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I. SUMMARY AND RECOMMENDATIONS

A. Recommendations

Based upon review of the proposal set forth in this paper, it is recom-
mended that the sublect guaranty be approved as follows:

Amount of Guaranty: $30 million ~ $15 million in FY78 and $15 million
in FY 79/80 depending upon satisfactory progress.

Term: The loan will be for a term of 30 years with a grace period on
repayment of princiral of up o ten years from tre time of each dis-
bursement.

Interest Rate: The interest rate payable to the U.,S. investor shall

not exceed that allowable rate of interest prescribed by the AID ad-

ministrator pursuant to Section 223 (F) of the FFA, and shall be con-
sistent with rates of interest generally available for similar types

of loans.

Technical Assistance: SER/H will provide the services of short-term
consultants to assist the Inter-American Savings and Loan Bank in
establishing its secondary market operations, including the analysis
and preparation of mortgage instruments, evaluation and performance
criteria of savings and loan associations, and overall implementation
of the HG loan. The consultant services will be provided at a cost of
approximately $120,000.

B. Project Description

The basic objective of the proposed project is to assist in the
creation of a viable intermediate housing credit bank in Latin America,
by establishing the creditworthiness of the Inter-American Savings and Loan
Bank (BIAPE) in international capital markets to enhance the flow of private,
long-term financial resources into housing in Latin America, and to accelerate
the efforts of Latin America housing finance systems in providing long-term
lending to low-income families.

The proposed HG program will provide $30 million to the Inter-American
Savings and Loan Bank (BIAPE) with which to provide financial resources to
its member institutions for financing a range of shelter solutions affordable
by families with incomes below the urban median income levels of their respec-
tive population centers. With the $30 million, BIAPE will finance up to
80% of the mortgage financing of individual shelter solutions, with the remaining



20% (with a total value of approximately $7.5 million) to be financed by the
originating savings and lcan instituticns. Homeowner contributions in the
form of downpayment's will amount to aprroximately $4 million. The savings
and loan institutions will retain the responsibility for administering the
mortgages generated under this HG loan program. FEach of the loans made by
BIAPL to participating institutions for the financing of low-cost housing
projects will carry fuil Taith and credit guaranties of the governments in
whose countries prcjects are located,

The shelter solutions tc be financed under this program may inciude:
a. Completed low-ccst hcusing units and related community facilities
b. Basic or core licusing units and related community facilities

c. Home improverments

d. Sites and services

The average cost per shelter sclution, affordable by families btelow
the urban median income level in the thirteen Latin American countries par-
ticipating in BIAPE, is estimated to range from $2,000 to $4,000. The
initial $41.5 million to be invested in this program, composed of the $30
million HG loan, $7.5 million in local financing from savings and loan insti-
tutions, and approximately $4 millicn in down payments from prospective home-
buyers, will finance roughly 195,000 shelter solutions. In addition, repay-
ments on the initial investment of this HG loan during the ten-yvear grace
period will allow BIAPE to acquire an additional $10.5 million of earning
assets, thereby substantially increasing the ratio of its assets to lia-
bilities.

The BIAPE resources from this HG loan will be channeled through the
Central Savings and Loan Banks to individual savings and loan associations
which are members of BIAPE. Given the past experience of the Central Savings
and Loan Banks and the savings and loan associations in housing finance oper-
ations, these institutions are capable of developing, on the country level,
the types of low-cost housing solutions envisioned in the loan program.

BIAPE will exercise monitoring functions to ensure compliance by all parties
to the agreements which are signed with Central Savings and Loan Banks and
individual associations. Projects developed by savings and loan associa-
tions to be financed by BIAPE with the HG loan program will require prior re-
view and approval by the respective Central Savings and Loan Banks which
regulate the associations.



c. Summary Findings

On the basis of ;ast AID experience with the savings and loan systems
of Latin America, the successful operation of these systems in long-term
lending for housing tinance, and the technical assistance to be provided to
BIAPE by AID and the Inter-American Developmert Bank (IDB) as part of its
support for BIAPE, CER/H is confident that BIAFE and the participating in-
stitufions will have sufricient technical and managerial expertise to suc-
cessfully execute this progrem in an effective and efficient manner.

Furthermore, the 1T loan will allow BIAPE to secure assets which are
fully guaranteed by the governments of the institutions to which BIAPE makes
loans with the HG resources. Pecause of its long term and grace period, the
HG loan will assist BIAPE in securing the sound financial position from which
it can attract additional capital resocurces from Latin American and inter-
national capital markets for housing finance in Latin America,

Finally, the program meets all arplicable statutory criteria as noted
in the statutory checklist (Annex G).

D. Project Issues

The following are the major points raised at the time of the DAEC re-
view of the PRP, and in response to the Interim Reports:

1, Effect on Other Secondary 'lortgage llarkets: The issue has been
raised because some BIAPE member institutions are also participants in the
activities of the Centeral American Bank for Economic Integration (CABEI).

In fact demand for housing finance is such that the combined resources
of the two institutions will be needed itf real progress is to be made. At
present, CABEI has approved $A0 million for hcusing programs among its mem-
“Yer institutions, and is in need of an additional $34 million to meet fur-
ther requests, with a further $14 million in demand evident in informal re-
quests. With both CABEI and BIAPE active in the Centeral American Regicn,
it is also expected that some healthy competition related tc operational
efficiency will arise, with beneficial result for both institutions.

2. Increased Financing from the Venezuela Investment Fund: The
cash flow projections and analysis in the Financial Analysis section of this
paper include a loan from the Venezuela Investment Fund for $5 million.
This loan was signed by BIAPE and the GOV in February 1977, and is for a
term of five years, including a graca period of 18 montns. BIAD™ can »nly
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3. Benefit Incidence: As a4 regional institution, BIAPE's member-
ship includes many of the more affiuent nations of the region as well as
those which remain solidly in the LDC category. Membership in BIAPE, of
course, entitles a national housing finance system to borrow from BIMNPE,
but BIAPE's by-laws (Articles 2 and 28) provide that, in allocating its
loanable funds, preference be given to members who demonstrate financial
need to strengthen their housing finance system in order to serve the needs
of urban development and the improvement of housing conditions.




L

Thus, while BIAPE ic not bcund by its by-laws to lend only to less-
develcped countries in the region, its stated policy and its actual practice
through late 1977 nas been to benefit from the resources of the region's more
affluent nations i:r lending to those nutions with 4 more pronounced economic
need. For example, the largest capital subscripcions in BIAPE have come from
Veneruela and Brazil (U0# 3.5 million each) and, as noted abcve, the Venezue-
lan Investment Fun.d hias agreed +o purchase up to US$ 5.0 million of nctes
generated by BIAIY cperations. Of the 16 loan commitmenis made by BIAPE
through the end of October 1977, amounting to almost US$ 30 million, 77% has
Leen channeled tu ceuntries with active AID bilaterel assistance programs.

L, Demand rfor Low-Cost Housing: Conservative estimate of demand for
low=-cost housing units in those Latin American countries which sre members
of BIAPE indicates that there are approximately 250,000 families whose com-
bined housing finance need ranges from $500 million to nearly $1 billion.
Most of the Latin American housing {inance systems have already begun to
meet the needs of low-income borrowers, and Peru and Costa Rica alone have
indicated immediate interest in as much as half of the proposed HG resources.
These and other potential borrowers have confirmea to BIAPE their readiness
t~ provide 207 of the financing required for the low-cost projecte they are
planning, as a further aemonstration of their commitment to meet the housing
finance needs of low-income borrowers. It is anticipated that the initial
HG authorization of 15 million will bz fully commited by BIAPE rapidly fol-
lowiing the signing of a loan agreement, and that the remaining $15 million
also could be committed shortly after its authorization. (See Technical Analysis).

5. Protection of AID Guaranteed Loans: It will be necessary to
pledge to AID the assests generated with the HG resources. Full faith and
credit guarantees will be provided BIAFE by the national governments whose
institutions receive loan under the project. Because there will be no di~
rect relationship:between these national governments and AID, the pledging
of related BIAPE assets will assure AID protection in the event of default.
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I1. DETAILED PROJECT CESCRIPTION

A. Background

During the past two decades, housing finance systems serving mass mar-
kets have been estatlished in Latin America with the encouragement and support
of the U.S5. Agency for Internaticnul Pevelopment and the Inter-American Develop-
ment Bank. Prior to 1957, there were virtually no housing finance systems,
aside from the occasional mortgage bank, providing long-term credits in Latin
America. Yet the neea for housing and housing finance was acute. Population
growth, rural-to-urban migration and the expansion of middle-income groups
had created a large and growing potential market for housing. The housing
finance credit available from commercial lenders was generally on a short-
term basis, with low loan~to-value ratios, which limited access to home own-
ership to upper-income families. The creation of savings and loan systems,
and the develcpment of long-term markets for housing finance, has permitted
extension of home ownership to increasingly lower income groups.

AID has supported the formation and development of savings and loan
systems as a means of substantially increasing the supply of critically needed
housing in Latin America but, more impcrtantly, as a means of btuilding insti-
tutions with tne capacity to meet the housing finance needs of the countries
of the region on an increasingly self-sufficient basis. AID assistance has
taken the form of Develourrent Loans tTor seed capital, and grants for techni-
cal assistance in a variety of areas, including drefting legislation, pre-
paring operations manuals, establishing central savings and loan banks,
secondary market facilities, deposit and mortgage insurance programs ané
delinquency control mechanisms, as well as the training of host country per-
sonnel. This activity resuilted in the passage of legislation and the devel-
opment of financial institutions in fifteen of the countries in Latin America,
and subsequently in the syread of a substantial market for nousing finance
throughout Latin America. By 1964, and increaringly thereafter, the savings
and loan systems had proved themselves strong enough to penetrate capital
markets in the U.S. With the guaranty provided by AID's Housing Investment
Guaranty (HG) Program, they began to borrow long-term capital for housing at
non-concessional interest rates. By 1976, the Latin American housing finance
systems had borrowed approximately $200 million from the U.S. market under
the HG guaranty.

The initiatives identified above, in combination with the efforts
of many directly-involved Latin Americans, has resulted in the remarkable
growth of the region's housing finance systems. At the present time there
are 240 savings and lcan associations operating in Latin America which have
developed considerable experience in primary mortgage origination techniques
and in savings mobilization. During the relatively brief span of their
existence, they nave provided long-term financing for one million new hous-
ing units, primarily for middle-and lower-middle-income families who did nct
previously have access to long-term credit for housing.



Aggregate data alone stand as a measure of their singular success.
Together these systems have accumulated assets of nearly $18 billion, and
have mobilized apyr.ximately $12 billion in savings from 11 million indi-
vitual depositerc. This development is especinlly rnctable when one makes

a comparison with the U.o. savings and lecan experience. Tak:n together,

the sixteen Latin Americon countries with established housing finance sys-
tems had a total Jross Domestic Product (GDP) in 1975 of approximately

$203 billion compared to the U.S. figure of over $1.5 trillion. The total
populaticn of the sixteen was approximately equivalent to that of the U.S.
The savings and loan systcm in the United States over 150 years accumulated
assets of approximately $390 billion, with the benefit of a large secondary
mortgage market system which until recently had not existed in Latin America.

Clearly the progress in Latin America has been considerable. Mechan-
isms for originating mortgages have been established, and substantial capi-
tal resources have been mobilized. Yet despite this, the demand for long-
term finance in Latin America continues to exceed the resources available to
the region's hcusing finance systems. Information aveilatle from United
Nations sources indicates that as of 1975, an additional need for 10 million
housing units remained in those Latin American countries which have estab-
lished housing finance systems. Certain structural impediments still need
to be removed in order to facilitate a more even distribution of liquidity
among the systems, and to develop instruments and mechanisms to attract
additional resources into the region's housing finance markets. It is im-
portant to further broaden these markets to include, on a mass-market basis,
those lower-income families whose need for housing is currently perceived to
be especial.ly pronounced.

The final linking of the Latin American savings and loan systems, in
terms of finance, came in 1975 with the creation of the Banco
de Poupanca e Emprestimo (BIAPE). This last structural element provides the
systems with a vehicle for overcoming the remaining constraints to a fur-
ther broadening and deepening of the housing Tinance markets of the region.
Since the inception in 196k of the Inter~American Savings and Loan Union
{the trade organization of the Latin American savings and loan systems),
the area's housing finance systems have recognized the need for such an in-
stitution. The Union, and the annual Inter-American Savings and Loan Con-
ferences co-sponsored by AID, have provided the systems with a forum in
which to exchange technology and experience, and thereby build important
linkage among themselves. They were not linked financially, however, until
BIAPE was created. Within the forum of the Inter-American Union, the
region's housing finance systems investigated the necessary mechanisms and
commissioned the feasibility studies required Tor the establishment of

BIAPE as an intermediate credit bank specifically appropriate to the special
ized and distinct process of housing finance.

Because the collateral for housing investments is fixed, special
long-term refinancing systems are needed which are structurally adapted to
housing and housing finance markets. Mechanisms are required which ¢an
attract capital from capital-surplus markets into capital-scarce markets.
In countries which ere relatively small, capital markets are often too



limited to generate the kind of capitul flows needed fer a continued expan-
sion of housing finance. In this sense, RIAFE represents a unique inter-

national effort tv nadrece the pacticulqaer structure of housing finunce nar-
keta, by allowing the individuwd naticnal cystems Lo case liquidity flows
amonyg themselves, i Lo paol their resources in order to attract capital
from irternaticna! rurkets into heusing finance in the region. In addition,

as an integrated regicnal finance systent dealing in dollar-denominated
mertgage backed instrumernts, BIAPE can begin to mobilize those indigenocus
resources which are ofton not captured Ly loceld capital markets.

BIAPE is =+ private multi-national housing finance bank of limited
liability and autiicrized capital of US$ 100 million, whose shareholders
comprise both public and private institutions of the housing finance sys-
tems in the Western Hemisphere. BIATE vegan cperations at its headquarters
in Caracas in HNovember 1975 under special Venezuelan law, Presidential
Decree no. 919. As stated in its bylaws, BIAPE was established to contriv-
ute to the develcpment of the Inter-American savings and loan movement
through the promoticr and strengthening of the existing savings and lecan
systems and their creaticn in those countries in which the systems do not
yel exist, and t- servre as an instrument for the financing of housing in
Latin America =nd the improvement of sound financial and technical criteria.
The cavings and loan cystems of the following Latin American countries are
members of BIAT::

..rentina El Salvador
“oolivia Honduras
brazil Nicaragua
Chile Paraguay
Costa Rica Peru
Dominican Republic Venezuela
Ecuador

BIAPE's fcunders determined that, among its other activities, BIAPE
would "finance special urban and home development projects designed to pro-
mote social and economic advancement among grcups whose incomes do not give
them normal access to housing." A loan directed at the financing of hous-
ing affordable by families with incomes below median levels is especially
- well-suited to assisting BIAPE to achieve this purpose. Though at the
present time BIAPE is not in a position to undertake the broad develop~
mental goals of AID's Dbilateral shelter sector activities in the region,
goals which include the enac.ment of comprehensive national housing poli-
cies and the development of socio-economic activities for the urban poor,
the proposed HG loan is based on the institutional development goals of
AID's shelter activities. Through regional intermediary, AID can assure
that as the housing finance systems which it has supported move toward
increasingly self-sustaining operations, they will increase their capacity
to meet the needs of low~income borrowers.

