipmAt 

390785
Equipment (Various) 

50863


Fiuturea 

Library 35,273
 

1,190

lquiPsez ard Knter4 al in Transit0 

Other Aesotne 

104,609
1xpe nane aid in Advanca 10977


Organisation Hxpenses (Net of Accumulated 
 1,977mortiations by 47,251) (Note C) 
 87g72
Technical Aswistane 
axponse. (Net of acmmlatod

amortisations by 3,o20)(Note C) 14,880 

Total Assets 3,089,899
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I Awt as of -Rafer31, 1972 (aomt.) -2-

Liabilities 

.4.6
Short Tom 10940s868

Zuterest Ixpea.s 
27,351
GOP Loan (IA 480) 
20,000
Other Short Term Loma 


Creditors - Varoums 180730
 
Provision for 13931
social raEpene.
Provision for Taxes a44
 
Provision for xpensea 22,835
 

6,115
 

S. Term (Note 8)
GOP Loan (PL 480)
AID Loan 365,000
 

1,326,059
 

10691.059
 

Reserva gnp IABQMM63,390for farevlta 
Roserva for Credits in ,650Procees of Collection 793
Reserv for 1.O.V. and Bad Debts

Section 5.02(f) 
1765
 

AID Contract 
 (N0oteAccumulated Depreclation-Fixed W)Assets (Note 5) 10,181
-Furniture 

2.887-Off/ca Hqutipment 
4,900-8quipmvnt, Other-Fixturoy 1,133
1,026

-LibrAry233 

- MA.L!_~ EqltITyPatd-in Capital
Locgal Reserve (11ote F) 110,000. 1,056,412
10000

UncowraiIttod Surplus
Profit (Loi&) 1972 4'62 

31.720
 

Interoet Rocoivd, not yet Earned 29.227
 

TOTAL LIABILITI AND NET WM 3,089,899 
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uT*!UMI OF DhII AM MM
 
For Period JuaMry 1L 19Th 
 to - e. r 31. 972 

EM329.473
Interest eM Comimions 310,080
 

Other Operating Income 19,392 

16 
 226.571
 
Interest and Comiusions laid 49,050Salaries and Social expeoges 566379
Directors r. 12g680

Honorariums - Profesuionals 
 10,701
General Expenses 34s613Depreciation of Fixed Assets (Note B) 6,767
Reserve - Section 5.02(f) (Note 3) 50,263
Tax on Paid-in Capital 6.118 

Operatin8 Income 102,106 
Other Incrmi - Dividends 471 471 

102,577
 
Other Nxpnut *, 

31,762
Amortiz;,,.oa of Organizational Expenses

and Techn iul Assistance (Note C) 31n762
 

Karninge Before Taxos :79815 

Provision for Income Tax 19,095 

UT REULT 51,720 

http:Amortiz;,,.oa
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A' IW"bwt are appaised at cost. 
It The Fixed Assets are appraissed at acquisition cost and their 

depreciation Is Charged to results by the straight line or constant 
Installmmt syatw, so that the cost be totally absorbed by the end of 

its estimated life. 
Depreciation of the year charged to results was Os.852,723. 
Accumlated depreciations are shomn ong non-callable liabilities 
in order to comply vith legal regulations in force in Paraiuay. 

WTl C: Deferred char 8 e3 are composed of the following, 

Technical 
mIl~eaTotal 

Cost 

Period ofUtili ation 

8tarting Date 

Ankual A o.tization 

Acuamlated Amnrtim. 

Met Worth 

MU-Sz Lcunounr .1n "Giog 

0s.29343,600 

5 years 


1-1-72 


468,720 


468,720 


1.874,880 


owbmie arG converted 
ratc, o? ($.126 por U.B. dollar, prevailing 

4.17,006,e99 s. 19,350,589 

5 years .. 

1-4-71
 

3,533,415 
 40002,135 

5.950,235 60418,95S 

11,056,754 12.931,634 

into aranies at the exchange 

on Deember 31, 1972. 
jL Lomw Term Debt to December 31, 1972 excluding the portion to be paid 

durins -- t year, are detailed as follows3 
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1) 	 Loan from the National Germnt (PL-480) rep yamb, 

after a one-year grace period, a from the reception 

of the funds, in si-sraml inotallsents of 0s.630,OO0D 

as from January 14, 19%4 to January 22, 1992. vith the 

following annual maturity dates: February 11 -

August i1 and January 14 - July 14. Interest earned 

from this loan is 6% a year on the balance, payable 

with the amortization installments. is.45,990,000 

2) AID Loan - U.S.A. repayable in thirty-one semi-amnual 

installments, The maturity date of the first install­

ment to May 24, 1976, payable in U.B. dollars. The 

interest rate is 2% a year on balances up to April 

20, 1976, and from then on until final payments, 

3% a year payable in smi-anm ual installments due. On.167,083,479 

Totalz 0s.213.073.479 

NOTE F: In 	order to comply with legal provisions, the Firm will have to
 

earmark 2% of its net earnings for a Legal Reserve Account, until 

this reaches 10% of the capital. At this time, this amount should 

be estimtod on the net results of the year plus the adjustment of 

the reoultn of the year 1971 mentioned in Note G. Therefore, the 

amount to bo carmarked for that purpose is Os.142,083. 

IM.Q: Due to the error in estimating the taxable income for 1971, the sount 

earmarked for that year was overestimated. Due to this fact and using 

the adjustment function, the maunt of accumulated earnings tonDeceamber 

31, 1971 is modified by Increasing the profit for that year in the 

mount Os.187,412. 
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W3.
jg The folloving limitatmns Are coutalued in the Agrement signed 

viUt AID-.UM,
 
a) According to Section 5. 02(a) of the Agrement, the irms shall 

not Incur in loan indebtednus in eeass of
any 

the equivalent 

of one million U.S. dollara;
 
b) According 
 to Section 5.02(c) and (d) of the Agreemntp 'he Firm 

Shall not declares distribute or pay any dividends on any shares 
of any class of stock of the Firm, euceedinZ twelve (12) percent 
annually of paid-in capitali likewiae, it shall not declare aby
d&yIdends uhich exceed earnings during the s"me period.
 

a) According 
 to Suction 5.02(f) end (g) of the Agreement, the Firm 
shall establish and maintain a bad debt and foreign exchange
 
reserve of not lean than 2% per annum on its entire sub-loan and 

investment portfolio;
 
The amount of this reserve shall be maintained in liquid easets. 
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G0I4AJ4A P CUMDSA) 
 ZHL S.*A. 