BIAPE's member institutions, in agreeing to provide 20% of the
capital for low-income projects financed with the HG loan, have demonstrated
their commitment to serving the shelter needs of low-income families.



Evidence of this commitment llPllJ ©»iists in the variety of recent initia-
tives undertaken bty the region's Lousing f nance cystems to develop low-
cost snelter prolects rupliic and/:r y ate hectbr vrojects of this type
are currerntly under wiy in exru, Bcliv,u, Mewador, PFrazil, Costa Rica,

Guatemala and honduras.,  Thus the -pportunity is open
O A 1

to AID to build on
past successes In ertabliching and suprorting housing finance systems in
Latin America by assisting in the development of BIAPE,

TNt 2T s -
B. Petailed Doocrinbtion

As noted in tne I'roject background, the normal growth of savings
and the loan repayment flows oI Latin /fumerican housing finance institutions,
while impressive, remain ‘neufficient in meot countries in the region to
keep pace with the growtn in housing ddemand.  “orecver, while most housing
finance systems are supporied and regulated by a central governmental
authority which orers oone delaLounu, cr secondary markel facility, the
resources or the ccontral authorities are limi-ed Lecause of the general
veakness ot long-term capital markets in Latin America. This situation
tends to preclude the inlividual housing rinance institutions, which are
the originatnrs or home mortgages, trom shifting mortgages to a broader
capital markets that wculd then permit expandsd financing of adilitional
housing units ither, the number of units they can finance tends tc be
limited to savings mobilized from their own depositors and the repayment
flows from outstanding mortgages.

In its role as a regional secondary mcrtgage tinance facility,
BIAPL is designed to expand mortrage origination by all the member Latin
American housing finance systems, to provide a more even distribution of
liquidity among these systems, znd to attract funds from international
capital markets into housing finance in the region by issuing debt instru-
ments backed by its increased net worth or by selling dollar-denominated
asset participations. The propnsed AIDR lcan will assist in this process
by meceserating the ormation of bB1APLE's loan portfelio, and ul'ow BTAPE
to increase its assets more rapidly, thereoy developing at an early date
the sound financial position necessary for it to establish s competitive
position in interna*tional capnital markets. (see Financial Analysis and
Plan). The particular form in which these objectives will be reached
also serves to extend the range of housing finance markets to include a
broad segment of low-income Tamilies whose needs are served inadequately
at present by Latin America housing finance systems.

1. Project Goal

The Project Goal is to expand the availability »f long-term housing
finance for low-ipncome families, resulting in decent shelter for this
target income group, particularly by promoting the development of the
institution's capacity to meet their needs. As such, the goal s consis-
tent with AID's shelter policy and complements past and present AID initia-
tives in Latin America.



2. Project Purpose

The purpcze of the osroject is to develop 8 viable financial
inatitution capable of operating in secondary markets to enhance the flow
of private sector lonp-term financing into housing for low-income families
in Latin America., "his will allow the Latin American housing finance
systems to originate u targer number of loans than their savings and re-
payments flows alcne permit, as their access to BIAPE enables them to
pledge, sell or ligquidate part of their portfolio before maturity.

3. Project Outputs

The outputs of this project will be both physical and institu-
tional. It is anticipated that encouraging provision of shelter solutions
will facilitate the development of institutional mechanisms to broaden the
income range served by Ls*in American housing finance systems to include
low-income borrowers, and to attract additicnal capital. resources into the
housing market in the region.

. bhelter Solutions: The project allows for a range of shel-
ter solutions wiilen could be finnneced, the essential criteriz being
that the colutions provided must be afferdable by families whose in-

comes are telow the wurpan medlan inecme level of the pepulation cen-
ters in which projects are located. GCuch shelter sclutions could in-
clude:

Completed low-ccost housing units and related commun-
ity facilities;
ii. Basic or core units and related community facilities;
iii. Home improvements;
iv. Sites and services.

Present estimates indicate that {he average cost solution in the
many urban centers where projects will be located, which will be

affordable by families below the local median income level, will range

from $2,000 to %L,000. With the HG lcan resources of $30 million,
plus $7.5 million in local financing from participating savings and
loan institutions and approximately $4 million in downpayments from
prospective low-income borrowers, a total of $41.5 million will be
invested in the initial phase of the project. This will finance
approx:.mately 15,000 shelter eolutions. 1In additisn, from
the rotl-over on reinvestment of repayments of the initial subloans
derived from this HG loan during the ten-year grace period, BIAPE
will be able to extend $10.5 million in additional financing, after
all of the obligations incurred by BIAPE on the HG loan during the
grace period have been met. This will provide financing for approxi-
mately 2,500 to 5,000 more shelter solutions. Still more housing

will be financed by the new savings attracted by this housing activity.



b. Portfolio Formation:’ In financing the prcjects of its mem-
bers, BIAPE will be creating an asset portfolio of its own which will
be used for raising additional resources. Access to the $30 million
HG loan during its early years of operation will allow BIAPE to build
its portfolio of earning assets at a far more rapid rate than that
which would be possible were its activities constrained by the rate
at which it can (as a new institution) =zttract long-term resources on
favorable terms from commercial capital markets.

Unlike any other source of funds available to BIAPE,
thg HQ loan,_with.a ten-year grace period on the repayment of
prln?lpal, Ylll significnatly assist BIAPE in establishing its
creditworthiness when it seeks to raise private capital in the
international market, with a longer term than presently possible and
at fixed rates. The projected financial statemezvs inpluded in Annex
H.2 indicate that by 1984, BIAPE will have gen’rated a large enough
portfolio to easily meet its obligations while continuing the rapid
increase in its net worth. The ratio of its loans payable to net’
worth will allow it to attract additional loan and perhaps equity
investments from international capital markets. Additional equity
capital may come from members as a condition of borrowing and volun-
tarily from stockholders.

By 1987, if BIAPE were to receive no other medium- or long-term
loans by that time, approximately 12% of BIAPE's total portfolio
would have been generated with the net flow of HG funds which will
accrue during the grace period of the HG loan. Tie loans which BIAPE
has already negotiated with the Inter-American Development Bank (IDB)
and the Venezuela Investment Fund (VIF) will not have as fully bene-
ficial an influence on BIAPE's financial position because they require
that BIAPE pass directiy onto its borrowers the repayment terms and
grace periods it received from its creditors.

Other by-products of the HG program may include increased ex-
perience in lending to low-income groups. Already the prospect of
the HG loan is causing sub-borrowers to develop such projects.

The origination and administration of these mortgages will assist
the S+L systems in expanding the markets they serve, and is ex-
pected to lead to a broader orientation in long-term lending for
a wide range of lower-income families.

Furthermore, as past experience proves, the incentive of
access to credit for housing will attract additional savings
from low-income families, many of whom do not at present place
their savings in the formal financial institutions.o:™ their countries.
These new savings flows will add to the resources available to
the housing finance institutions for a further expansion of their
lending activities.




b, Planned Inputs
a. HG Loan

AID suprort for BIAPE will provide a total of $30,000,000
under this project. The Housing Investment Guaranty loan
of $30 million will be used by BIAPE for lending to participating
housing finance institutions to provide long-term mortgage financing
to farmilies below the median income level of the respective population
center in which projects are develcped. 'The HG loan will be for a
term of 30 years, including a grace period of up to 10 years on the
repayment of principal. The HG loan will be made at the prevailing
market rate of interest for long-term loans of this type, plus the
AID guaranty fee of one-half cf one percent, and a cne-time AID
servicing fee of 17 of the HG loan, or $300,000. For forecasting
purposes an interest rate of 9-1/2%, inclusive of AID fees, has been
estimated. BIAPE will be required to collateralize the HG loan with
loans to sub-borrowers which carry full government guarantees of
repayment in U.3. dollars, covering both default and currency de-
valuation and convertibility risks.

b. Technical Assistance

The technical assistance component of this program will
focus on two main aress.

i. Overall imrlementation of the HG

ii. Mobilization of resources from the international
capital market for BIAPE.

It has been demonstrated that a number of savings and loan
systems are directing some of theilr resources to serve low-income
families. It has also been demonstrated that a number of housing
finance systems in LA are prepared ito participate in the BIAPE HG
loan. The TA under (i) above will be directed to assist BIAPE and
the participating institutions in the:

1. development of the necessary data and methodology
for the identification of the target income group in the dif-
ferent countries.

2. development of the most suitable shelter solutions
to reach the target group.

3. preparation of documentation and procedures governing
the flow cf resources from the U.S. investor to BIAPE and from
BIAPE to the participating member.
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In providing the above assistance ATD will resort to ex-
perience accumulated in the H5 yvrogram, The AID direct hire personnel
of RHUDG/Panama ard Lo btackstopping personrel in Washington will
assist BIAFE i carrying out tielr rosponsibillities under the HG loan.,
This assistance will be initisted immediately after the signing of the
Implementation Agreement and it wiil be gradually reduced as BIAPE
gains experience in working with the HG program.

Wit respeet Lo the ildentification of the target group,
BIAPE will te provided with all the information gathered by the
Office of Housing in conducting Sthelter Sector assessments In most
of the LA countries. SIAPE will also be vrovided with short-term con-
sultants to assist 1n the setting cf the medlan income for the ccuntries
interested in participating in the HG loan. Such short-term con-
sultants will have experience in economic reseuarch and income data
evaluation.

The TA under (ii) above will bLe directed to assist BIAPE in:

1. preparing the design of the instruments BIAPE can
market to raise additional funds based on the assets generated
with the HG resources,

2. preparing the necessary documentation (prospectus)
to be distributed among potential investors in BIAPE.

3. preparing the necessary cash flow and financial plans
to be used in sceking additicnal resources in the international
capital market.

The atove assistance will be prcvided by short-term con-
sultants with experience in secondary mortgage market and the U.S.
money market. The initiation of the TA in this area is expected o/a
the last quarter of 1078 with greater inputs o/a the third quarter of
1979 when a substantial portion of the $15 million HG authorized in
FY 1978 would have been disbursed.

In terms of the man-months and cost the following provides
a general idea of effort and cost for both areas of the technical
assistance. The estimated cost will be funded from HG fee resources.

i, Overall Implementation
6 man-months $48,000
ii. Mobilization of Resources

9 man-months $72,000

Total estimated short TA $120,000
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Tnhe scurces for the TA will be consultants now under con-
tract with the Office of Housing to vrovide assistance in the tech-
nical, financial and eccnomic aspects of the Ilousing Guaranty Program.
No direct TA is expected to be provided tc the individual savings and
lcans, but rather such assistance will bte channeled through the
Central Savings and Lcan Banks.
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ITI. PROJECT ANALYCES

A. Technical, !lanagement, and Environmental Analyses

15 Technical

The savings and loean systems of Latin America, with substantial tech-
nical and financial assistance from AID, have, during the past twenty years,
proved their ability to extend long-term private sector financing to many
thousands of aspiring homeowners. These systems have made available loans
of 80% to 90% of the dwelling units' value at terms of up to 25 years where
once 50% of value with a five-year term was the best financing to be had.
The S&L systems have demonstrated clearly the viability of mortgage lending
to Latin America's growing middle class population. The increase in numbers
and size of savings accounts, often in conditions of direct competition with
more established commercial banks, and even occasionally at a disadvantage
to these banks, is eloguent testimony to the steadily increasing demand of
these populations for housing. The rapid pre-sale of units in projects
sponsored by S&L systems reflects the importance of these housing finance
systems to the growth of the housing stock of the Latin American countries.
It also reflects the continued gap between market demand and supply.

a, Market for Low-Cost Housing

Though the efforts of Latin America's S&L systems (includ-
ing, in many countries, the autonomous government agency charged with
regulation of the housing finance sector and with coordination of
public and private sector shelter policy and programs) are a long
way from satisfying the demand for moderate cost housing, many of the
systems have worked actively to develop shelter solutions, and the
related financing, for their nation's low-income populations. The
experience with these programs reflects not only the incessant demand
for low-cost solutions but, more importantly, the viability of such
financing programs for both private and public sector institutions.
In countries where median monthly family incomes are estimated to
run from (.40 tc $260, many of BIAPE's shareholders have demonstrated
conclusively that they are capable of providing community or home
improvement loans and mortgages on basic or core housing units in
amounts of between $1,000 and $4,000, levels affordable by this tar-
get population.

The efforts to estimate the potential interest of BIAPE
members in participation in the HG program began in 1976 and con-
tinued in 1977 at meetings AID and BIAPE officials held with a
variety of BIAPE members. In December 1977, & consultant from the
National Savings and Loan League visited five countries, three in
CA and two in SA, for the purpose of determining more specifically
the projected demand for AID-BIAPE resources, the manner in which
the individual projects could be implemented, the willingness of
participating members to provide a minimum of 20% of the financing
of the low-cost shelter solutions to be funded with the AID-BIAPE
loan and the possibility of securing host government guaranties for
the HG funds to be lent by BIAPE.

R SRR T o




Ideally, the family inccme data collected as part of
periodic national censuses provides relatively rcliavle base for
determinatinpn or median per family income. As many Latin American
countries do not ccllect income data as part of a national census,
the basis for determining income listribution must be restricted
to special surveys. These surveys are carried out at different
times and for different purposes by institutions which have highly
divergent capabilities and experience in measuring family income,
Nevertheless, review of the alternatives for determining base median
income data suggests that to await the inclusion of income data
collection in a national census is unrealistic, Likewise, developing
a methodology which mey be applied to each country in carrying out
new surveys would be too costly and would not necessarily
resolve the problems that have limited the reliability of the data
gathered under the surveys taken to date, The best method available
appears to be improvement of the varied techniques in use at present,

To help conduct the review of the median income in the
countries interested in participating in the AID-BIAPE project,
BIAPE will be provided with the data collected by AID during the
assessment of the shelter situation in different countries. BIAPE
will then review the AID assessments, any national census or welfare
agency and planning council information, all special surveys and
the information available from international organizations. BIAPE
will review the data to be sure that it reflects the information which
most closely meets the needs of the project in question, considering
the age of the data, the soundness of the methodology and the geo-
graphic coverage. In addition, BIAPE will assure itself that ad-
Justments have been made which take into effect unemployment and
any changes in salaries and wages since the data was collected.
BIAPE will provide AID with a summary report of the methodology
used and the median income level which results, as well as & plan
for updating the data.

The following paragrarls relate market conditions in a
variety of nations which are expected to be active participants
in the program. They also discuss the methods used to estimate
median income levels.

k| Peru

The BIAPE shareholder in Peru is the Banco de la
Vivienda del Peru (BVP), an autoncmous agency of the government
which is an active lender as well as the regulatory agency of
the nation's savings and loan system. The BVP's programs for
low-income populations were given special impetus in the early
1970's by a combination of earthquake and flocd disasters which
required replacement of housing in small communities serving as
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rural service centers. In addition, the awesome growth of

the "pueblos jovenes", the slum areas now a characteristic of

all the nation's urban growth centers, has resulted in develop-
ment of low-cost shelter solutions which are affordable to
families with incomes well below the median. In an analysis '
presented in July 1977, the BVP estimated that the median

income for the nation's sixteen largest urban areas was about
$161 per month. This analysis was based on comparison of 1961
and 1972 national census information plus a sample census carried
out under contract by a market analysis firm in 1977. This
latter work provided updated information on the average number
of wage earners per family and on the performance of average
income levels over time., The information was incorporated

into the analysis of median income data to produce the above
mentioned estimate.