Ckourgativ 0alanca Sheet Fiaureg 

1971 
 1972
 

Short erm 
369,585 169,638Cash 

Banks, Current Account 1,031 23,236 
banks, 8,0198Other Deposits 55,247

439,720 91,154Ioang and nvestment 
-1528.77 2 713 12cbills Discounted 

29,1OO 14,550
Pre-Investient Loans 1 - 22335
-CUMDESA's Funds 

-GOP Funds (PL 480) 19,047
 
Development Loans 3,287


1 391.66 2.458 96-COMESA's Funds 
477,824-AID Funds 856,502
 
522,416 1,228,872
-GOP39428 373,571Interest and Commissions Earned 30,26 88,581but Uncollected


Advances to, expenses for, Sub-borrowers 
 11,946
Credits in 26,297process of recovery-Directly 2,149 -Credits in process of recovery-Judicial 

- 42,092


Other Credits 12600 8,342Advances for loans in process
Fees to be collected ,342 

17,857
 
ULventetn &-. 

31 6 1, 4Operating InvestmentsNon-Operating Investments 
 7,936 
 7,93623,809 
 23,809
 

Furniture and Utensils 
13309Office Equipment 15,563
 

Equipment (Various) 1,220 399785
 
5,4j.0Fixtures 5,863 

Library 4,994 5,273
 
bEquipment and laterial in ,145 1,190
Transit 17,345 3,099 

OTHM TS 109,661. 104.609Interest paid in Advance 

-Insurance paid in Advance 555
 

Organization Expenses 968 601

106.312 87.752 



i4 

A+r1*t 

FesfrTechnical 

2easeco 

Assistance< 

Of 

<. & j 1 ITj N 14 "THh. 

IterestMxpenses iue 

,redit.rs. -Various 
Preeeienfor Social Xxpenses
Provision for Taxes 

Provision for Epmnses 
Loan -Bakof America 
Ion ankof Asunci4n 

oo 
23# 

5W 

so1 
* . .. 

330 
2422el. 

,5. 

-

.. 

AIDO~loaniWOD)*5 
Other 14Abijjj&0s 

Reserve for farewells6
Reserve for Credits in process of Collection 
Acumulated IDepreiAtion-Fxed, Assets 
-Furniture 
-Office squipmt
-iEquiaent, Other 
-Fixtures, -Library 
Reev o 14.U.V. and bad Debts 

LTQCKH0LOE1W ~j6jTX MHAT AM 
P'aid-in Caipital
Subscribed Capital 

14553 6hareholders 
Legal Reserve 
Results of Fiscal Year 
Results of Prior Fiscal Year (1971)

(fte Attached notes) 
!L MMi a ,+'~AIO ,, I : + + '::,- +i . + + 

90$ IJ #01 

9 I MQ5 
&.11 6.1 

Aul 1L 
1#3e0p 

4- 100. 

A 

QR~da 
wowi Z,0=8=@

I0e 1eWQLpO 
8,­

3 
09 

. _l 

Inte rest Re.ceived$ not yet emned A4 

TOL AI 

TOTAL tePIm&-­
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f r od Lkm~ary 1, 1972 to D er 3L 1972 

Interet amd Cominisios 

Other Oprating Inomm 
31000 

3M.L 

Xi 01 " oil226 
Interest and Co-mmte1ous PaidSalaries ad social Rvpme. 
Directors *eee 
fhtaoraritz - Profesioals(;euerlaa10.701General lupenhog
DepCcatIon of Fixod Assets (Note 5)Reserve - nectiou 5.02(f) (Note 1)
Taxon ?aid-in Cita1 

Operatina Incomo 

Other fncoma .. Dividendo 

49g050 
569.39
1 6 8o 
100701 

34.61.3 
6.767 

50,263 

.471 

571 

102,106 

471 

0Oth ur Ilp cr,n
Amort~rt 

"~AdJT'hpc 

.io.f, Organisetion"l Xxpensa 

1 Anclitarnce (Not* C) 3.i 

102,577 

1, 76231,762 

Provivfou for Irumo TS 
19c095 

IrT R.UWT 51,720 
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Shore-terM. LiaUid Asseto. Cash and liquid resources amounted to
 
199947 loess at the and of 1972 than 1971. 
 This difference in short­term liquid assets should be considered in Cmupaison with-figures
shwing the average amount of these assets available forthe n
year*In 1972, the average was *221,000, against $300,000 for 1971. Thereduction in the amount for 1972 was the result of two main factors: t' 

a more dynamic control of resources; an a tmpora7 halt bAIin disbursing AID Quaranjoalmn funds to C0)I)UA until OOMDESA rcie

the last remaining paents of its subscrid cadpital 
 stock. 

e 

portfolio increased by $i,67277 over 1971. Almost all of this

increase was covered kV resources from the AID loan since 


n AdIAvetm ents. A 1972h,04orA's "Development loan" 

bCOD1As own capital and resources of the OPPL 480 loan were fully utilized
in 1971. However, CIESA did not achieve in 1972 the level of
activity which its management set for it in their program; for 1972
 
as 
approved by the Board of Directors. This program ontemplatedoumitting $1.0 million in dollars, and $1.4 million in Gua~ranies
during the year. The shortfall is due, in (XMESA's opinion,the slow movement of dollar loans used 

to 
to finance the importation ofcapital goode, and the tem-porary inability, noted above, to obtainadditional AID-Guaraniee until CONDEBA's subscribed capital was fully

paid-in. 

N a m oq&Mj there was no change for 1972. The two investments represe in this section are:, $7936 in shares in Tacur.-Py., alumber-sowmill, operation, adquired by COMMDA as a fee for technicalassistance rendered to the reorganization of that firm; $23,809 inshares of the banco Paraguao de Cohercios an investntx~d by.COMDE8A in its, first few nonths of activity as recognition of the
need to keep all its available resources fully productive. ONDESFA
Plans to liquidate these shares in the near future, when market
conditions are likely to be more favorable.
 

The increase in 1972 in FixedAsset~s amounted to $19,291, correspond­ing to the final figures for value- adopted for imported officemachines'and equipment which in IM7 ramained "in transit' awaitinga dagision by the National Govern anrequestmen to lift customsaduties on these items. 

Under Qghrgeeflia Organization Expenses continued to be amortizedfrom their initiai total of $335,000. A similar amortization isbeing implenonted for Technical Assistance expenses gene rated in 1972. 
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B. 

* Short~ezm I~ ab 24t~es.increased by In 1972, ouM~)&A' * short-t zu l iabi.Utiere than a !a thre. -hs i - 'cra-wa- d t .,6~ 

a) larger sums owed for inte an yPaduAI>:i
* ~ loans; b) a pro i s four times larger in 197paid-ein capital and yearly profits; , f r t x s o0) two $800 loaesfon oa 

banks at short term, to enable O0tSA to roieti t o at mdur cl
the Period when AID Guaranies loan funds were held bak. 

loana i rovb ea o~n.on p,a.•od it 

MaOrA fes de incrse ta IW wae r e concentrated
Sin arS2, aincrea Te in reaeee offredlts eatthe constitution of the ft.O.V. nu; bof)-Bad Debt Reserve required by Sectione 2foteipoja~ (Not les than2%p.a. on itetire subloan and investmentpotli. 

Pato of te rt huThei( k1. ert ad _ increase in this sectio nfor 1972 reflects twoincrease infavorable uet thseanin points: the receiptoroh1972of wascapitaloancaforrateatorttmattonthe outstanding of fixed assets, and; b)shares of subscribed stockj the Net Profit earnedtheby
5i0

onNIESAp
(a)of AIl oan agrierme...t­after deductions for income tax and legal reserve. 

In .1972# CO)JDESA regstre
invst~~Pativt of thnrae 

an increase in Operating Income ofwasinvestmt due to the growth of the loan-
More a ies thacompany which increaed byimportantly for 0014)BA, 7L over 1971.operational. comissions rose in 1972,162% above the 1971 level. Thin increas was due to the adoptic2 andcharge of the systemi of comaission called 2&Nogocacidn y Cierre) (Co1!dsi6n-Estudio..which consists in lowering theon loans in exchange for the initial and 

rate of interest 
.VI one time commission charge oflevied against the azmuntapproach io indispensable of the credit. COMESA believesto its operations in thislight of the expensesOWDIZA must bear in stucdyingp reviewing and making the loan (before
the loan begins to produce significant Interest p~mgats) endp
light of the contractual obligation inith AID to establish the M.O.V,-Bad Debt., reserve of 2%in the same moment of mntering each new operationin its portfolio.
 

. Reflects 
 an increase in 1972 due tofoe A'. .. earningfor aervioso as a "financial agent", for example with avales andguaranties, as well as for special studies and other services.
 
MMO 0 Th increase 

Oin Interet

A j:i+ uue o.Vlable : : AndC2M&Iseicn reflects greater.resorces. 
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For -laie2gad 8ooial XDoTQnse, the figure for 1972 is higher because 
it includes sa~aries for the General Manager and the Technical Director, 
which posts in 1971 were being filled by experts, classified as Technical 
Assistance support, and paid with funds included under Organizational
 
Lxpenose now being amortized. 

EMWM before Re.urves jad TaZ. These figures reflect the significant 
increase achieved in OperatiA Income, which grew at a far greater rate 
than did hxpmep.
 

Ingge TIE. In 1971, COD1E3A provided for an estimated Inoome Tax 
liability of $5,'38. A close examination of the Tax Law applicable to 
COMDESA in that period resulted in a determination that COIDESA'e 1/71 
profit was not subject to income taxes. In another area, COMkiZA thus
 
took $1,064 from the $5,738 to make up the shortage, and transferred the
 
remainder, $4,662, to the Balance for 1972 as retained earnings from 1971.
 

Mgt PFm&. The figure for 1972, representing a total of 22 monthe of 
operation, oorresponds to a return of 5.17% on paid-in capital. 
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IBEGINNING BALANCE 1976 1978 7SB
Cash in Banks

galanc. inic 
 a Fndas diaponiblee C4 B 
 " 
 ' 
 1J.I0J
 
. 

- Vd..b0Wo Goa.In Local Banks Do . Ilocal .
S b) Time Deposits -Dep6sitoo a plaza 91. 
 1~ 1I 11 ­
a) Loan runds frm AID - Fod. 1adoAI
d) Loan Funds from Other Source. 
 - Fondoo Otron Fuentes ~ 

TotalCash in Dank .- Total C aen .anco. 303,4'1.443.5 
 519.5 732.1IIU.-RECEIPTSII - INORESOS. 4745 31TAI I . d 
 . T i, I 

a) Capital Paid-In ­ do capital (ton. &o)8

b) AID Loan -I Convenio AID 1 ,otegraci-n 

.. 
 -. " -. O7O Ot 
) AID Loan 2 - Conven AID 2to t.00.0 L -- 92.p 70.0
 
d) Other Loans - Otro. Pristasos ADELA 
 m..
 

e) Collection from Sub-Loans 
 Recupersclim- (P'rincipal) 
 U 4401728 1~.
Interests ,8.

(Intero...) 
 38P7.11 
 S. 2.?
M2.
f) Interet Collected on Time Depo .it.Inter.. (D'p. Plama- a.-

- .o 2 ,o0 , .
S) Di id ndn Received am quity old ga Divi4 od. &acn..i ­

h) Other Ince..(include "letofequity Inv@st.)- Otro. Iagr. 
 ;A n 
 104,R in_ 
 3.6 
TOTALTOit lo. I and To~tn acRecein11t-- a aeIOALT a .0!3.0 3, 71. .07.1. 4j * .7 87. 

4,303 
 49. .90
 
Ill.-
 -

a) Loans Graented -Cridito. cureadoa .ISBURSEMNTS 
A.4.52011-3 "LrO"SO.257?*9 2467.2 
 Z.6,
.147,7
b) Equity Inve. t .t - Inersion o i, intnr 

-t - '"=is+C) Amortization AID Loan 1 - Amortizact~n Conv*anlo AID 1 

d) Intoeret Id. 

.. 
0
 * 84.9 17.01 

-lntero t4. 

) Amortization Other 7o04 65.3
Loan. Amortizactdn Otroo Pr.stasoe 2Z0.0 ­ 270.0 5?.0
f) IntereAt Id. - t-A 

W.0 - 570.0 220.0 
g) Amortization -'h "24.MAID Loan 2 - Aoortizaci6n Convenic AID 2 .­
b) Interest Id. - Interi. td. 

- *.- -- ; 8.0 

1) Operating Expense* P,2.5c96.- Gasto.de aperaoP

4)EqUipment Purchases (assets) Adquisltiones Equipo 1
 

k) Organization
. onse. 
-
Ganto,do orga lzacdla
1) Technical Aaistance - Aetatencia tscnica 4.a) Iaco.. Tax 2.5- ..A 1A Rnta
a) Other inburaevento 1i 41 'MpI$4t0 6- Otroo bomemoaoso i1 1r 
t 


Total leburagmsntg Dfatiboleoo totalteg 
6 4
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 6I
g0 6 01. 6,0 6.01b) Time Deposi t s - - Iepelt.aItl:.. 