Programs of improving the public infrastructure
available to individual home sites in the squatter settlements
which involve financing of up to $1,000 per family have been
completed or are under way in Lima, Chimbote, Trujillo and Are-
quipa. Core housing units with prices ranging from $1,600 to
$5,000 have been completed in 16 urban areas throughout the
country. The S+L associations of Ica and Chiclayo have recently
presented designs of elemental housing units to the AID mission
and to the BVP for approval. System executives, many of whom
already are involved in financing home improvements in the
"pueblos jovenes'", expressed, at a recent meeting, an active
interest in financing core unit development, S+L system in-
terest rates of 17.5% provice sufficient margin for employment
of funds passed through BIAPE.

The BVP has requested that AID consider a housing guaranty
program of $50,000,000 over a five year period. The Bank is
presently negotiating a $5 million loan from BIAPE, The BVP
is particularly interested in directing financing to the nation's
savings and loan associations so that they may directly promote
such shelter solutions as core housing units, infrastructure
tpgrading and home improvements. Future use of BIAPE would be
directed in this way.

ii. Costa Rica

As in the case of Peru, the BIAPE shareholder for this
country is an autonomous government agency, the Banco Credito
Agricola de Cartago, the regulatory agency for the country's
S&L system. Though the system is a small one (12,000 savings
accounts as compared to 834,000 in Peru), it has already gained
impressive experience in promoting and financing low-cost hous=-
ing solutions. In the past two years, the Costa Rican system
has invested $5 million in the construction and mortgage financ-
ing of 1,400 units with prices ranging from $3,500 to 4,000.

In addition, about $5 million of a $15 million CABEI loan was
used to buy mortgages on low-cost units from the S&L associa-
tions. Costa Rican terms are 20 years at 11.25% interest.

Under these conditions, a $4,000 unit is affordable by a family
with a monthly income of about $188. The median income level

SR AR e




17

for San José is $2¢Z according to figures developed in a
stuay of housing demand carried out in 1976 for the capital
city and incorporated into AID Misgcion and Housing Office
calculations for a PRP dated 26 October 1976.

The Ccsta Rican savings and loan system is coordinated in
such a way that all member institutions actively promote ti.:
develcpment c¢f low-cost housing scluticns. £An investment »f
$2L million in low-cost housing units has been projected ©-r the
next three years and system representatives hope to use RIAPE
resources for at least $10 million of this prejected investment.

iii. In Paraguay, where the Banco Nacional de Ahorro y
Préstamo (BNAP) is the BIAPL shareholder, as well as the regu-
latory agency of the naticn's S&L-system, a lousing Juaranty
program is just getting under way which provides $4 million
for financing cf hcme improvements and core housing units for
families with incomes below the median level. The BNAP expects
the HG financing to be fully disbursed within two years. With
this in mind the BNAP has indicated a specific interest in
gbout $3 million of the BIAPE/HG program, as socn as it becomes
available, to be used along with the bi-lateral HG program.

The monthly median family income estimated for the
Asuncién metropolitan area was estimated at $143 in an update
of the 197L Shelter Sector Assessment completed in May 1977.
This update took the earlier median income figure and increased
it according to the percentage increase in the consumer price
index. Regional differences are known to be great in Paraguay,
particularly because the growth of constructicn activity along
the Parana River has established scales of wages and prices
above those of the rest of the country.

iv. The Bolivian S&L system, led by the Caja Central de
Ahorro y Préstamo ZCACEN), is now using Inter-American Develop-
ment Bank financing to produce 800 units at a cost of $3,350
in each to reach families with incomes below the median in a
Jlood damaged area near the city of Trinidad. It also has be-
gun an experimental program of home improvement loans in rural
areas of the country. To support expansion of these and future
low-cost housing solutions, the CACEN is seeking $15 million in
additional financing from foreign sources.

A Shelter Sector Assessment completed in December
1976 estimated median income levels of $135 for La Paz, $1L0
for Cochabamba and $150 for Santa Cruz, the nation's three
largest cities. This estimation was developed using salary
data obtained from the Ministry of Labor's Nationel Council
on Salaries and Wages. It was broken down by mean, median
and mode and by department (province) giving some indication
of regional differences.



13

Use of salary informaticn excludes the self-employed
segment of the population, a segment which becomes more and
more important the farther one goes down the income scale,
Median income levels were also developed through use of GNP
and labor force data (productivity) in an effort to ascertain
whether or nct the salary determined levels were reasonable,

Arplying one-juarter of monthly income to housing,
a family earning the median income in La Paz could afford a
loan of #3,000 or a home valued at about $3,L00 using current
S+L system rates.

V. Une of the Ecuadorian shareholders of BIAPE, the
Banco Ecuatoriano de la Vivienda (BEV), is now promoting the
construction of about 6,800 units a year, 40% cf which, ac-
cording to the Bank's policy, must be below $5,YOO in cost.

BEV management estimates that with additional resources, the
institution could generate 12,000 units yearly. For many years
the BEV nas been producing units priced between $2,000 and $4,000,
within the range of the nation's urban area median family in-
come of roughly $160 a month. This income data was developed
from a study of urban uarca population and employment carried
out by the National Ctatistical Institute in 1974, in con-
Junction with the naticnal census which itself developed no
family income information. The study developed median income
levels for individuals for a universe that included Quito,
Guayaquil and various other major urban centers. To develop
family data individual levels were multiplied by the factor

for the number of wage earners per family and 8% was added

to account for the passage of time,

In recent years the BEV, regulating agency for the
nation's S+L system, has operated alone at this market level,
Currently some of the member S+L associations are considering
reentering this market as the demand for solutions in this
price range extends well beyond the BEV's capabilities to
satisfy it. The possible cos®t of BIAPE financing is a re-
straint to EZcuadorian interest, liowever, as low-cost units
now receive BEV financing at rates of from 5% to 10% interest.
The source of this financing is & special government fund
which is subject to annual budget review and has ecently
been cut back slightly. The BEV has indicated an interest in
reviewing its rate policy to determine whether or not the sig-
nificant increases in unit production which would be made possi-
ble by use of financial resources such as BIAPE warrant use of a
rate structure better oriented to national and international
money markets.

vi. Interest in the use of EBIAPL resources for housing
programs in Honduras has already been expressed by the Finan-
ciera Nacional de la Vivienda (FINAVI), through a request for
$11 million from BIAPE.
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An investment of $15 million in projects with unit
prices ranging between $3,750 and $4,000 has been projected
for the 1978/70 period. Such units are accessible to families
with incomes telow the median at the terms currently in use by
the Honduran system. A.I.D, Mission estimates place the median
family in Tegucigalpa eand San Pedro Sula at approximately $1L0;
however, this data is not recent and the Consejo Superior de
Planificacidn Econdmica is ncw carrying out a family expenditure
survey which is expected to help clear up median income data
by year-end 1678.

The following table provides & summary of the median
income for the countries sample above and the esftimated demand

for foreign resources to carry programs at the level affordable
by low-income families.



Bolivia

Costa Rica

Ecuador

Honduras

Pdaraguay

Peru

* assumes 10% down payment

COUNTRIES EXPECTED TO ACTIVELY

CONSIDER BIAPE FINANCING

Est. Median Effective Loan Terms Affordable Price Range Projected
Income - S+L System Unit * Recent Low- Need for
Major Urban Interest % of Monthly Cost Con=- Foreign
Areas Rate Term Income for struction Financing
Housing
$135-150 12% 20 yrs. 25% $3,800 $3,350 $15 million
over I yrs.
$260 11.25% 20 yrs. 25% $6,900 $3,soo/h ,000 3 5 million
Der jear
$180 12%%* 25 yrs. 25%%%* $L ,700 $3,500/5,700 unknown
(BEV only)
$140 12% 20 yrs. 30% $k4 200 $3,750/4,450 $21 million
(S+L sys.) over 2 years
$143 11% 20 yrs. 25% $3,800 $2,500/4,700 $ Z million
over 2 years
$180 17.5% 20 yrs. 25% $3,300 $1,600/5,600 $50 million

¥*¥BEV uses range from 5% to 127% depending
- on price of unit and family income,
and permit- payments up to 40% of income.

(BVP)

over S years

oc
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b. Proposed Methodology for Determining Median Income

The most common source of incume/population data in Latin America
are household surveys conducted by various governmental agencies,
private research organizations, and academic institutions. Unfortu-
nately, the accuracy and reliability of this data frequently suffer
from an improperly defined concept of income, inconsistent measuring
practices, and wid~ variations in the representativeness of sample
surveys. Thus, extreme care must be exercised when attempting to
use such data to determine median income levels in project areas.

In reviewing existing household surveys to determine their
relative methodological strengths and weaknesses, the following
elements will be closely scrutinized.

(a) Coverage - How well defined is the population universe whose
characteristics we are attempting to measure; i.e., city, provincial
imits, or metropolitan area, etc.

(b) Sample Size - Is the sample size large enough to yield
reliable statistical results? Was the survey conducted in a truly
random way; and if not, what are the likely biases in the sample?

(c) Timing - Was the survey conducted under "normal' social,
political, and economic conditions, and how long ago?

(d) 1Income Concept - Was income defined so as to include income
from all sources, including income~-in-kind? If not, can adjustments
be made?

After reviewing existing survey designs in each participating
Latin American country for possible deficiencies, BIAPE, with A.I.D.
assistance, will proceed to analyze the data collected. Basically,
the objective will be to determine the number of households which
fall into each income category. The choice of income class intervals
is arbitrary but they should be of equal size to facilitate exposition.
The format used would be similar to the following:

(Pesos) (Households)
Income Class Class Midpoint Frequency Cumulative Frequency
0 but less than 10,000 5,000 300 300
10,000 but less than 20,000 15,000 450 750
: i :
50,000 and up 50 1,000

1,000



The median is defined as the central value of a set of observations
that have been arranged in order of magnitude. In this context, an
observation is a household/income pair which has been surveyed and
ranked in income ascending order. HNext we take exactly half the
number of households, which in this example is 500, and by referring
to the cumulative frequency column we determine that median income
lies somewhere in the second incomre class (10,000 - 20,000). To
determine the exact median we make the simplifying assumption that
the number of houscholds within this income c¢lass 1is evenly distributed.
This allows us to make a proportional estimate for the median. For
example, the 500th household would correspond to the fraction %SU where
the numerator is the difference between the downward adjustment in
cumulative frequency and total number of hog@gholds corresponding to
the second income class. Thus, we multiply 1t0 times the income range
10,000 pesos giving us 4,440 pesos which is aagcd to the bottom limit
of the second income class; i.e., 10,000 + 4,440 = 14,440 = sample
median income.

Finally, a number of statistical tests can be performed to determine
how close this sample median is to the overall population median. This
will enable us to say that we are ninety percent confident that 14,440
pesos is the median income for project area x.

Sometimes the information collected in surveys is presented in the
form of a histogram (bar graph) or frequency polygon (conventional
linear graph). DJne widely used method o7 presenting income data is
the Lorenz curve measuring the distribution of income from which the
median may also be calculated. Since many institutions, including the
World Bank present income data in this form, it would be useful to
briefly describe this approach for calculating the median income. The
Lorenz curve depicts the relation between the cumulative percentage
of population shares (on the x axis) and the cumulative percentage of
income shares (on the y axis). In other words, households are ranked
on the basis of their share of total income, all expressed as a cumulative
percentage. From the Lorenz curve we may read off the percentage of
income accruing to each population decile (ten percent). JTncome distri-
bution data presented in this way can be used to calculat: wvne median
income. First, we locate the fifth and sixth population deciles and the
corresponding percentage shares of income. Next, we divide each share
by ten to find the rough percentage of incomec accruing to each percent
within the respective deciles. Then we add these two averages and
divide by two to get the midpoint which approximates the 50th percentile.
We take our estimate of the percent of income accruing to the 50th per-
c2rtile of the population and multiply this times the relevant aggregate
income figure. Then we divide cthe result by the number of households
corresponding to one percent of the population. This will give us our
best median income estimate.



a8
w

Adjustment of Base Year Median Income.

Since the distribution of income tends to be very stable, barring
extreme social restructuring, it i1s unnecessary to have frequent
surveys to deteimine distribution. Therefore, if the growth in
nominal urban income is known, base year median income can be readily
updated. If urban income growth is unknown, then the growth of
nominal GDP would be tle simplest and easiest substitute to use.



rS

-

c. Relevint Experiernce in Jecordary Market Operations

A regional secondary market fncility within the crganiza-
tional structure of the Central American bBank for kccnomic Integra-
tion (CABEI) has been in operaticnu in Central America since 1970.

CABEI was ostablished in 1900 by the Generzl Treaty for Central
American Int y izt * il ican Cormon larket,
Initially, omly I b , Honduras and Nicaragua were
signatories to the treaty; Costa Rica became a cignatory in 1962,
Under the treaty, ’ ablished witii tne objective of support-
ing the integraticn o mies of these Tive countries and is,
therefore, a multi-purpose regional financial institution.

’,
g

The governments cf ?hc:; Tive countries have subscribed equally
to CABEI's cnapital of $60 million {(CA$ 1.00 = UC% 1.00); as of June
30, 1976, paid-in capit al amounted to CA3 52.5 miliion and surplus,
reserves, and retained earnings amounted -o CAS 40.2 millicn, for a
total Capltdl of CA% QL.T millicn. The five Central American govern-
ments have also provic ©I with a guaranty authority of CA$ LO
million, which means that therce governments have assumed a ca$ Lo
million contingent lisbility for CAEEI's .debt clbligaticns over and
above the amount of <helr capital subscriptions.

In aduition to being a governmentally capitalized institution,
whose ten-member Boa:ri ¢f Governors is compesed of the President of
the Central Bank and thue MNinister of Finance, or of Lconomy, of each
of the five member countries, CD_LI'Q broad developmental objectives
are reflected in its four iunds - the Urdinary Fund, the Integration
Fund, the Home Loan Fund, and the Jocial Development Fund.

Thus, as an institution, ZAEEI differs from FIAFE in tne nature
of its source of capitalizazion, its control, and its objectives.
BIAPE is a mixed enterprise, drawing its capital from both public and

)
private sources, witn specialized ObJeCthGS focused on housing and
housing finance in the Latin American region.

Nevertheless, taking these factors into account, CABEI's Home
Loan Fund, which is the basis for the Central American secondary
market facility and is administered by the Home Loan Department,
offers useful experience to guide the development of BIAPE,



CABEI's iicme Loan Fund was establisted in !larcn 1963, and in
November 19263, ATL rrovided a USE 10 millicn seed capital loan t

L

assist CAELLl n initiating seconaury morigage murkwt cperalions.
However, since JABRL 3 not organized Lo operate as a true secondary
market, the licme Lian Department divided the lzan into five equal
parts and cCriel ected institutisng in each mem-
ber ccuntry. instituticns fipaneed nome mo 5 with the
proceeds, tut titio Lo the mortgages was retaincd by the criginzt-
ing instituticns.

i C‘:*W\n" Leoae

Subsequurnt
ent technique. 1In
manner of bLanxing orer
Rica, CAEr1 acauires
as well az vy gov

Lome Loan runa activity nas empioyea i aiffer-

-
CABEIL contirues v lernd direcily in the

, arnd Ccsta
coific pools of mortgages
nnent gu 21 excuange rate risks.