00 4
a) Loam. runde from AID - tondos AID I. 2-100 1~.I1 * . 
-, .0 

. en -. . - ,- - -r . 
d) Loa n 

Total 
-
Canh 
u dm 

In 
rom 

Bnko, 
Ot h er. - Foa d ee ra ,Ot 

* I - -

-­

- o.1 e~ke *0 rend. 
 33).4 W6193 
 859,7 6F4.
ve- 21IIDENwp -DTVIDWOa i 196.4 48.
 
V~-j)A CAOOkA - BALA14CE FINAL D1 CAJA
 

a) In Local Danks 
 En Baaeo locaesa. 

t nLb) Time Deposits oep4 .itos A plaza o
 

aLoant rtaia from AID 
 - Fond,. AID dispoethles 

0 2 0 . ­4) Loam ruad. from others - j16Facng Okras Fucatee diapoatbles
 

-s -0 ~Is.AIbIsh L a o a o b ,~ di14
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Copni Paraguaya de Desarollo 
(COHDESA) 

March 26 17
 

E hr Cash Flowottim n soe io17378
 

I-a)--These figures correspond to amounts placed by COMDESA 

The
folwn 
 oentsacorreso
 nd o the reseciv
reguar l ientrOiesof
sigt dpost"accounts in local banks.
"tt rojecton:e" the respec.i,,capiCorrespondto 


The folloplingsCof in 
echnilo 


I-b)--Refers to time deposits and/or savings deposits in Paraguayan
 
ye. lin entrie ..of, :
Banks.
 

I-c0-This refers 
to that portion of the AID funds for which CONDESA
 
has opened Letters of Commitment, in dollars, in foreign banks
and against whose total availabilities have not yet been sub­mitted receipts from the suppliers of "capital goods" or
"technical assistance".
 

I-d)--No entries have been recorded in this line because CONDESA
assumed that "loans from other sources" are 'going to be
delivered directly to COHD)ESA and will be accredited to
COMBESA's regular bank accounts. 
 (The only instance in
which COHDESA would record ent3ies in this line would be
when COMDESA obtained overdrafts.)
 
II-a)--Refers to cash which COMDESA expects 
to received from the
payment of capital for new share subscriptions.
 
I-b) and c)--Refers to 
the expected disbursements of AID funds.
 

II-e)--(second 
 line) - Where the Cash Flow outline refers to Interest.,
.the respective entires combine Interest and Commissions.'
III-e)--In the case of Bank Lines of Credit, COMDESA assumed that these 

;'i
 

would be amortizod in the same year that they were obtained,
without prejudice to the obtaining of new lines of credit for
amounts determined later, in the following year.

III-J) 
-Th amortiato feqimn acquired with paymnt deferredland the value of equipment acquired with cash, are included in
the entry for Operating Expenses; therefore, no entire, were
placed here. 


a 
 .......
 a
 

++.-:++
g++ +, 

a. .. a1l+:-

I 451 
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19 1973 1974 
6 1977C19 
 ' 
 33..23300
& 3 63 3 212 ,Bank., Curr~at Account 23,2 0,4 004 06Lan, 3 -9Depgt 91,5 300,0 230,0 391,0 
 190,0
Lo-'ead tB11 n 27131 51941 6 463 7 76614Pre"Izy..twitL. 8 9355 8 831 0Di cj ~u tl 4 ,5 ­222 - -_ 

7 2,"7 
DeGO/AI Fu d 19I1O A und-4as M, 19 1 19, 9 1 1 9 19.................,1
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Credits in Coleto 60,6 267,4 278,0 294,741. 9.. "60'6 60.6 60,6066,6
O hCredit :C l e ti ~ 60 60,^(,28,94'( )4nves tmento , 8 1,7 102 1 120,4 12 9,0Fees to Cbed..Co le td 134,2 14~17,)3 9,318,0 8.318.0 8.318.0 8,3 8,318,0, 


,' Opati Opernv1.Io ng -t.... 
,
 

7,9"l'7 331 7307, 9 357381 79 401-457- 9 507 9 -7Y. 5 9 55,. 9 
1,re7,'qOf-OParA'irw 307,9 337,9Portfolio I"vestDents 23.8 407.9 457,9 507,9(All. Aueroirked Items) 23,8 23,8 5157(5,242,4)(6 ­

2 Lb d Ap o at 
70#, 

0 
. 7o ,48 6 518 S1) (7.727,. 7)(8. 1227,70,9(,1)(6 4P , 5)(9,ooo , )

7 0 . 70 8 7 0 .8 7 0 . 8~i~Interest Oto se,104,6Paid in Advance 7 4
Inctirance 006Paid In Advance 0,60' gnliaLionaj ExpOr, nrnaton qj E;tpnnsea 87
 ___-Ak1,,:, Ahicrtlta n 28,0 28,0 31,7 
PO9 Te,:hIctil A fet~t et, -. 14. 1 1 

T ot n lp 
ooa. 3 090L3 4 236, 
 8 531 S4 5 A9 ­

5T 6, 95, 396,7 633 (212,9)5.672, 3. 197,3 

BEST AVJAILABLE COPY
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~AMIUA MY U Da3usLL B .A. (9riMONU.
RM3 amD 211inMZRS AM M eO& ONjA g 5TIM m 19 3-1978

1. For the Seneral orientation anCNmA yes 
of the statent, opSrMionmt ! policypresumed %hichwas forbased on the fOllowins d~etilons
 

a) the anual ploment during 
each fiscal year -in operating inqeoements in loom as well as(shares or debentures)resources - of all availablein the respective years according to the Wnounte indicatedin the Flow statemntj
 

b) the formation of 
a portfolio consisting primarily of Developmentmaintaini~ng Loans.a permanent sub-portfolioIestment Loans" for the of approxi~mately 0200,000fino in "Pre­ing of feuibility studies and otherexponsee rloatod to the preparation 'f projeets"
 
c) without aeffoctif the preferencia, 
 "ws ­givt. co Devlopment Loanswithin the portfolio, C)OMtA, be.3inning inmore 1973, Intends to giveemphasto to tho finaacing oi projecto promoted bythe subacription of eharos CONDUA throughin atock Companies.place 0300b000 in thi OMD xpects tomanner in 1973, with Q50,000 =pected to placeIn the oaae mannor in he following years.
 
d) A Dad-Debt loss of 0. 
 of total portfolio at the and of each fiscal
 

year uras Gsmd 
2. In addiion,, te followdnj norms ware adopted for the compilation of the
datm:
 

A. h2#p Avai.lab lo 

1. A-!DIt mjtnToa:lly disbursed by June 31. 1973.
 
2. AxU 2wi Lo:la To bo diaburced duringL~ioikbor, 1976. the period July, 1973, throughgive year graceo period; first repdue n 197,1. Votai ant of principallo u is 03.0 million; 75/23% Guaranion to Dollara. 
3. Rqd - te.1 Ircreased to 01.3 million b-, i 

19 751 '1h provslionGtuif:e o 02.0 mil1ion by 1978. 