Title to tie mortgages Jdoes not trarsfer to CAEEI] rather the posl of
mortgages wiich serves as collateral s pledged as security for the
note, formally througi the public registry in Nicaragua and Honduras
and simply contractuaily in Costa Hica. CABEI does not assume thne
risk of default of wny mortgage incluaded in the pool and the issuing
agency is reguired ‘o maintain the soundness of the veol of mertgages
by replacing those whicn go into default with otier mortgages which
are current in their payments. In the terminclogy of the U.S. second-
ary mortgage market, these issues would be clessified as mortgage-
backed bonds.

tons, vut in Honaoras,

seoured by s

arantees of

This technijue precludes the necessity for transfer of titles
across national boundaries, which is costly and legzlly corplex.
Moreover, since the issuing agency is obliged to muintain the scund-
ness of the poeol of mortgages sccuring the issue, CABEI is protected
from default risk to a much greater extent than 17 it were rurchas-
ing whole mortgages or participations in a pool of mortgages, other
things being egual. (Of course, i: the mmrtgages cocnstituting the
pool in which participations were purchased were insured against
default by an FTHA-type agency, default risk would also be minimal.)

While the securities which CAptl acgquires are true secondary
market instruments, CABEI does nct use them directly as negotiable
issues for purposes of mobilizing funds in the international capital
market; they simply become a part of CABEI's portfolic of earning
assets. To mobilize capital in the regional and internaticnal capi-
tal markets, CABEI issues debt obligations secured by its general
portfolio and net worth position, not by the Home Loan Fund portfolio
alone, While this approach does not parallel the traditional lines
of secondary market operations, this procedure is in part dictated
by the fact that CABEI is a multi-purpose institution. Moreover,
diversification of CABEI's total portfolio, both regionally and
economically, may be perceived as a positive, risk-reducing factor.



Clearly, some of these advantages would not apply to BIAPE, which
is an institution specialized in housing finance, but the features of
regional diversification of BIAPL's portfolio certainly would, and the
HG Program lcan proposed here is designed to assist BIAPE in establish-
ing a sound portfolio. Furthermore, certain features of CABEI's opera-
tions are different from those of BIAPE and, in this regard, BIAPE may
enjoy an advantage over CABEI in gaining access to the international
capital market.

In the 15 years from the time of its establishment through June
30 1975, CABEI had mobilized CA$ LLUO million from external lenders, of
which CA$ 183 million (41.6% of the total) was on non-concessional
terms. Not all of these funds had been drawn down and substantial
repayments of principal had been made over the period, so that CABEI's
outstanding indebtedness of June 30, 1975, amounted to only CA$ 243.5
million, of which 27% of the total (CA$ 65.7 million) was comprised
of non-concessional loans. Conventional debt-equity ratio analysis
is not entirely valid in such a context, since the availability of
long-term concessional resources permits a relatively rapid accumula-
tion of earned surplus and surplus reserves in the capital account.
Moreover, concessional resources can almost be treated as capital,
particularly during their typically long grace periods. A more
eclectic approach might suggest that the relevant debt-equity ratio
for CABEI would be represented by its non-concessional debt outstand-
ing relative to paid-in capital. In these terms, CABEI's debt-ecuity
ratio would have stood at 1.38 in June 1975, compared with a conven-
tional ratio, including all debt and all equity, of 3.34. Alternatively,
the CA$ 40 million guaranty authority provided to CABEI by its member
governments could be counted as capital, thus lowering the debt-equity
ratio to 2.21, which is only slightly above that of the World Bank (1.9).

Because differences in their institutional structure make com-
parison of BIAPE and CABEI difficult, a better measure of credit-
worthiness may be the ratio of equity to risk assets, a commonly
used device for measuring an institution's capital adequacy. This
measure indicateés the percentage of an institution's assets which
could default and be written off against its capital before the
institution would become insolvent. In the case of CABEI, in June
1975, risk assets were estimated by ROCAP to consist of only cA$ 96
million in loans of the Ordinary Fund, yielding an equity-to-risk
asset ratio of 81.6%. By comparison, U.S. financial instituions are
thought to have "adequate" capital if their equity-to-risk asset
ratio of 8.6%. By comparison, U.S. financial instituions are thought
to have 'adequate' capital if their equity-to=risk asset ratio is in
the neighborhood of 10-20%.

Given that BIAPE's long-term issues will be dollar~denominated
and that the underlying collateral will be secured not only by real
property but also by host country guarantees, BIAPE should be able
to maintain an even higher equity-to-risk asset ratio than CABEI;
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BIAPE's issues may, therefore, be accepted in the international capital
market at an earlier stage in the institution's development than was
the case with CABEI. Together with the acceleration of BIAPE's prog-
ress toward a strong financial position, to which the HG loan will

make a substantial and significant contribution, this approach should
assure BIAPE's ultimate success as an international secondary market
facility.

AID's experience with CABEI also indicates that a regional finan-
cial institution can enjoy a significant advantage over national insti-
tutions in borrowing in international capital markets. A comparison
of lending rates available in the private international capital market
to CABEI and to the member countries revealed a rate differential of
between 0.6% and 0.75% in favor of CABEI.l

Leading international investment and commercial banking firms
indicated to ROCAP during the course of its 1975 study of CABEI that
there were four factors operating in favor of CABEI over the five
national governments operating separately: (1) CABEI's ability to
mobilize capital and obtain guaranty authority from its five member
country governments, (2) CABEI has a sound portfolio, two-thirds of
which is guaranteed either by the borrowing government or by a
national housing institution, (3) CABEI is considered to be less
likely to default than the borrowing governments in the event of
political changes or balance-of-payments pressure, and (4) CABEI's
portfolio is distributed across the region, rather than within a
given country, which serves to diversify the risk.2 3TAPD can o»
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2. Management

a. BIAPE

BIAPE now in its initial stage of operations, is in the
process of strengthening its capabilities to administer this HG loan
program. The Inter-American Development Bank, as part of its loan
program, has provided a grant of $500,000 for technical assistance
and staff development, for both BIAPE and its member institutions in
their dealings with BIAPE. At the present time, BIAPE's staff in-
cludes the President, Director of Finance, General Counsel, Assis-
tant Counsel, Chief Accountant, Assistant Accountant and two project
analysts.

il
ROCAP, "The Central American Bank for Economic Integration (CABEI):
An Analysis of the Bank's Objectives, Organization, Operations,
. Economic Impact and Financial Structure," December 15, 1975,p.80.

ROCAP Study, p. T9.




Present plans call for several additional staff members, includ-
ing a financial analyst and an economist, who will strengthen BIAPE
capabilities in monitoring performance trends of national savings and
Loan systems and in the Ltechniques of Fiuanelal anadysic and cash Clow
projections. BIAPE's current strategy calls for wide use of consultant
services to carry out particular assignments, rather than for continued
increases in permanent staff. Contracts are presently being negotiated
for a variety of studies, including: the operational costs of savings
and loan institutions in the region; BIAPE's internal operations: the
legislation relevant to secondary mortgage operations in each of the
twelve BIAPE member countries; the establishment of rural savings and
loan institutions; and the development of low-cost indigenous build-
ing materials. BIAPE has already signed a contract with the Inter-
American Savings and Loan Union to study the operations of secondary
markets and rediscount facilities where these exist in member countries.
An early vote of confidence has been given BIAPE management by the
international banking community which is now msking short-term
credit available and considering medium term (3 to 5 years) facilities.

BIAPE's additional staff members will serve with present
personnel as counterparts to the short-term technical expertise
being provided with HG resources, and the extended consultant
services granted by the technical cooperation program of the IDB.
The additional technical assistance required to implement this
program is discussed under Project Inputs.

b. Savings and Loan Systems

Low-cost projects will be developed with the resources of
this HG loan by the Latin American savings and loan systems themselves
as they draw on their considerable experience in mortgage origination,
administration and project design itself. Though all the projects
are developed by private sector contractors, the systems' pivotal
role as virtually the only source of housing project financing has
led the systems' management to active involvement in project design
and implementation. The construction industry in all the BIAPE mem-
ber countries has shown itself capable of producing the types of
solutions which are the focus of the proposed project.

In many instances the S+L systems as ths primary promoters
of moderate and low-cost housing development havc/ had to attack the
problems of housing production which were not specifically in the
realm of finance. The steady supply of construction materials has been
confronted in Ecuador through direct investment of funds allocated for
the housing sector in cement plants in order to increase the national
supply of this scarce commodity. In Bolivia the S+L system has inaugu-
rated the process of "mass produced" units requiring large quantities
of components prepared off-site (window and door frames, for example)
as contrasted with traditional methods of individual hand crafting. In
addition, in order to contrast the impact of materials cost inflation
on unit prices, the project itself purchased and warehoused materials.
In this way a steady supply was assured and the project's costs were
not continuously at the mercy of the contractor's cash flow and planning.




In an effort to better understand the needs of their clients
and the limits to which family incomes can e stretched for housing
many of the systems have conducted careful sociological studies of the
target populaticrn. In Ecuador the BEV was prompted to raise the limit
on the percent of income which might bte allocated to housing to LO%
after hearing consideratle evidence that families were teing left out
of projects for which they were willing to make great sacrifices. This
level of allocation is still the cause of ccncern among BEV officials
and is, therefore, the focus of continued study.

The very existence of active housing finance systems has been
sufficient to attract many people to play an active part in the money
economy. None of the low-cost projects developed by the Latin American
S+L systems have any lack of market. This has not always been true of
government projects. The private sector's avility to insist their
clients maintain a greater sense of responsibility for their financial
obligations has resulted in delinquency rates for low-income mortgagors
no worse than those for higher income families. The fact that the S+L
systems continue to produce affordable units, though perhaps too slowly,
has led to their recognition as viable institutions truly able to help
a family improve its shelter conditions. In this way, the S+L systems
have increased the target population's awareness of the value of saving
and, on the other hand, the financial community's understanding that an
attractive market exists among this segment of the population.

BIAPE's member institutions have deveioped a varied but well
rounded exrerience in the use of foreign resocurces to expand their
housing finance contributions. In most cases the first mortgage
loan is the most common form of financing carried cut; however, in
Peru, for example, a variety of guaranties have been developed to
permit financing of intermediate shelter sclutions (infrastructure
upgrading for example) for families not in a positicn *o mortgage
assets.

In order to better tap the resources of internal money rarkets
the central organizations of the Ecuadorean and Costa Rican systems
have issued mortgage btacked bonds.

Honduras and Costa Rica, among those expected to make active
use of the BIAPL/KG program, have developed the necessary mechanisms
for dealing with CABEI and are therefore already familiar with many
of the aspects of BIAPE's operational procedures. All the systems
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waiting to use the proposed program have F.H.A.-type mortgage insur-
ance programs in effect, and all may call on the full faith and
credit guarantee of their national government to support foreign
borrowings. These systems are also prepared to absorb 20% of the
financing required by the projects to be included in the BIAPE/HG
program,

Though the range of prevailing interest rates varies, BIAPE's
member institutions plan to hold the interest differential to the
minimum, gaining their principal benefit, not from the interest in-
come, but from the impact of greatly expanded lending resources.

o5, Environment

A negative environmental determination hgs been made with respect to

the proposed project. The hasis of this determination is predicated upon
the following findings:

a. The loan requested is to an international credit institu-
tion whose financial activities in this case are not country-specific,
nor earmarked to be specifically applied to a particular project.

b. In serving its savings and loan members, BIAPE will act
as an intermediary in disbursing the requested loan monies.

¢, Conduct of an envircnmental review of potential signifi-
cant environmental impacts resulting from this action is not prac-

tical given the nature of the loan borrower.

Financial Analysis and Plan

15 Projected Financial Statements and Cash Flow

As part of the research in preparing this Project Paper, annual finan-

cial statements and cash flows have been projected for BIAPE for the next
twenty years, from 1977 through 1996. (These are included in Annex H.2 as
Tables 1 and 2.) The bases for the projections are presented in the follow-
ing table. The four sources of funds in the projections include:

a. Paid-up Capital: BIAPE currently has $9.4 million in paid-
in capital, $2.6 million of which will be disbursed as a counterpart
fund for a loan BIAPE has received from the Inter-American Develop-
ment Bank; $6 million will be invested in short-term loans to BIAPE
member institutions; and $800,000 left in time deposits.

In addition to subscribing to capital, shareholders are required
to assume extra responsibility by signing a liability agreement for an
amount up to four times the value of their shareholdings. This pro-
vision is designed to assure BIAPE the flexibility needed to meet its
commitments during the first years of operation. The shareholders
issue, on behalf of BIAPE, renewable promisory notes in the amount of
additional liability. When BIAPE exercises its right under a liability:




agreement by using these promissory notes to meet obligations, the
contribution of the individual sharehclders is determined on a pro
rata basis. At the notes' maturity the sharehclders may request
that BIAPE either repay cr advance commen shares for an amount
equivalent to the ameount disbursed.

An alternwtive permits immediate subscription of additional
paid-in capital corresponding to four times the shareholder's
original juota. Wnen the additional amount is fully paid, the share-
holder is no longer subject to the liability agreement.

Current projections, included in the cash flow analysis pre-
sented in Aunex D, anticipate subscription of an additional $30
million in $10 million increments in 1981, 1984, and 1987.

b. Venezuela Investment Fund: A five-year loan has been re-
ceived by BIAPL frcm the VIF. It will be re-loaned to member in-
stitutions for the same period.

c. Inter-American Development Bank: An IDB loan to BIAPE of
$15 million in local currency will be re-loaned to member institu-
tions, which will receive the same grace period on repayment of
principal (10 years) which IDB has extended to BIAPL.

d. HG J.oan: Tor purposes of preraring the cash flow, it has
been assumed that BIAPE will relend the HG loan proceeds at 11% for
an average repayment period of 15 years, with no grace period, and
allow BIAPE to generate a rollover for reinvestment ol approximately
$10.5 million during the grace period which receives on the HG loan.

In addition, the following factors are reflected in the pro-~
Jections:

i. Administrative expenses of $7L0,000 for 1977 will
increase at 7% per annum, which is the rate of inflation in
the cost of living in Caracas, headquarters of BIAPE.

ii. A legal reserve of 5% of net income will be invested
in CD's at 9%, compounded quarterly, with semi-annual with-
drawals of interest only, and re-investment oT the reserve at
long termn.

iii.  Dividends of up to 80% of net income will be paid
to BIAPE's stockholders commencing in the sixth year.

iv. Investments of the remaining 15% of net income will
be made at long term (i.e. 15 years).



*Paid-up Capital frcm shareholders is not provided  to 'BIAPE at

Dividends paid to chareholders will be paid startinc in 1983.
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Terms: Source of Funds Terms: Application of Funds
Source of Amount (in| Interest Gr
Funds Thousands) Rate Pe
‘|a. Paid-Up capital 39,400
T *
i. IDB Count- 2,600 — — —_— 25 year
er-part
Fund
ii. Short Term 6,000 — — ——
*
iii. Time De- BOO/ == == ==
posits e
iv. Additional 30,000 — . e 15 years
Paid-up i
Capital S ade
b. Venezuela Invest- 5,000 8% 5 years | 1-1/2 5 years| 1-1/2 | Semi-annual
ment Fund years years
c. IDB Loan 15,000 25 years 25 years| 10 Semi-annual beginning in
years 11th year
d. HG Loan 30,000 9-1/2% 30 years | 10 15 yoar lione Semi
years
on
{=redsda:
dis—
burse-
TEe e

a specific maturity.
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The total original amount 1o be invested by BIAPE in this pro-
Jection is $88.6 million (excluding $800,000 held in time deposits),
at an average annual interest rute of 9.62%. The H3 loan represents
34% of this total, with the remuainder divided as follows: L4% from
paid-up capital, 17% from the IDB lczn, and 5% from the Venezuela In-
vestment Fund.

While these projections are only illustrative, and do not take
full account of BIAPE's actual activities in 1977, which are detailed
below, they do provide a useful indication of the impact which the HG
loan will have on BIAFE. A ten-year grace pericd on repayment of
principal on the HG loan would allow BIAPE to generate at least $10.5
million in additional assets bLy 1987 (over and above the original
$30 million HG). This estimate does not fully reflect BIAPE's re-
investment of the repayment of principal which it will receive from
its initial lending of the $30 million, but it does indicate the
extent to which the grace period on the HG loan assists BIAPE in
building its assets.

The projected financial statements and cash flows are also
useful in making a base line determination of BIAPE's ability to
ettract additional capital from international markets for housing
finance in Latin America. If it were assumed that BIAPE had access
to no other resources than its own paid-up capital, and the VIF,

IDB and AID/HG loans during its first decade of operations, the pro-
jections indicate that by 1984 at the latest, it will have established
a sufficiently scund financial position to attract additional capital
investments. By 1984 the ratio of BIAPE's pertfolio to loans pay-
able (assets—~tc-liabilities) will have increased steadily to 1.70,
while the ratio of its loans payable to net worth will have declined
to 1.30. Interest earned will be more than twice interest paid, and
its net income will be over 8.5 times its averaged net worth. Thus,
it is reasonable to believe that BIAPE's financial position in 1984
will enable it to borrow additional capital from international mar-
kets by leveraging its increased net worth, even if no other

sources of funds are opened to it prior to that time.

2. Impact of the HG loan

The ten-year grace period on repayment of principal is of particular
importance to BIAPE in establishing its financial position. As the projec-
tions indicate, BIAPE expects to raise an additional $30 million in capital
contributions from its shareholders. 1In order to raise this paid-up capital,
BIAPE must show a record of making sound investments on a long-term basis,
which yield a reasonable return to investors. With the grace period on the
HG loan, and its 30-year term, BIAPE will have a large pool of resources
which can be used to build its financial position and grant long-term loans
to its borrowers.



Neither the IDE lcan nor the VIF lcun cffer these advantages to BIAPE,
While the IDB loan ig for a term of % yeurs, includirng a grace period of ten
years, the grace period must Le pazsed on Lo berrowers, which does not allow
for the substantial reinvestment ¢ repnyments which will be a feature of the
HG loan., In addition, the IDB loan is teing provided largely in local curren-
cies, with interest only to bte repaid to FIAPE in U.5. deollars. Thus this

loan does not previde BIAFPE with assets which can be pledged or sold to poten-
tial investors. The VIF loan is essentially a pass-through operation, with

the grace period of 1 1/2 years also teing passed on to borrowers. Loans
generated by BIAPE are sold to YIY¥, and full amortization is due in five years,

BIAPE has been offer:d lirnes of credit from international lenders in
the U.S. and Eurcpe totalling $15 million. These are for 180-day roll-over
facilities with interest rates to be determined at the time the loans are
drawn down, based on the Londen Interbank offer rate,

The long term HG lcan with its constant interest rate and expanded
grace period will permit EIAPE to operate in its initial years without the

limitation of short- and medium-term financing.

3. Current Activities

BIAPE operations through Jctober 1977 indicate that the bank was
establishing its position, with the resources available, as an intermediary
facility for housing finance in Latin America. Table 2 reflects the Bank's
resource mobilization and lending activities (exclusive of capital formation).
The operations were either completed or in active neg-tiations at the time.
The only long-term resource was the IDB loan.

L, Financial Viability

One of BIAPE's major functions, and both 2 purpose and anticipated
output of this AID loan, is to attract resources from international capital
markets into housing fTinance in Latin America. Lenders and totential inves-
tors will evaluate RIAPE's performance and financial position in determining
whether or not to participate in the region's housing finance markets through
BIAPE as an intermediary. It 1s of critical importance then that BIAPE be
able to raise additional resources from its members and from international
markets if it is to support a continued expansion of the region's housing
finance systems.

As BIAPE member institutions are both investors and potential borrowers,
their motivation to purchase additional shares will be based on the soundness
of BIAPE as a financial institution, and on the possibility of receiving
assistance from BIAPE when needed. Potential lenders to BIAPE will look at
the financial composition of its net worth and assets and the related lia-
bilities in deciding whether to purchase BIAPE's financial paper.



35 Table 2

MAJOR FIRNANCIAL "FERATICLS - LIAPE
as of 22 Cetover 1977

A. Resource Mobili:ation

Origin Nature Amount ($U.s.)
Inter-American Development Bank Long Term Leoan $15,000,000
Inter-American Development Bank Technical Assistance Grant 500,000
Venezuelan Investment Fund Purchase of Notes 5,000,000
Commercial Bank Medium Term Loan 2,000,000
Commercial Bank Short Term Line of Credit 3,000,000
Commercial Bank Short Term lLine of Credit 2,000,000
Various Commercial Banks Short Term Line of Credit 10,000,000

Total $37,500,000

B. Loan Activity

Borrower (Country) Source of Funds Amount ($U.S.)
Costa Rica Line of Credit $ 1,000,000
Paraguay Capital 2,000,000
Bolivia Line of Credit 2,000,000
Costa Rica Venezuelan Investment Fund 1,000,000
Costa Rica Venezuelan Investment Fund 2,000,000
Dominican Republic Capital 2,000,000
Chile Medium Term Bank Loan 1,750,000
Brazil Medium Term Bank Loan and
Capital 450,000
Bolivia Venezuelan Investment Fund 2,000,000
Peru Inter-American Development Bank 5,200,000
Chile Inter-American Development Bank 5,200,000
Honduras Inter-American Development Bank 1,200,000
Nicaragua Inter-American Development Bank 1,200,000
El Salvador Inter-American Development Bank 1,200,000
Paraguay Inter-American Development Bank 1,200,000

Costa Rica Inter-American Development 'ank 1,790,000
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As noted mbove, by the end of 1984, BIAFL's assets will exceed lia-

bilities by almort twe o vne, cad ite net worti will have prown to be nearly
equal to its loans prrnbl g, 10 014V s Yorrowing activities remain
as conservative as the ; ns arprlied in tle projected financial state-
ments. This position tas Yeen reviewed with Utandard and Poors in New York,

which concurs in finding
ments would be atiractive

such ceonditions BIAPE instru-
to potential investors., (Ctardard and Poors has

an internationally reccognived bond roating service. Upen application from a
potential bond issuer, which may be u« national givernment, the service will
perform an in-depth review of the creditworthiness of the issuer. The rating
which results will be one of “he primary determirants of the interecl rate
the issue will carry.) If BIAPE were not to attempt to leverage its net
worth to railse additional capital, but continued to operate only with the
funds available to it as assumed in the projections, it would nevertheless
have u total net werth which exceeded its total liabilities by 1987. Such

a position is so "financially sound" as to be excessively conservative for a
financial institution. ot cnly coula BIAPE raize additional capital by 198L,
but good management reguires that it should do o to expand the pool of re-
sources available to its members as a result of some leveraging of its sub-
stantial net worth.

It should ve torne in mind that the renerated by BIAPLE's lend-
ing activities will be supported by full Taith =znd credit guarantees of the
governments of BIAPE's bLorrowers. This will furiher sirengtnen BIAPE's
positicn when it backs up Zts own borrowing vith the government guaranteed
loan assets in its porticiin. The projfections assume that BIAPE will begin
to pay dividends to its shareholders in 1983. Dividends paid in that year
will be L4.06% of equitv, and rise to 7.92% by 1990, further strengthening
BIAPE's position to raisze additional funds.

5. Financial Plan

The HG loan to BIAFE is for a totzl of $20 million for which authori-
zation will be sought in egual shares of $15 million in FY 1978 and FY 79/80
depending on the progress of disbursement of the first $15 million.

Cash flow projections indicate that in 4 years BIAPE will have
drawn down and disbursed the $30 million loan and be cligible for additional
equity investments from its sharehclders. It is fully expected that BIAPE
will continue to have access to medium~- =id short-term capital from inter-
national lenders during the next several years. It is also anticipated
that BIAPE will accomplish its objectives as a seccndary scurce of funds
for housing finance in Latin America by raising longer-term funds through
the issuance of its own debt instruments. The technical assistance grant of
this project will be used to help BIAPE develop appropriate instruments
vithin the following general framework.

a. Debentures: BIAPE could issue debentures in the form of
securities with bond-like characteristics to meet the needs of
institutional lenders of individual investors. These debentures
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reascnable margin
cwing should be

additicnal borrcwe

Bl borr conditicned on the

availability ¢f short- cr mediun-term leoan investments from BIAPL 1o
its members, sc¢ that the ratiz of its portifoiis to loans payable
(assets tc liabilities) weuld Ye maintained at/le minimum cfyl.é.

b. i Participation Certijficetes:  BIARIecould ulss sell ailiar
rart of the loanyg it generates to potential investors while retaining
the servicing and edministraetici, as it is now doing with the VIE
resources, In this instatice, PIATE wonld not assume thne additicrial
Jiabil‘?v, but il would be wvespongible fov liecticons of the 1.ans

it originates, As in thie ecass of debentures, FIAPE's sale ¢f «ich
participaticns will he conditioned on the availability of new inves:i-

ment opportunities &t rates of dinterest whicly are f{ivordible 1o i,

As & condition of this léwi, AMM wilidnitieidy reguire that BIARE
piedge to it therd@ssers which are penerated with the Hi laun fands,  AlD
will agrec, however, release the assets which are vledged to it, under
rredetermined conditicns, in tc facilitate BIAFE!¢ effonrts to rai
additional resources tiocy lNous pansgc,  Wihe particujar conditians under
whichi AID will relouse thicse issety piedeed to 1t will be spscified
in tl.e Imp‘ementrt* n Agreement, and in gwhpr-i provi le for the ’?rolv e -
lease of the pledged astets as long as BIAPE substitutesieollatezinl satis-

Suotory to AID., It will be required that pavment of the promissory notes
evidencing the sub-loans will be guaranteed by the host country government

of the sub-borrower, ani that the rights under these guaranties will be trans-
ferrable to each and ev 'y holder of the promissory notes. A.I.D. shall perfect
its security interest in the promissory notes and the guaranties thereto in
accordance with the laws of Venezuela. In the event A.I.D.'s examination of such
laws suggests that A.I.D.'s interests may not be protected adequately, A.I.D.

will take physical possession of such notes.

In terms of recording the pledge to AID,

: an alternative contemplated
now 1s to have the nct

issued by the different sub-borrowers transfered

a
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to AID with such transfer recorded in the books of BIAFE or the Venezuela

the n
bLle

public records. Another alternative contemplated now 1is
issued by the borrowers to BIAPE transfered to AID with
kept by AID.

to have
uht‘ nf‘t“
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(6 Social Anslysis and the Role of Women

The target bvenciiciuris: are thes  families with
@fdign level. fhese familti¢s typically have taen unable
in the existing hcusing finance market becuause of the high
solutions and the sbse=nce «of adequate quentitiec of fin
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as a liverse make-up. The neighibor-
noods in which it lives vary in phys 1:31 make-up from minimal structures
housing families newly moved from rurel ar Lz the city to well finished
sturdy, though mcdect ) strurturec telo ging ‘. neighbornocd residents who
have established a turiness base (retail -ales or ccttage industry).
Electric power i: quickly drawn tco these neighborhceds, but almost without
exception they nave no sewer system. Water comes from wells in moct cases
and cccasionally from taps in the more develeoped neighborhocds, Paved
streets are s rarity.

This target population h
l

-
19

The unrmplu”ment picture is as varied as the vhysical one.
Those new residents with the most seasonal ermployment, =and with the least
understanding of wrban cultire will probably remain outside the score of
the BIATE related vrograms. Many of the tarset porulation, however, have
steady if medest employment., Jovs include unskilled ceonstructien work,

low salaried government empleyment (Jjanitors, messengers, chaaffeurs),
sales clerks and cimrle wiite colliur work., The largest single grouming is
often tie self-employed. Once again, this gcrour, which, may constizute L0%

of the nvignborhobd, has a wile variety of emplor, and, therefore, income.
Street vendelrs range from the perambulatory novi e, to experis with rare-
fully suaked-out pogiilons at key intersections or u1‘1¢““u. The to of
the range in the target vopulation iz generally “he merchant | though some
cottage industries (iailor, seamstress, metal work, mechanic) develop im-
portant income ctability and strength. In a 1975 survey <f s typical pueblo
joven in Lima, 37% of the economically active population was classified

as "workers", implying a range of low-skiiled jobs, 8% as "employees"

often of the government, and 43% as "indevendently employed", meaning
street vendors and ‘hose with home-basod businesses (store keepers, tailor,
mechanic, etc.). Twelve percent did net list any cccupatiecn. Unemploy-
ment has been estimated at one-third cof the work force in thiese areas.

-

Employment for tie target population in the Can Jcsé (Costa
Rica) metrcpolitan area reflects many of the same problems of transiticn
frem a rural setting. levertheless, it apuears from some ol the data
available (ircluding a shelter sector assessment completed in 197%) that
families with incomes at cr near the median have access to employment in
industrial capacities including skilled censtruction weork, truck driving
and general factcry labor. The low~-cost housing programs ol the BIAF in
Paraguay are geared tc a target population which includes low-level clerical
emplcyees such as store clerks and sales persons as well as janitors,
telephone operators and elementary school teachers.



The proposed HG program is designed to support ongoing and new
efforts to encourage more active involvement of Latin America's housing
finance systems in the resolution of these problems. The program will use
long term financing and technical assistance toc encourage projects offer-
ing not only low cost completed dwelling units, but also such solutions
as core housing units, home improvements, the upgrading of public utilities
and infrastructure and rental units whose cost is tailored to the capacity
of low-income families.

The long term of the HG loan will permit BIAPE's member institutions
to create financing schemes which make credit more accessible to low-income
families. The size of the loan will expand the resources available so that
more such families are able to see the possibility of improvement in their
living conditions. The encouragement of lower-cost shelter solutions com-
bined with the smaller loan sizes should lead to the inclusion in the housing
finance market of families with a broader range of those incomes below the 50th
percentile.

The benefits are expected to accrue in important measure to women in
the target population. The improvement of living conditions which results
is rapidly reflected in an expansion of the time available for income pro-
ducing activities. Traditionally women have played an important role in
the operation of neighborhood commerce. Adequate living space is often
converted into a store or work area. The improvements resulting from ex-
pansion of the income producing potential of women among the target popula-
tion have a cyclical effect as they improve the earnings base of the family
and ease the burden of carrying shelter-related debt.