. P i nitpro Cotitut~ed by ~g~reateifte " d emmatsctons of Not Profiftof dividrdo o 10% on the paid-in capital,bcganingni after coupletion of operationsAllwocee for fiscal year 1973.for stock dividends as appropriate.,tm etohioLdre (@UMOM plAMS to offerstock dividends, as an alternative 
cmd arptnto ADLA and the 

to cash dividado,local Sanka, as wallyartion of a a significanttho unall harsholder bass, to accept them). 
3. Iin, of ,reditj 


r. 
In 1973, to total 01.0 million comprised by creditsiaL= Banks, and maintained at or near that level through

1978. 



SUIIOASSIFJ 	 " 

.2-;
 

k~lrt 1i i 	 srosado 5 h 

1/%o e-hl Of the impac of the portolic si.th urent~-(-~ 

2,1TWO typeusOfcommissions wreears iulerade tots~;~~Y
ou1atthebcvMsm the nt i;st0# n theyear t Of~ 	 n 

approjct 0lo a sm which dose not cosjflct vithSSetion5*01(a) and Md) of the AID looIlaremt as OGIEDDA cdapensatesfor 	the CUNIC chaqe vith £ reduction Of interst collectedduring the &roe* period to fl for dollar loans and 9 1/2% forguarani lomns, (The 	 CUIC isS Ona~tins financial Comissioncharged to the tub-borrovr for the full r&4ge of servicesrendered by CMMXA to the 	sub-borrtoer in arraning the sub-credit) 
ii) fte Co113Jatfl13 There are camoissions or fees 	 which are chargedfor 	financial and professional services which CKINUA provides toits 	clients - whether or not they are loan clients of COMMUA - for 

I 
"financial or banking services". For cumplep when in the promo­tion 	and organization of a new 	project certain operations arerequired such as the purchase and/or sale of goods and assets,,financial or market antlysiss, assistance in formation of companiesaccording to laws In fore,,obtaining financing from other sources,etc., such conisions are applied as feee for GMSA's services. 
Income from these cciesione are calculated under "other OperatingIncome". 

-

ill) Profit from Operating Inivstmentai Includes Incomne from shares ordebentures, calculated at 5% anwally from sbaes.of firms with 	3years or more operating experience, and 71 from those which have 	5years or wore operational history. 

C. 	 Oerat1nabuenSeS 
_eneralAndMmlistrative 

1. 	 bkowtogi Calculated according to a 	yearly inerease of 5%of the total.A 	 Udioially, every two years an additional wloee of middle rangeskills with salary of 42,300 per 	year ts include In the calculations. 

2. 	 gjgao ol Ineluded In "General Mtpensts",. below. 

50 gs"I A e 

­

ieo For itms such as travl expenee, auditors fees,1 etc.a stale mount of, 010,000 vao'calculated, for oath year. The reaining
epneweecalculated-to increaseb710 yearly.-­

4* W kogs Asnoted aboves a ls mutrgt
folio 	outstanding at, end of ash year we .%o oa otinuliuded in the calculations. 

4 
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S. sfaI.smigi 

'at AID Lea.I 2% during grace period1 31 thereafter. 
nla AD om'2.1m * the tihLinedulrinog grce*period,, 41 *00reittL oftr of Credit fromer 41Uot1r used;acquired at a an. ankgssu 4-1/2

that theyntiliaain 
cO-t-f 9-1/2%annually, but that the 

are
Of these credits during avera eeach year will be no more thanhalf of each ucount. 

D. Rearva~g OtherDadu 
1. i bte of VA e IabltshedanDebt5 Resa 2Xat futgt , "abaj loan and invest...

2. - 7olio.!1
?axs Calculated at a stable rate.3. I C&culated on the basis of 10% cash (or stock) dividendof IoM--- completionIncome, ia consIdaeredof operationsas ire. for 1973.R asg Remainlyears calculation under Capital 
and included balancein the folloming 

4. 
and Net Worth accounts.

rofit.sharlnn: In accord withDirectors decisioand Executive of the Shareholdere 
followin Staff of COX)DEA may ti

percentage* against receive bonuses of the"Undisburued the fitureEarnings" (after Income 
prodtced each year forTax)tand Associates; 10% for the Directorsand 4% for the Executive Staff. 
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ANNEX VIII. 
Exhibit 1 

OORPANIA PARAGUAYA DE DESARROLLo S.A. (CORDESA) 	 Page 1 of 3 pagesis 
a financial institution
operating as a Private Development Bank. 
The 	main purpose of the Company,
as a Development Bank, is to contribute to the development of the different
productive sectors of the country by providing technical and financial
assistance. 
In 	this sense, it fosters the establishment, expansion or
modernization of firms which contribute to the economic development of
Paraguay and helps the entrepreneur with capital, through nmedium and long
term loans and through direct investments.
 

CHA1ACTMl16iUa,OF THE JANS
 

1. 	Sub-borrowers
 

Private firms or enterprises and persons.
 

2. 	Objective
 

Productive sectors of the country, related to economic development,
such as: cattle, agriculture, forestry, agro-industry, manufacturingindustry, tourism and transportation.
 

3. 	 Purpose 

Funds available in CXAU1jnDSA will be utilized to finance capital goods suchas: 	 machinery, equipment, transportation equipmient, constructioninstallations, 	 andimprovement of agricultural and 	 cattle establishr;ento,purchase of animals for breeding (cattle, tiogs, poultry and others);crops, pastures and other investments; ard ;4orking capital onlypurchasing of raw materials and inputs. 	 for the
,ioods purchased with tnefund can be of national origin or importecd.	 

loan 
GUULDI)A's loan can also be used to finance feasiOility studies or
 

investment projects. 

4. 	Amount
 

The 	maximum loan amount for any firm is U!t200,O00 or its equivalent in
 
local currency, 025,200,000: 
 There is no minimum limit.
 

5. 	Currency
 

For 	goods and services to be paid in the country, guaranies; and for
those to be paid abroad, U.S. dollars.
 