D. Economic Analysis

One measure of the impact of increased savings and capital mobiliza-
tion activities is the ratio of currency in circulation to the total mcney
supply. Typically in developing countries, as savings and resources are
transferred to the money economy, this licuidity ratio tends to fall. 1In
the years from 1965 to 1975, the liquidity ratio of the countries in Latin
America declined from an average of .32 to .23. While not all of this can
be directly attributed to the growth of savings and loan institutions,
there is no doubt that the mobilization of over $12 billion in savings by
these institutions has been a significant contribution to the greater inter-
mediation reflected in the decline., As housing finance markets broaden
and deepen with the increase in BIAPE's activity, this trend will continue
to bring resources which had not previously been intermediated into the
economies of the region. ; ;

This HG loan will also have positive economic effects in terms of

bo>th the balance of payments of recipient countries and employment ‘genera-

tion, The terms at which BIAPE will make loans to central savings and loan

banks will be favorable when compared to the short- and medium-term credits
now available from U.S. commercial lenders. These lines of credit carry |
interest rates which are to be determined when loans are actually drawn t
against them, while the rate on the BIAPE/HG loan will be constant for the ;
life of the loans made to recipient countries. With regard to the employ- !
1\




-
&

ment ctf'fects, the availabitity of financing ror tow=co st heusing will
generate consideratle constructicn activity in an expanded sector of the
housing market, and result in an increase ¢f employment cppertunities
mainly among semi-skiliel 2nd unsgkilied workers.

finally, with
its members for !
ments of each merber
loane made tc partici

invelvel for BIAPE in lending to
11 nesotiate with the govern-
Woand credit guaranties of

v, e

with I3 rezowrcees,
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IV, IMPLEMENTATION

A. Implementing Institutions

v i Recipients

The borrower (primary recipient) will be the Inter-American Savings
and Loan Bank (BIAPE). BIAPE will re-lend the HG resources to its member
savings and loan instituticns. The past experience of both the central
savings and loan banks and the individual savings and loan associations
confirms that these institutions are capable of developing projects of the
type to be financed by BIAPE under the prorosed loan program. The program
will carry the requirement that the resources will be used to finance shel-
ter solutions for families with incomes below the median level,

2k AID

The proposed loan will be monitored by the AID Office of Housing
(DS/H). Approval for disbursements will be made when AID is satisfied
that the drawdowns on the loan comply with the terms of the Implementation
Agreement. No additional AID staff will be required to administer this
project.

B. Implementation Plan

il Lending Procedures and Criteria

After the BIAPE loan is authorized, Loan, Guaranty and Imple-
mentation Agreements will be executed. BIAPE, immediately after, will
issue the general parameters under which interested savings and loan systems
could apply for AID-BIAPE funds. The following areas are expected to be
covered in the announcement from BIAPE.

a. Purpose: The HG funds will be used by BIAPE for sub-
lending to Latin American country Central Savings and Loan Banks
who are members of BIAPE for the purpose of financing up to 80%
of the loan value of shelter solutions for families below the median
income of the urban and/or rural area where the solution is being
developed. Not more than 20% of the HG resources will be lent to
any one country.

b. Base Median Income: The Base Median Income will be
established by BIAPE and approved by AID for interested BIAPE
members. Upon the submission of & request from a Central Savings
and Loan Bank to be considered as a potential recipient of HG
resources, BIAPE will proceed to conduct an evaluation of the in-
come distribution of the country to establish the Base Median
Income for the country and areas where below median income housing
projects could be implemented. The Base Median Income and the
methodology used in calculating it will be reviewed and approved
by AID prior to BIAPE's issuance of any commitment document.
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be developed and how the HG funds will tlow., It
starting with the project level, It describes
of specific projects and the stews involved in the
of credit for the parpose of financing home im rovement by

.“ 4
c., Loawirntong ¢ Madian faosmas e Yase Median Tncome

will b uraabod vy BIAYE atileasn once cvery tao i years usine the
methods wid procedures upproved by all nt the time of approvul of
the Bage NMedian Income,
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1V, Sites and servi
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before indiviaual savings end loans can issue o commitment’ for
financini. DBIAPl will have the right to require technical
changes in a specitic project and to inspect tne projects under
constructiocn.

14 Construction Advancesn: HiAPE may advance HG funds for
the construction of specific projects provided the borrowing insti-

tution provides evidence tnat such rdyvancss are needed because the

lack of short-term rescurces for conctructicn and limited resources
availaile to the savings and lomn syste
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Documentation Implementing Entity

(1) Project Idea

(i) Preliminary plans . (i) Private builder; co-
operatives and other grou;

(ii)Potential market for (ii)Savings and loans; co-
new housingj; credit operatives and other grouj
demand analysis for
hiome improvement loans

(2) Pre-feasibility Review

(i) Ietter of commitment to (i) savings and loans
proceed with final plans.
Terms of interim and con-
struction finance
established.

(ii)Letter of commitment to (ii)Central Savings and Lcan
proceed with preparation
of more detailed analysis
of amounts, disbursement
schedule for home improve-
ment. Terms for loans
established.

(3) Final Approval

(i) Final plans, specifications (i) Savings and loans
and costs

(ii)Final amounts line of (ii)Central Savings and Loan
credit for home improve- Banks :

ment developed and terms of
contracts between Central
Savings and Loan Banks and
individual associations
established.

(L) Submission to BIAFE

(i) Application for funds (i) central Savings and Loan
Banks

(ii)Overall description of
programs including target
group.



Documentation Implementing Entity
(5) BIAPE Approval of Prolect

(i) Financial, technical and (i) BIAPE
related review documentation

(ii) Letter of Commitment from (ii) Central Savings and Loan
BIATL
(iii)Executed contracts between (iii)Savings and Loan

Central Savings and Loar and

Coyyes AT
LOVINSCS ana Lcan

(iv) Letter of Commitment from (iv) Savings and Loan
Savings and Loan to sponsor
(develop:r, cooperative group)

(v) Announcement by savings and
lcans home improvement iine of
credit has been established

(6) Construction, Disbursements
(Project Level)

(i) Construction progress reports (i) Builders
(ii) Construction paymenzs (ii) Savings and Loan
(iii)Credit review for completed (iii)savings and Loans

units and individual home
improvement loans

(7) Construction, Disbursements
(Central Savings and Loan -
BIAPE)

(i) Certificate of completion - (i) Central Savings ard Loan
work in place (construction Bank
finance, certificate will
reflect work in place as
determined by savings and
loan and verified by Central
Savings and Loan)

(ii) Certificate of completion -
loans for projects and home
improvement

(iii)Certificate that funds have
been disbursed by Central
Savings and Loan

(iv) Promissory Note for amount of
loan



Documentution

Invlementing Entity

(8) bLisburseronts U.S.-BIAPE
(i) Kequest for Horrowing (i) BIAPE

(ii) Legul Opinions (counsel (ii) AID
to BIAPE)

(iii)Certiricate showing details (
of Sub-Loans (Suwmmiry of
Certificate submitted under
step T above)

(iv) Promissory lotl from Sub-
Borrower to BI/VW properly
recorded as pledged to AID

(v) Promissory lote oy amounts
Leing borrowed from U.S.
Investor

In step () wbove the in-country Centril Bavings and Loan Bank
will provide a Pronicsory Note i BiADI

evidencing the debt oblicution, It
is cxpected that BIAPN will enter into vub=Loan Agreenments witil wach Larti-
cipating institution prior to the dishiesement of any tunds, ‘Inie sue-loan

apreement will estatlish o saximwn amouit Lo be lonned and Lhe pericd atider
which such amounts showld ve disbwriea. e iromissory Note in step (1)
will be issued on the busis of the terme of Lhe Bub=Loun Agreement.,
In step (f) uvowve, before ALD wuthorises Lhe
U.G. lender, the highest legal authority in the sub-borrower's coumtbry
(Solicitor General, iinistry of Justice) will provide an orinisn that the
host country guaranty given to BIAPE under the Lerns of the Qub-loun apreements
is valid, This will be req

disoursement from the

uired only with the tirst disbwesement from the U,S,
Investor to BIAPE for tie first vroject iu each country. In subsequent dis—
Lursements, BIAPE und AID wiil rely on the opinion of counzel fror
that the host country puavanty is still valid.

n 1%

n Sub-Borrower

1he firstislep of ithe relation bolwens, Wi ABK ani purticipating
institution is a leblter of inlent from G
pate in the AID-BIAPE loun. BIAM wiil {uitiate she anzlysis of median income

in=c¢ountyy institution to purtici-
and the plan for updating the median iyccme upcy receipt of this letter of
intent. i

2

Sk AID Approvals

The form of sub-loan agreenents be

; ' ; ' tween BTAPE and Central Savings and
institutions will be approved !

in advance by A.I.D,
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L, AIl Administrative Arrangements

The entire $30 million guaranty will be approved based on this
Froject Faper. Authorization of the first tranche of $15 million will
be sent to BIAPE shortly after project approval. Authorization for a
second tranche of $1% million will be issued if warranted by BIAPE per-
formance under the first tranche. The decision to proceed with the second
tranche will be based on an interim evaluatizn of the project. The purpose
and scope of this evaluation is discussed uader Section C, Monitoring and
Evaluation.

The criteria for authorization of the seccud tranche will be:

a. need for additional resources, evidenced by full commitment
of the first tranche and requests from Central Savings and Loan Banks
.for the full amount of the proposed second tranche.

b. demonstrated progress in developing additional sources of
long-term capital =videnced by preparation and distribution of
prospectuses to potential outside investors, design of instruments
BIAPE can market to raise additional capital, and expressions of
interest by outside investors in providing long-term capital to the
Bank. The results of the evaluation and a request for authorization
of the second $15 million will be submitted to the LA Bureau for
review and arrroval.

a9}

Monitoring and Evaluation

Monitoring of the lcan will be the rosponsibility of the Office of
Housing. It will include reviews of BIAPE's procedures and actions with
regard to commitment and disbursement of the loan. Regular and pericdic
statements of BIAPE's financial condition and activities will be forwarded
to the Office.

The Office of Housing will require that two in-depth interim evalua-
tions of the project's performance be conducted, the first following dis-
bursement of 75% of the initial $15 million, estimated for the third
quarter of CY 1979, and the second to fall in the fourth quarter of CY
1980 following disbursement of a substantial portion of the second $15
million. A final project evaluation is scheduled for late CY 1981 when
the full loan has been disbursed.

The evaluations will consider the speed with which commitment and
disbursement have taken place, and the breadth of response from all
BIAPE's member institutions to the opportunities presented by the pro-
posed HG project. They will also consider the impact of the HG resources
on BIAPE's ability to tap international capital markets for long-term
resources, The examination of BIAPE's performance will consider com-
pliance with the directives, terms and conditions of the guaranty agree-
ment, the efficiency of program edministration and the bank's financial
condition and development. '
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The evaluations will assess the use of the HG resources by
BIAPE members to attract an increased percentage of Latin America's
low-income populations to be served by their respective housing finance
systems. Consideration will be given the impact of the project on
savings mobilization, the cost of shelter solutions developed by the
housing sector in the various countries involved and the financing
arrangements developed to reach the target populations.

Finally, the later evaluations will assess the loan repayment
experience of the member countries and the findings of the various
systems with respect to repayment capacity, the appropriate size and
term of loans, interest rate requirements, and delinquency.

D, Conditions Covenants

In addition to the standard conditions included in the Imple=-
mentation Agreement, the following condition precedent to the first
disbursement for each participating country will be included in the
ATD-BIAPE Implementation Agreement.

1. Median Income Definition. No disbursement from the U.S,
Investor(s) to BIAPE will be authorized by AID unless the median income
and the manner in which such median will be adjusted has been approved

by AID for the country for which BIAPE intends to utilize the proceeds
of the U.S. Loan.

2. Full Faith and Credit Guaranty. No disbursement from the U.S.
Investor(s) to BIAPE will be authorized by AID unless the full faith
and credit guaranty of the country to the obligations assumed by the
borrower of HG funds from BIAPE has been obtained.

In addition, the AID-BIATE Implementation Agreement will in-
clude a covenant to the effect that not more than 20% of the resources
available under the U.S. Loan will be made available to any participating
country.



Project Title & Number _INter-Arerican Savings and Loan Bank _ _

NHEX A

PROJECT DESIGN SUMMARY
LOGICAL FRAME¥ORK

TMEANS OF VERIFICATION

Lite ol Pigyoce

Fiom FY __ 7R wafvy B
Torat U 8§ Fyndag S0 @slifan
Dore Propend _ Ja0 1078 7T

TAPOR TANT AL 11wy

Aysumptiony lor grh.ev.ng gyl tarqees

No major economic recrasion

In the region

Actumprions Int achie.ng furpree

Loane ca'ry taterreat ratea that
enahle RIATF to opceate profitably.
Demand frown Central AL Ranis
remafns biyh.

Assumptions lor achireing cutputs

S&Ls ahle to finance 20T of the
value of mortgagres generated

Technical assiatance utilired
ef{fectively by BIAM

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INCHCATORS 1978 1979 1980 1981
Progrom or Sector Gool: The brooder objective to Megsures of Goal Achievement: (Cumulative)
which this project contributes:
To incrcase the availabllity of housing The investment and lending plansg of BIAPF. records
finance for low-income families provided BIAPE. member institutlons reflect an SAL records
by lLatin American S&I, systems incrensed percentage of resources 10% 25%
directed at the rarget population
P.oyect Purpose: Conditions that will indicare purpos= has been
achieved: End of project status.
To develop a viable [inancial institu- 1. BIAPE portfolio (total Smillion) 16 22 n 43 BIAPE recorda
tion capable of aperating in secondary 2. Profitable operationa (toral
markets to enhance rhe flov of private Sthousand) (146) 346 1174 650
sector lonp-term financing into housing 3. BIAPE creditworthincas
for low-income families in Latin America. a. Portfolin/Loans Payahle 1377 1247, 1207 1377
b. Loans Payable/Net Worth 1487 2057 2837 3957
4. External financing obtaiaed:
a. Number of investars - -- 1 .3
b. Investment ($million) -- - 3.0 10.0
Cutputs: Magnitude of Outputs:
1. Increased financing of low-cost 1. Completed shelter solutions BIAPE records
shelter solutions a. Number of units 0 3000 10,000 15,000 ] Project evaluation
b. Totai price (Smillfon) o 7.5 25.0 37.5
2. Development of a BIAPE program to 2. a. Prospectuses written & AID recorda/consultant reports
attract long-~term private sector distributed Project evaluation
financial resources b. Debt instruments devcloped
c¢. Trained staff capable of
negotiating international
financing 1 3 3 3
Ilnputs: Implementotion Torget {Type ond Quantity)
RIG Loan funds $30, 000,000 Disbursements to Central S&LS AID records
($million) 1.0 5.0 16.0 30.0
SER/H funds for TA TA (Sthousand) 30,0 0.0 120,0 120,00} AID records

Total lnputs

120,000
$30,120,000

Asiumptions for prov.ding rrputy

f1IC loan funds avatlable on
reasonable terms
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ANNEX B

Fi.
Project
BTAVE
(Inter-American favinrs nd Loan Bank)
1978 1976 108~ 1581
quarters ! 23 Y 1 234 1 L3y It 23 4
1. Sign Loan Agreement -= !i
2. Technical Assistance
a. Identification of Target Group, — M
Preparation of Guidelines for
Project Develcpment
b. Development of Lending -
Criteria
¢. Project Evaluation Process "*I
d. Financial Analysis and Pro-
Jection Techniques
e. Mobilization of Resources in F—
International Capital larkets
f. Terformance Analysis of Nat- -
ional Savings and Loan Systems
3. Initial Disbursements for Construc- q P
tion of Approved Projects
L. Indepth Evaluation —
5. Authorization of Remainder of Loan IIIIT
6. Disbursement of Accumulated Total -
of $15 Million
7. Disbursement of Approximately _
$22.5 Million on Presentation of
Mortgage Particirvations
8. 1Indepth Interim Evaluation
9. Disbursement of Total Loan A M _
10. Final Precject Evaluation