6. 	 z.xchangeRisk 

It is charged to the sub-borrower when foreign resources are used,
whether the loan is made in guaranies or dollars.
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7. 	 Import Area 

Imports for which AID loan funds usedare can be made from the United 
States or any other Latinamerican country, except Cuba. 

8. 	 Loan Terms 

a) 	 Terms 

From 2 to 10 years for capital goods and 18 months for working capital.
The grace period is established in accordance to the term agreed upon
and it varies between 6 and 24 months. These grace periods are 
included in the total term.
 

b) 	Interest rate
 

12% 	a year for guaranies and 10% a year for dollars.
 

c) 	Commission
 

CENIC (Comuiiission for study, negotiation and closing) 
 5%only once,
at the moment of signing the contract. This commission is included 
in 	the interest rate mentioned before and it does not modify them.
 

d) 	Amortizations
 

Preferably in semi-annual installments and exceptionally in different
 
installments, when the production cycle 
so requires.
 

a) 	Guaranties
 

Mortgage and/or bank guaranties. 

9. 	The following will not be financed with loan funds:
 

a) Purchase of land.
 
b) import duties, taxej and other fiscal charges.

c) Overhead, administration costs, or payment of salaries for the sub­

borrower.
 
d) Used machiner and equipment.
 
e) Refinancing of debts.
 

10. Disbursements 

DisbuL'eunents aru niudc after the sub-borrowers are 	 in agreement with 
the conditions estabfiahed by WOMEA, once the legal negotiations are
 
finished.
 

CO WIDZA will verify and control the utilization of loan funds and will 
be informed of the activities of the sub-borrower during the life of the
 
loan; to thin effect, it will request subniasion of vouchers, receipts or
invoices for pyments ntide by the sub-borrower; it will visit the sub­
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borrower; it may review his accounting and it may roquent pt-rios'i 
progress reports from tne sub-borrower. 

11. General Criteria for the Analysis 

The analysis of a loan request submitted to CUUI.in"A Inv"IvIN tIi 
following:
 

a) That the project ib within the I eaturs and orlr of
 
priorities establi:ned by COtWDA.
 

b) Technical and econric feasibilit, of tho p'roject.
 
C) Sub-borrower,:i paji;,ent abiLity.
 

d) Satisfactory iuaranties. 
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OPI'ATIONAL NORM No. ]. 

In accordance with the experience gained by theregarding control of the loans 
Company up to dategranted, the Generalit is convenient that as from the 

Manager thinksbeginning of this year the loancontracts contain in each case and according to the nature of each
credit, clauses for review and control that, in general terms, are
established in this Norm. 

Asunci6n, Januar 1973. 

Gh;NUtAL 14ANAGkM 
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CLAUSb$ FUR kiVlEW AND Ca TO1L 

It is recommended, in order that )1MESA is in condition to verify the
 
correct utilization of the loans granted, as well as the progress made by
 
the firm ard the fulfilment of the economic objectives of the loan, that,
 
under penalty of lapsing of the terms granted to the debtor and deanding
 
total repayment of the loan and interest accrued, the fulfilment of
 
the following clauses:
 

1. 	 The sub-borrower shall submit to CULi)LSA all invoices or vouchers of 
payments ,iade with loan funds. In case of imports, copies of the
 
documents reiired in the Letter of Credit.
 

2. 	 The sub-bKrrower shall autnorize COPDiA, during the life of the loan: 

a. 	 To supervis.e and control the fifilment of invcstmients planned. 

b. 	 To verify the administrative and accounting organization; and the 
fulfilment of the recommendations '_-de by its technicians. 

c. 	 To review, wlhenever it deems it necessary, the accounting books, 
docu.ments ancl inventory of the sub-borrower. 

3. 	 The sub-borrower shall submit to CUNDESA an a semiannual basis starting 
from the first interest payment, the following:
 

a. 	 Statements of financial condition in forms that shall be provided 

by OJ',DLLJA. 

Ii. 	 Report on volume and value of production and sales, production cost, 
raw material utilized, labor, salaries and any other necessary 
information in relation to the progress of the firm. 

4. 	 aeport on the pro_,res;s of the firn and balance sheet at the end of each 
Sear. 

5. 	The sub-borrower shall notify GOUIDESA, within 48 hours, any serious
 
problem affecting the progress of the firm. 

desides th, necessar , points mentioned above: 

i. 	 ,Ocmiannual report on exports: name of the products, quantity, value 
and destination. 

2. 	 All documents related to exports. 
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FOR CATTLE BUSNjL.E 

Besides the necessary points mentioned above:
 

1. CONDESA is entitled to supervise the purchase of cattle.
 

2. The sub-borrower shall snbnit the following: 

a. Sworn declaration of purchase in forms provided by COi'JDE6A. 6uchdeclaration shall contain the name 
type, race, sex, 

of the supplier, number of animals,unit price and value of the purchase, within thethird day of the purchase. 
b. Certificate of purcihase and penTit to transfer the animals. Ifimported, custom papers. 
c. Sworn declarationi of sales. 
d. bworn declaration of stock of animals, when requested by CUjDiSA. 
e. Semiannual report on sales, purchase, birth, mortality, operatingexpenses, labor, salaries and any other necessary information. 
f. Reports concerning sanitary care in forms provided by COUJDJSA. 

3. The sub-borrowers shall not sell the animals finqnced by C0IMDESA
without a written authorization from COO]ESA, 
 during five years

after the purchase.
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LOAN APPLICATION 

(Instructions) 

1. The Loan application must contain basically the following
information: 

a. Amount of loan requested from COMDESA. 

b. Total cost of the project to be carried out and sources 
of financing. 

c. Type of business. 

d. Purpose of the loan. 

e. Schedule for the utilization of the funds. 

f. Term requested. 

g. Guaranties (type, amount, rank). 

2. Information on the applicant: name, type of business, location,capital, banking, commercial and personal references 
(Forms E I or E 2). 

3. Declaration of assets and statement of economic and financialcondition at the date of submission of the application. Detailof the As,t.s; and Liabilities (Form E 4). 

4. Sworn declaration of debts and guaranties granted to third
parties Details: Nanics, amounts, terms, interest, amortization,purpose, guarantie s granted. 

5. Inforiation antbout the capacity and experience of the persons thatwill be re,,sponsi jhe for the firm, at the director, executive,
administrative and technical levels. 
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6. 	 Present characteristics of the establishment: 

a. 	 Location. 

b. 	 Fixed investment (description and value): land, buildings
and improvements, machinery, equipment and installations, 
furniture and fixtures, transportation, cattle and other 
investments. 

c. 	 Working capital. 

d. 	 Installed and used capacity. 

e. 	 Raw material, materials, fuels, lubricants, power and 
other production elements. Quantity and amount utilized 
during the last year. 

f. 	 Personnel (at all levels); number, category, salaries, and 
social security charges. 

g. 	 Main products produced by the firm, description and unit 
value. 

h. 	 Volume and value of production and sales for the last 3 or 
5 years. 

i. 	 Other useful information. 