ANNEX C

9 MAR 1977
MEMOKANLUM
10: SLI/H, Mr. Peter Kimm
Room 6.5 SA-12 iq e

\I

SN
FROM: AAA/LA, Donor . Lx’E:B
SUBJECT:

DAEC Revicw O0f Regional Inter-American Savings ond Loan
Bank (BIAPE) PRP

A. Summary .

The DAEC revicwed the subject PEP and authorized SHR/H to
proceed with the development of the projoscd project utilizing HLG
resources, lHowever, '} vfore
was requested to pauepare an
DALC concerns.

initiating an intensive review, SEN/I
interim report to address specific

B, Use of Developmoent Loan
- L

(DL) 1 m-\hiilu) :

The proposed §5 million
DAEC concluded that the use
be inappropriate. HIG stan
recipients of mortyages for

Development Loan was disapproved, -

hoe
of BL financing tor this project would
dards will be wrod to determine elinible
low cost shelter soluticns, €.9., urban
families vhose incomcs are below the medium in Loth *deve lopig"
ard "graduate" countries

liowever, these stoaed.rds are inconsist ent
with the target group critecia normally uvsed for bavelopoont Loan
assisted projects. The DIEC alsd cone bud-d that, even if RIAVE would
be williing to orient a part of ite secendery rnctgage operations to-
wards serving the housing recdn of e Lot sUourban familics, BIAPE
ig a relatively new and Inexperienced inttitution, with iiicited copac-
ity to assame the additiopal Butdonsg ot dng ot vation, promotion and
rislk, which an oneration SerViteg Lhe regres! uilan familios sould re-
guire., FPinally, cven thovgh the DREC agreed wit's SEW/I s argul.ent

that Development Loan finoncing would Yl BIAVE to incroase itn Lash
flow and capital asscts woce Capldi s itan would Lo pousible using only
HIG funds, eoxisting and petontial domes ) | op foocendary mort jagn {inanc-

ing by primary Savings and Louan: (Lih) dnntitations was not sufiiciently
denonstrated in the PRD to Juttify the nevd for the rapid increase in
BIAPE'S assets and cash flow wi

ileh concessional lending would permit,

C. luterim R“RELE' The Iﬁtshonld (45 RRCHVERCAH

1. Deirand for luw Cosl eusing, Lkl snculd examine the extent
torwhich the lack of long term scecondaey  market  financing is the
Principal constraint to increascd cunstruction of low cost housing.
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g ANNEX C

vithin this f1a: work fai 20 Sheutd evaluete: (a) i eflective
demand from low 1nc me fa.ilics g ade uat e Lo cerve as the basis
for a healthy prisary mortgade - ari.t in baoth LU ag well as
"graduate" countries; (b)) the degree to whiich local Saviugs and
Loan associations are unsble 1o neet this deman! Lecause of
liquidity constraints; and (¢) incontives tha would be required
to cncourage Savinas and Loan anseciations to reorient  their
mortaage financina programs to serve low dncores familices.  Based
on the findings of 1ts evaluation, YilP/li choulld reassess  the
level oi HIG financing that BIAPE will require to service local
S&tL's need for soccordary mortaage financing, and readjust
HIG amount as appropriate.  The ICY study as well as a sur-
vey ©of S&Ls in mcnber countries might provide useful inputs in
the evaluation required from SER/IL,

the

2. Local Participation. As proposed in the PRU, BIALE would

buy 100% of primary rortyages iusuod by Jocal Savings and loan
associations, and would also asiure all the ricks of inertgage dafault
if not already covered Ly PHA=type insurance iisued by the Hatienal
Savings and Loan institul.ions.

However, SER/IN should investigate
the possibilities of transferring o jortion of the riske to member

Savings and Loan associations, by limiting BIA!!''e purchases toc not

more 4han 80y of i imary mortyages, with the SaL associations
asswning responsibility for the remaining portion. The local contri-
bution could be conzidered as a counteapart coatribution to the HIG
loans,' and also scrmve to demonstrate interest by G&Ls in promoting

low cost housing condtruction throuyl, RIAPE in their respective
countries.

J. Protection ¢ AlD Guaranteed Loansg,  To secure AID guazantecd

loans Lo LIAPE @ against risks of detault, SER/H would require BIAFD

to pledge to AlDL as nceded the mortgages which it acquires for its
portfolio with tho jproceeds oi the AlD guarantee ! loans. The DAEC con=
cluded that AID gucranteed lcean fur.ds would e adequately protected if
BIAFE's portfolio was cecured hy Fla-type insurance in irember countries
alony with a host government tuil foith and credit guaranty ol cxchange
convartibility. SER/M should re:xariie the need for the pledaing of
BIAPE held mortgages to AID and reficcet its findings and reconmended
alternatives ia the interim roport. The report should exp! in how the
guaranty obtaincd from cach governr.ont will be transferred to BIMAPE,
including the maintenance of value quoestion.

D. Project Duvolopnent. In preparing the PP, SER/H should address the
following DAEC co:nci:rs:

l.

Effect on Gther Secondary Mortyaq: Activities. SER/H should
examine the instituticnal and operating arrangements which will be
established betwcen BIAPE, the Central American Bank for Eceonomic

{
¢
?
£

e




Integration (VAMET)Y and the Carlidoan teveloprent Bank  (Chl),
and propose tuh LEALUXes Aaf newest ay to insuie that the second-
ary mortgage activitices of thosce bunss are not jeopardized,

2. Possibality of Incieasiod i tindncing.,  The Government of
Vanezuela has wypruqxlﬁnTnLc:v'l i janviding “"FIV" loons Lo a number
of Latin Countries and regicon:l institutions as compensation for
highor oil prices. SLF/H shondld exidlore with the GOV thie possibility
of increasing ite tfinancial Sup Pt to BLARL.

3. Henolis Tneidenco.l Aaoa tejien lodpstituticn, BIAYL cannot
discriminate atonyg ita Pomber Savin e and 1 oan associations. However,
the DALC was concernad thit the more afflucnt countries within the
LA rcegion might sorve to bonefit dirproyportionately from BIAPL's
secondary mortgage operations. The PP rinuld contain an estirate of
BIAPE's projucted ddistribution of 16 fuwuls by country, and if
necessary, criteiia should be entallished to insure that SeLs in
poorer cnuntxies‘have equal alces: to secondary mortgage financing,

L. Initial Environmental Examinataon

Based on a roview of SER/H's Initial Environmental Examination,
I have determined that the rropased project is not an action which
will have a significant effect on the humnan environment and I
Approve a negative determination.




ANNEX D

10: SER/H, Mr. Peter ¥imm
' '14 Ay {"‘ ! .
FroM: [, AR/LA, Abelardo L. valdez
:)',
SUBJECT: LA Bureau Review of the Interim Peport for the
BIAPE Project (IY 1978 HIG - $30 Million)

REFS: A. Lion-Kimm Memo dated March 9, 1977
B. Pita-Weinberg Memo dated Septumber 22, 1977

As a result of the DAEC review of the BIAPIL PRP, SER/H was
requested (Ref A) to prepare an Interim Report which addresses
threce issues that were not resolved during the DAEC meeting. These

issues are: (1) the cffective demand for low-cost housing; (2) the
extent of local participation in financing low-ccst housing under the
proposed project; and (3) the protection of AID guaranteed loans.

The Bureau has reviewed the Interim PReport submitted by SER/H (Ref B).
We belicve that PP development should proceed, although two of the
three issues cutlined above are not fully addressed by the Interim
Report. Resolution of these two issues in the PP will be a requirement

for DAEC approval of the project. We suggest your treatment of these
issues cover the focllowing:

1. Demand for Low-Cost llcusing. The Interim keport derives an
estimate of effective demand from a macro-analysis of the global need
for housing in Latin America. Our memo of April 21, 1977 requested an
analysic of the effective demand for low-cost housing in each of the
countries that would be eligible to receive guaranties under the
project. The PP should more fully respond to this requesc. Specifically,
the PP should discuss financing requests in hand and those expected to
materiilize over the life of the project (insofar as t“ese are known).
The extent to which such requests respend to the needs of AID's target
group should then be analyzed. TFinally, SER/H's analysis should
demonstrate convincingly that a sufficient number of interested potential

borrowers have inccmes which would qualify them for the type of housing
projects contemplated.

The PP should also analyre the institutional capabilities of the S&Ls
which are expected to participate in this program, to include an
evaluation of their performance and experiences in low-cost housing
program design and implementation. Of particular importance will be
the kind:of procedures that will be established by S&Ls to insure
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effective promotion of low cost housing solutions, and the financing
and collection arrangements that will be instituted to permit
efficient administration of luw-cost housing projects, as well as
enable increased access by low-income families to the low-cost housing
units which will ke censtructed.

2. Protection of AID Guarantecd Loans. The government of each
participating borrower will provide a full faith and credit guarantee
to BIAPE against default and currency devaluation. SER/H believes
that an additional guarantee 1is nceded to ensure that BIAPE would use
these funds (or othier assets) to pay the Investor, and has proposed to
require BIAPE to pledge assets generated with HIG funds to AID to
provicde protection of AID guaranteed loans. While pledging of assets
to AID would ensure that AID has a priority claim against BIADPE's
resources, and would be one way of protecting AID against guarantee
claim:, there are other viable options which may adequately protect
AID's interests. We request that the PP address the following: the
degree of risk in lending to BIAPE aiid the corresponding need for
pledging BIAPE's portfolio to AID; the alternatives, other than pledqing,
{such as securing RIAPL's portfolio Ly FHM type insurance in member
countries along witii a host country full faith and credit quarantee
of exchange convertibility) that SER/H nas considered for protecting
AID guarantee funds; and the reasons why FER/H prefers the pledaing
alternative.

We are looking forward to reviewing the PP in the ncar future.
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LA/DR-IEE-77-42

ENVIRON!ENTAL THISHOLD DECISION

Location : Latin America Regional (598)
Project Title : Inter American Savings and Loan (BIAPE)
Funding : FY 77 - §15,000,000; FY 78 - $15,000,000;

Housing Investment Guaranty (HG)

Life of Project: Three (3) years

SER/H Recommendation

Based on the Initial Environmental Examination, SER/H lLias
concluded that the project will not have a significant effect on
the human environment and therefore recommends a Negative
Determination.

The Latin Americz Bureau's Development Assistance Executive
Committee has reviewed the Initiel Environmental Examination for
this project and concurs in SER/H's recommendation for a Negative
Determination.

AA/LA Decision:

Pursuant to the authority vested in the Assistant Administrator for
Latin America under Title 22, Part 216.4a, Environmental Procedures,
and kased upon the above recommendation, I hereby determine that

the proposed project is not an action wtich will have a significant
effect on the human environment, and therefore, is not an action for
which an Environmental Impact Statement or an Environmental Assessment

will ke required. \\\ZA 2;7
/A\J wl( ' ‘\é'/p‘,‘

Assistant Administrator
for Latin America

g Alscal 75

Dc.f,é

Clearances:
DAEC Chairman:CWeinberq -
LA Environmental Coordinator:MDeMetre {(substance)
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. DRAFT
DEPARTMENT OF STATLE
AGENCY FOR INTERNATIONAY DEVELCPMENT
WASHINGI(ON D C YA

GUARANTY AUTHORIZATION

Providen From: Housina Irvestment Guaranty Authority

For: Inter-American Savinas and Loan Bank (BIAPE)

Pursuant to the authority vested in the Assistant Administrator,
Rureau for Latin America, by the Foreian Assistance Act of 1961, as amended
(FAA), and the deleaations of authoritv issued thereunder, I hereby authorize
the issuance of auaranties nursuant to Section 222 of the FAA of not to
exceed fifteen million dollars ($15,000,0NN) in face amount, assuring against
losses of not to exceed cne hundred percent (179) of loan investment and
interest with respect to loans hy eligihle !'I.S. investors (Investor) accept-
ahle to A.1.D. made to finance housina proiects in Latin America.

This quaranty shall te subiect to the followina terms and conditions:

1. Term of Guaranty: The loans shall extend for a period of up to
thirtv vears (3N) from the date of successive disbursement and shall include
a arace neriod on the renavrent of nrincipal of up to ten years (11) from
the time of each successive dishursement. The ruaranty of each 1oan shall
extend for a period hecinnino with the first distursement of the loan and
shall continue until such time as the Investor has hecen paid in full pur-
suant to the terms of the loans.

Interest Rate: The rate of interest pavable to the Investor nur-
suant to the loans shall not exceed the allowable rate of interest nrescribed
nursuant. to, Section 223(f) of the FAA and skall be consistent with rates of
interest aenerally available for similar tvpes of loans.

2

2. Additional Ruarantv: Each of the loans made by RIAPE to partici-
patina institutions for tha financino of low-cost housing projects will
carry full fajth and credit auaranties of the aovernments in vhose countries
nroiects are located.

A. Fee: The fee of the United States shall be pavable in dollars and
shall be one-half of one nercent (1/2%) ner annum of the outstandinq quaran-
tied amcunt of the loans nlus the fixed amount of $150,9N0 to be paid as
A.1.D, rav determine uron dishbursement of the Toans.



ANNEX F

DRAFT

5. DNther Terms an! Condition<: The auarantv shall ke subject to cuch
cther terms and conditiens as A.T.D. may deem necessary.

Ahelardo L. Valdez
Assistant Administrator
furecau for Latin America

Clearance:

o MAA/LA:Edward V. Cov
LA/DP:Austin I. Vevman
LA/DR:Marshall frown
SER/FM/LD:Steve Parnas
SER/H:Peter M. Kirmi
SER/H:J. David McVav ™
fC/H:Michael Vitav
RC/LA:Judd Kessler )
PPC/ER:E. Hooan 777



Country Checkl it

Licted below are, tirst, statatory criteria applicable
generally to FoA tunds, and then criteria applicable to
individual tund sources:  Development Assistance and
Security Sapporting Asnictance fando,

e GENERAL CRITEKIA_FOK_COUNTRY

This is a reaional project and, therefore, no specitic country
criteria are avolicable,  Couo finpnex for UAY Section 116 discursion.

B, Project Check!li .t
1. FAA Sec. 221;222. In what manncer does the The profram quali-
Project mocet the criteria of Sec. 221 or 2227 fications under
Sec. 222(b)(2),
2. FAA Sec. 222{c). 1s the total principal and (4).
amount of guaranties issucd under Sec, 221,
and 222 (including the amounlt reguested to
be tor this project) in excess of S$1,030,0007? Yes

3. I'AA Sec. 2253(1).  1s the interest rate pre-
scribed for loans icsucd under Sec, 221 or
222 consistent with the maximum rato eriteria
of Sec. 223(t)7 Yes

4. PAA Scc. T2z3(g). Arc the gnarantics

issued under Sce. 22) or 222 for hou-ing
projects l)except for arceqgional projects,

is countrics recoiving, o which in the
nrevious two yoars have rcceived,dovelop-
ment asaistance under Chapter 1 of Part 1

of this Act 2) coordinated with and complo-
mentary to such assistance and 3) cpoeei-
fically designed Lo demonstrate the
feasibility and suitability of particular
kinds of housing or of financial or other
institutional arrangemente? 15 90% or moro -
of the agurcgate face valuce of housing
quaranties to be issucd for housing ot
shelter suitable for fwmilies with income
below the median income oi the area in which
the housing is located? Yes

5. FAA Sec. 238 (c). Are the investors, at the
time of the issuance ot the quaranty, "eligible
investors"” within the qweaning of Scec. 238(c)?