7. 	 Description of te project: technical and economic feasibility
studies containing basically the following information: 

a. 	 The firni. 

b. 	 Market. 

c. 	 Location and size. 
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of the project 
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-Raw Materials 
-Labor 

and inputs 

e. Investments. 

f. Income and expenditures budget. Sources and useCash flow. 	 of funds.Profitability. Break-even point. 

g. Organization. 

h. Financing. 

8. Plan of utilization of the fundsto be 	 antedby COMDESA. 

a. 	 Purchase of machinery and equipment: 

-List, description and technical specifications. 
-Origin, FOB 	and CIF Asuncion prices and other import costs. 
-Pro-forma invoices and catalogues. 

-Production capacity and yield. 
-Technical assistance for the installation az-l operation ofthe equipment. 

-Other uSqe fi, in fornation. 

b. 	 Builrini,,COntruct-ion 

-Des:riptifUH 'i'tailar; l of the structure to be built. 
-Plans and 	 tan .; 1f the professionals in charge of the work. 
-Metric computation and budget for the construction. 

-Time schedule for 	the construction. 
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c. Installation Costs: 

-Technical supervision. 

-Time required for installation and functioning. 

-Installation costs. 

d. Purchase of raw materials and Inputs: 

-List of raw materials and inputs. 

-Origin. 

-Name, brand and specification. 

-Quality. 

-Quantity and price (FOB, CIF, import costs). 

-Partial shipping quantities, if imported. 

-Purpose and use. 

e. Purchase of animals (cattle, hogs, poultry and others): 

-Origin and name of the supplier. 

-Number of animals to be purchased. 

-Brand, age, race, sex. 

-Unit pric, alnd total value. 

f. Other investments such as 
or irnprovvmnet in farm, 

crops, 
cattle, 

land clearing, pastures 
and oth. r establishmentss 

- Description and detail of the work to be carried out, 
specifying qtantity, unit and total value. 
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-Name of the persons in charge of the supervision ofthe work. If necessary, experience and budget should 
be submitted. 

9. (ronology of the investments and schedule for utilization of 
the funds. 

10. Documents to be attached: 

-Plan of the establishment, indicating existing and planned 
improvements. 

-Performance report of the firm and balance sheets for the 
last three years. 

-Property titles for real estat- offered as mortgage guaranty
and control of goods pledge security, attaching documents 
justifying ownership. 

If the firm is a stock company or any other type of Partnership: 

-By-laws ,or incorporation papers. 

-Copy of t', minutes of the last meeting.
 

-Authorization of the 
Board of Directors to contract the loan
and to mortgage the assets of the firm. 

NOTE: All the data and information must be submitted on a timely
basis and they must be complete and creditable. The
application and forms submitted must be signed by the pernons authorized to represent the firm. Likewise, theapplicant commits himself to provide any additional information
requestcd by GOMDESA in relation to the loan and to collaborate
with COMDESA in any supervision deemed necessary. 
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LOAN SUMMARY 

No. of Loan 

Amount Total
 
Name of Borrower: 
 $ Os. 

Location: 

Purpose:
 

Term: 
 Interest Rate
 
Commision - Nature: 

Total project cost $ $ 
borrower's contribution to this project $ 
Financing by Sources 

AID Funds 

COMD~~.SA $ 
Other Sources $ 

Status Previous Loans from CIIYSSA: Dates Amounts- - Balance due 

1. Identification of officer or principal stockholders of COMDESAhaving any interest in the operation. 
2. CO DLSA's total exposure re this Borrower: (a) equity 0 

(b) loan 

(c) guaranty 03. Proposed funding for raw materials added to total amount of rawmaterials financing will not exceed the limit of $1,000,000 set inimplementation Letter No. 10. 
4. Proposed use of loan funds for local cost added to totalthe amountof local cost financing with AID funds does not exceed the limit of4,000,000 iset by the amended Loan Agreement. 
5. The Borrower has sought financing from the following other sources: 

6. Fe -nibility 3tudy made: 

http:COMD~~.SA
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7. Borrower' s financial statues (a) Debt/Equity Ratio: 

Page lof 2 pages 

(b) Collateral 

(C) Loan Guaranteed by: 

8. Fits within priority No.: 

9. Estimated number of new jobs: 

10. Estimated value of local raw materials: 
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PUNTHLY REPORT 

Month of _ -­ -­_197 

Guaranty operations (Contingent Liability - in thousands of guaranies) 

Uuaranty # Date Issued to at the request of Amount Rate Term 

Total this month 

SUIiARY 

Pruvious total amount 
Accumulated total 

amount 

Amount paid by COWLMUI!A unden guaranty program this month ...... 
Accumulated amount paid by COYD1ZA (including this month) .....
 

Amount canceled by COW4IIbA clients this month 
............. 
 . 
Total anoiunt cancelld by CUOi)EiA client including this month.. 

Balance of COWdDtA's contingent liability ................ 

Total fees, interest and cornvission collected by CO&D}I"A this month G 
Total fee, interest and conviission collected by CWLEA this month _ 

Total accumulated collections by CWP.Im)sA including 
_ 

this month ..... 

hibAJ : Action taken by (XU)UPLA on delinquencies. 
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quity 

SqiyMnth )NT"--------­ of 197 

Invest-
ment # 

Date In% of 
Enter-

Number 
of Par 

--­

prise shares value Terms Remarks 

Total this month 


.
 

Previous total number of investments 

Accumulated 


total including amount 
Dividends this month 0 

coil cted this month amount 0....... 

Total acciluulated from investments 


V;
dividend collected 
including this month...... 

... 1,0 0,.),I of,,0fiarcej by GUIJ1JA this mot
at. . .
AccunUI . ..thi. ated * ***:'Jrih0 amount* e.. *.. .. *. . 

total sales of' shares b7 CU1kSAby**
* *O OS includingA..including* 

*. an un 

£ju~j : lnlPfctions by CUMDISAIs staff: 

Problems:
 

Action taken by Gu1,J)LA:
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LOAN AUTHORIZATION 

Provided fronr3g Alli-nce for Progress Loan FundsPARAGUAYt Compania Paraguaya do Doearrollo, S.A. II 

Pursuant to the authority vested in the Deputy U. S. Coordinator,

Alliance for Progreso, Agency for International Development

("A.I. D. "1)by the Foreign Assistance Act of 1961, as amended,and the deo,'oatlons of authority iasued thereunder, I herebyauthorize the establt.hrrent of a loan pursuant to Part I, Chapter ?,Title VI, Allitnce for Progress of s,'id Act to the Compania
Paraguaya do Dosarrollo, S.A. (CO)*S-A) ("Borrower") of notto exceed throe million United Stateo dollars ($3, 000, 000) toassist the 11orrower to expand ito capabilitios as a privatn devolon­
ment bank by provierling; U.S. dollaru antd locnl currency for teclhicA1
aseistance and loann and equity investment by the Borrower for
private iI1dutrIdl and agrricultural ontorprines 
and for tochrical
 
a Jsistanco 
to the Borrower. 

This Loan shall be nubject to the following terms and conditions: 

1. Interest and Terns of Repaynment
.
 

The Borrowor shall repay the loan to A. I. D. In United Statesdollars within twenty (20) years from the date of the fir:rt dimburne­ment under the loan, including a grace 1tperiod on princi Tal of
to exceed five (5) yearn;. The Borrower nhall pay to A. I. D. inUnited Statotj dollars interest .tt the rate of three (3) percont perannum on the fril)ur;td amount of the loan durin;, the prace perifd,andi thorntflor nt the rale of four (4) percent per annum on the 
d(oburtnod balanco of thn loan. 

Z. Other Tom,,. iind ("onditionn. 

(a) Cooda and aorvicen (except ocean sitit)ng and marlne 
innurance) financed under the loans shall have their 
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source and origin in Paraguay and c€untries
 
included in A.1.D. Geographic Code 941. Ocean
 
Shipping financed under the loan shall be procured

in any country included In A. I. D. Geographic Code 
941. Marine inauranco financed under the loan
 
shall havo ita source and origin in Paraguay or any
 
country inclhtded in A. 1. D. Geographic Code 941.
 
provided, hu-vever, that such insurance may be
 
financed under the loan only If it 
 Is obtained on a
 
coampeitivo basis and any claims thereunder 
are
 
payable in convertible currencies.
 

(b)Unleas A. J.D. otherwise acroes in writing, no
 
more than 
one million five hundred thousand
 
dollari (1 *;:,o,
000) of the Loan ehall ho uoed
 
to flirance local curroecy couts. 
 United States dollars 
utfli:od urider the loan to finance local currancy corts
 
shll be mae 
available pursuant to procedures satis­
factory to A. I. D.
 

(c) 	Prior to e.::ccution of the loan agreement. Borrower
 
sIall provide evidence satisfactory to A. I.D. that
 
the incro'.:.o of Borrowcr'3 canpital 
 to 31.5 million 
equivalent han been duly nuthorizcd by Borrower's
 
Gencral A mcrobly of Stockholdera.
 

(d) 	 Prior to first dibbursement under the Loan, B1orrower 
shall submit to A. I. 1). evidence of the following in
 
form and iubvtance satiafactory to A. I. D. :
 

(I) Any changes in its charter or by-lawn or the
 
hatc terms, rules, rcpulationa, policies and
 
procodurca or otier mattera approved by A. 1. D.
 
for th3 implementation of A. L D. 
 Loan 526-L-019 
executed August 23, 1970 betweenA. LD. and 
the Dorrowor. 

(I) 	 Evidence that the Borrower had establiahed a
 
separate reserve for maintenance of value
 
comnonsurate to Borrower's outstanding long­
term foreign debt, in addition to ,he two (2)
 
percent reserve required under A. I.D. 
 Loan SZ6-L-019 
and the legal reserve. 
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(e)Unless A. L D. otherwise agrees In writing,

disbursemonte under the loAn shall not
 
e"ceed $1 million until A. L D. has received 
atisfactory evidence that Borrower'8 paid-in

capital has reached the equivalent of $1,166, 000;
 
nor shall auch disbursements exceed S2 million
 
until A. I. D. has received aatisfactory evidence
 
that Blorrover's paid-in capital han reached the
 
equivalent of $1,50J, 000. 

(f) Borrower shall covenant that, oxcopt as A. I. D.
 
othorwiae agrees inwriting:
 

(i) Borrower will not incur additional indebted­
nest; which would caiuse B3orrov.:or'a debtlecluity
ratio to exceed five to one (5:1), and will not 
suburdtnate A. I. D. 'a loans to other indebted­
nosig. 

(i) 	 L~o':'o,--r shall not dec!hro or pay any cash
 
divlf:cnda in excoss of a tw(vIve 
n rcenit (127) 
ann',_M return to itt; zharchliaderu unlC, i3 
provb;.on ir. mado to watch t:uch excesss by an 
equiva1ant allocation to earicd turplus and an 
equivalent prepaymxent of tho Loan. 

(iMi) Dorrov,,r'o subloans iihall bfe frir a term not 
le s tl,3n one ycar and not more than 	ten yeara. 

(iv)Borrower's equity investmenta 8hall not excoed 
in tbc al-gregato tho eciuivalent of $300, 000 ard 
no sitch inveat ont Lhall e:ccced tewenty-fivo 
porcent (25%) of the equity of any vubproject. 

(v) Borrower shall not make any sub-loan which 
would caumo the debt/equity ratio of the recip­
ient enterpriae to exceed seveu to thre (73). 

(g) The Borrover will consult with, and obtain prior

written approval from A. L D., before undertaking
 
any of the following actions:
 

http:provb;.on
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(i) 	 Approve more than three sub-loaus to any 
individual, enterprise or single investor group. 

(ii) 	 Make sub-loans to, or equity investment in, 
any enterprise if the argregate amou t of such 
sub-loans or Inveosnonts exceeds the equivalent
of one hundred thousand dollars ($100,000). 

(iil) Use A. I. D. loan funds to make any' sub-loan for 
working capital only or utilize more than 25% of 
the Loan for the financing of working capital.
In the cases of any sub-loans by Borrower where 
working capital ioa component, the financin- f 
of such component shall not be for a term of lsa 
than 	lZ months. 

(iv) 	 Finance livestock production projecta. 

The 	loan ohall be subject to such other ternis and conditions as 
A. L D. may deem advisable. 

Deputy U. S. Coordinator 

Clearances 	 Data.
 
CC/LA, I. Levy _ Date
 
LA/APU, Jacob non Date-

LA/DR, Kimball Date
 
1A/DR, Lijewski-_..... Date
 
PPC/ DPR,IHandly Date
 
SER/FM/C/Flinnor Date
 

GC/LA, BVeretclbi5/23/73 