BIAPE ANNEX H.1TAME 1
PROJECTED FINANCIAL STATEMENTS
YEAR ENDINC ON DECEMBER 31, 1977 THROUGH DECEMBER 31, 1996
{In Thousands of Dollars)

12/31/77 12/31/78 12/31/79 12/31/80 12/31/81 12/31/82 12/31/83 12/31 /84 12731/85% 12731 /86

STATEMENT OF CONDITION

Assets
Cssh 1,192 1,606 2,442 1.432 2,863 1.300 1,044 1,585 2,298 2,194
Certificartes of Deposit 80O 800 822 822 849 932 1,017 1,109 1.20) 1.291
Portfolio Long Term
Original Financing 14,400 21,124 Nn,s23 41,348 56,459 54,567 53,372 h2,062 w0, 961 98,914
v21l-over 1,500 1,457 1,408 1,353 1,815 5,899 8,442 10,064 12,235 15.43%
Portfolio Short Term
Orizinal and Roll-over 5,112 4,759 4,460 4,928 4,663 4,723 4,575 4,653 4,047 4,638
Total /ssets 23,004 29,746 40,555 49,883 66,649 67,421 #8450 79,453 HO, 942 82,472
Liatilities and Net worth
Loans Pavable
"enezuela Investment Fund 5,000 5,000 3,709 2,31 800 -- -- -- -- --
Interanerican Development Bank 3,750 7,500 11,250 15,000 15,000 15,000 15,000 15,000 15,000 15,000
Housing Guaranty Loan 5,000 7,500 15,000 22,500 30,000 30,000 30,000 30,000 30,000 30,000
lot:} Liabilities 13,750 20,000 29,959 39,811 45,800 45,000 45,000 45,000 45,000 45,000
Net Worth
Paid ap Capital 9,400 9,400 9,400 9,400 19,400 19,400 19,400 29,400 19,400 29,400
Reaire? Rarnings (145) 346 1,174 650 1,400 2,889 3,833 4, lah ., 139 7,581
Leesl mvarrve - -- 22 22 49 132 217 309 403 491
Toral Ner worth 9,254 9,746 10,596 10,072 20,849 22,421 23,450 34,453 35,347 37,473
Tora! Liabilities_ond Net Worth 23,004 29,746 40,555 49,883 66,649 67,421 68,450 79,453 80,942 82,412
ST1ATEMENT OF INCOME & RETAINED EARNINGS
Income
trterest Far-med
Portfolio 622 2,152 2,791 3,687 4,976 5,713 6,057 6,721 7,322 7,388
Cervificates of Deposit 209 238 180 78 78 82 82 86 86 90
iotal 831 2,390 2,971 3,765 5,054 5,795 6,139 6,807 7,408 7,478
Interest Paid 237 1,106 1,274 3,383 3,307 3,185 3,152 3,152 3,152 3,152
Net Interest Income 594 1,284 1,697 382 1,747 2,610 2,987 3,65% 4,256 4,326
‘dministrative Expenses 740 792 847 906 970 1,038 1,110 1,188 1,270 1,360
Net Income (146) 492 850 (524) 777 1,572 1,877 2,467 2,986 2,966
Retained Earnings at the beginning of the period -—- (146) 346 1,174 650 1,400 2,889 3,833 4,744 6,139
Less: Legal Reserve - -- 22 - 27 83 85 92 94 88
Dividends Paid - -- - -- .= .- 848 1,464 1,497 1,436
Retained Earnings as of the end of the year (146) 46 1,174 650 1,400 2,889 3,833 4,744 6,139 7,581
R'TIOS
Portfolio 153% 1377 1247 120% 137% 1457, 1487 170% 172% 176%
Loan Payahle
Loan Pavable 1487, 2057 2837 395% 220% 2007 1927 1307 1257 1201

Ne: Worth

Dividends Paid
Stockholders' Equity 4.06% 5.567. 4.717. 4. L%,



STATEMENT OF CONDITION

\ssets

Cash

Certificates of Deposit
Portfo’ lo Long Term
Origizal Financing
Rolli~over

Portfolio Short Term
Original and Roll-over

Total issets

Liabilities and Netr Worth

Loans Pavable
Venezuela lnvestment Fund
Interamerican Development Bank
Housing Guaranty Loan

Total Liabilities
Net Worth
Pa:d up Capital
Kerained Earnings
Lezal Reserve

Total Ner Worth

Total Liabilities and Net Worth

STATEMENT OF INCOME & RETAINED EARNINGS

Income
Interest Earned
Portfolio
Certificates of Deposit
Total
Interest Paid
Net Interest Income

Administrative Expenses
Net Income
Retained Earnings at the beginning of the period

Less: Legal Reserve
Dividends Paid

Retained Tarnings as of the end of the year

RATIOS

Portfolio
Loan Payable

Loan Payable
Net Worth

Dividends Paid
Stockholders' Equity

banee ANREY 4,1 TARLE 2
PROJECTED FINANCIAL STATHEMENTS
YEAR ENDING ON DECEMBER 31, 1977 THROUGH DECEMBER 31,1996
(In Thousands of Dollars)

12/331/87 12/31/88 12/31/89 12/31/63%  12/31/91  12/31/92  12/317/93  1../31.9 1.:31:95 1./31/9%¢
1,372 784 1,312 1,944 2,795 1,504 875 57/ P n5
1,404 1,518 1,629 1,879 2,129 2,347 2,559 170 S 9n9 3.190

66,680 63,810 60,665 57,220 53,441 49,283 45,597 42,209 39,097 37,968
19,711 24,511 30,178 32,322 34,040 38,277 41,n67 44,090 45,577 an, 738
4,650 4,653 4,769 4,798 4,726 4,609 4,591 4,h87 4,071 &, h12
93,817 95,276 98,553 38,163 97,091 94,080 95,289 94,349 93, 44 97.35)
14,568 13,692 12,800 11,888 10,956 10,008 9,044 8,056k 7,052 6,026
30,000 29,892 29,613 29,174 28,560 27,557 26,820 26,012 05,129 4,153
44,568 43,584 42,413 41,062 39,516 37,565 35,804 34,068 e 30,177
39,400 39,400 39,400 39,400 39,400 39,400 39,400 39,400 39,400 39,400
9,245 11,574 15,911 16,622 16,846 17,568 18,266 18,955 19,438 20,388
A4 718 829 1,079 1.329 1,547 1,759 1,904 > 189 2.390
49,249 51,692 56,140 57,101 57,575 58,515 59,425 »0,321 wl,207 w2,176
93,817 95.276 98,553 98,163 97,091 96,080 95, 289 4, IBY "3 N4 Y353
8,104 8,872 9,109 9,435 9,252 9,231 9,173 9,130 9,104 9,534
90 90 106 112 123 135 145 154 163 173
8,194 8,962 9,215 9,547 9,375 9,386 9,318 9,284 9,207 9,707
3,152 3,137 3,102 3,050 2,984 2,908 2,828 2,732 2,638 2,528
5,042 5,825 6,113 6,497 6,391 6,478 6,490 6,552 6,629 7,179
1,455 1,557 1,665 1,781 1,905 2,038 2,180 2,352 2,495% 7,069
3,587 %268 4,648 %,716 4,486 4,460 4,310 %.220 PR ETA 4.510
7,581 9,245 11,574 15,911 16,622 16,846 17,568 18,269 18,955 19,638
113 114 111 250 250 218 212 207 203 221
1,810 1,825 [ 3,755 4,012 3,500 3,400 3,3:4 3,248 3,541
9,245 11,574 15,911 16,622 16,846 17,568 18,266 18,955 19,638 20,386
204% 213% 225% 2307 233% 2457 2567 267% 2807 2951
907% 84% 767 2% 69% 647 607 56% 53% 492
4.73% 4.13% -- 7.927% 8.407 7.31% 7.05% 6.84% 1 6.64% 7.19%



BIAPE ANNEX H.1 TABLE 2
CASH FLOW PROJECTION
TWENTY YEAR ENDING ON DECEMBER 31, 1996
{In Thousands of Dollaras)

1/1/77 to  1/1/78 to 1/1/79 to 1/1/80 to 1/1/81 to 1/1/82 to 1/1/83 10 1/1/84 to 1/1/8% to 1/1/8k 1¢
12/31/17 12/31/78  12/31/719 12/31/80 12/31/81 12/31/82 12/31/83 12/31/84 12/31/85% 12/31/86

Balance Forward [ 1,192 1,606 2,442 1,432 2,863 1,300 1,044 1,98% 2,29
INFLOW
Source of Funds
Paid up Capital 9,400 -- -- -- 10,000 .- - 10,000 .. .
Venezuela Investment Fund 5,000 -- -- - .- -- - .- . .
IDB Loan 3,750 3,750 3,750 3,750 -- -- - .- - o
HG Loan 5,000 2,500 7,500 7,500 7,500 - - - . o
Recuperation of Principal - Original Portfolio = 176 1,601 1,975 2,389 1,892 1,195 1,330 1,481 1,647
Interest Earned on Investments - (Original
Portfolio) 348 1,490 2,209 3,087 3,815 3,972 3,811 3,578 3,527 3,361
Recuperations - New Portfolio - 43 49 55 201 407 992 H92 1,233 1,48}
Interest Farned on Investments (New Portfolio) -- 163 158 151 695 1.321 1,764 2,589 3,32 3.%74
Recuperations - Short Term Loans 888 2,172 2,911 3,075 2,727 2,756 2,949 2,77% 2.R25 .78
Interest Earned - Short Term Loans 274 499 424 449 456 420 480 454 453 453
Interest Farned - CDs 209 238 180 78 78 82 82 Kh Rb [
TOTAL 24,869 11,031 18,782 20,120 27,871 10,850 10,875 21,804 12,947 13,447
CUMULATIVE 24,869 12,223 20,388 22,562 29,303 13,7113 12,175 22 84H 14,532 15,743
OUTFLOW
Loans 14,400 6,900 11,900 11,900 17.500 -- -- 10,000 .- -
New Loans 1,500 - -- - 663 4,491 3,135 2,514 3,404 4, hB1
New Loans (Short Term) 6,000 1,819 2,612 3,543 2,462 2,816 2,801 2,853 2,819 2,832
Deposits - CD's ’ 800 -- - - -- - -- - - .
Loans Payable Amortjization
IDB
Interest 37 111 185 259 296 296 296 296 296 2%
Principal - - - - - - -a - - -
VIF .
Interest 200 400 375 268 155 33 - - - _—
Principal -- - 1,291 1,398 1,511 800 - - e .
HG
Interest -- 595 714 2,856 2,856 2,856 2,856 2,856 z,856 2,856
Principal -- - - - - - - - - .
Administrative Expenses 740 792 847 906 <0 1,038 1,110 1,188 1,270 1,360
Legal Reserve (5%) - - 22 - 27 83 85 92 94 88
Dividends Paid to Stockholders (80%) - - -- - - - 848 1,464 1,497 1,436
TOTAL 23,677 10,617 17,946 21,130 26,440 12,413 11,13 21,263 12,236 13,549
NET _CASH FLOW 1,192 414 836 (1,010) (1,431) (1,563) (25+) 541 m 1o

AVATLABILITY 1,192 1,606 2,442 1,432 2,863 1,300 1,044 1,585 2,296 R L



ANNEX H.1 TABLE 2 (cont.;
BIAPE
CASH FLOW PROJECTION
TWENTY YEAR ENDING ON DECEMBER 31, 1996
(In Thousands of Dollars)

1/1/87 to 1/1/88 to 1/1/89 to 1/1/90 to 1/1/91 to 1/1/92 to 1/1/93 to 1/1/94 to 1/1/9% to 1/1/96 te
12/31/87 12/31/88_ 12/31/89 12/31/90 12/31/91 12/31/92 12/31/93 12/31/94 12/31/95  12/31/9%

Balance Forward _.2,19 1,372 784 1,312 1,944 2,755 1,564 875 577 473
INFLOW
Source of Funds 10,000 .- -- -- .- - - - -
Paid up Capital .
Venezuela Investment Fund - - - - — - - . .
IDB Loan - - - -- .- -- - - -- =
HG Loan == - == b == hae -- - == -
Recuperation of Principal - Original Portfolio 2,234 2,870 3,145 3,445 3,779 4,158 3,686 3,378 2,572 1,729
Interest Earned on Investments - (Original
Portfolio) 3,174 2,938 2,663 2,363 2,029 1,650 1,262 932 656 467
Recuperations - New Portfolio 1,923 2,498 2,998 3,602 4,158 4,758 5,397 6,266 7,202 7,115
Interest Earned on Investments (New Portfolio) 4,477 5,519 6,038 6,659 6,775 7,132 7,466 7,754 8,000 8,623
Recuperstions - Short Term Loans 2,822 2,716 2,689 2,639 2,676 2,782 2,798 2,729 2.m 2,177
Interest Farned - Short Term Loans 453 415 408 413 448 449 445 YA 448 YV
Interest Earned - CDs 90 90 1C6 112 123 135 145 154 163 173
TOTAL 25,173 17,046 18,047 19,233 19,988 21,064 21,199 21,607 21,812 21,328
CUMULATIVE 27,367 18,418 18,831 20,545 21,932 23,819 22,763 22,482 22,389 21,803
OUTFLOW
Loans 10,000 == - -- -- -- - e .
New Loans 6,199 7,208 8,665 5,748 5,876 8,975 8,787 8,689 B,684 7,781

New Loans (Short Term) 2,834 2,°19 2,805 2,668 2,604 2,665 2,780 2,825 2,755 2,778
Deposits -~ CDs - - - - - -- - - - --

Loans Payable Amortization
1DB

Interest 296 64 268 248 228 212 196 172 156 132
Principal 432 876 892 912 932 948 964 988 1,004 1,028
VIF
Interest - - - - - - - - -- -
Principal - - -- - - - - .- .- .-
HG
Interest 2,856 2,853 2,83 2,802 2,756 2,696 2,632 2,560 2,482 2,396
Principal - 108 279 439 614 1,003 737 808 887 972
rdministrative Expenses 1,455 1,557 1,665 1,781 1,905 2,038 2,180 2,332 2,495 2,669
Legal Reserve (57%) 113 114 111 250 250 218 212 207 203 221
Dividends Paid to Stockholders (80%) 1,810 1,825 ] 3,755 4,012 3,500 3,400 3,324 3,248 3,541
TOTAL 25,995 17,634 17,519 18,661 19,177 22,255 21,888 21,905 21,914 21,518
NET CASH FLOW (822) (588) 528 632 811 (1,191) (689) (298) (102) (190)

AVATLABILITY 1,372 78% 1,312 1,944 2,755 1,564 875 577 475 285



ESTIMATE OF EOQUGING NEED

OF BIAPE MEMBER COUNTRIES

B

Annex H.2

D

(A+B ~-C=0D)

Units Needed
for New liouse-

hold Formation
197Q-75%

Existing (1)
Deficit and
Deterioxation

Total Fro-

Auction 1970-
1975 {Approx.)

. Unmet Hecd
as of 197%

ARGENTTNA 550,000 NA 150,000 450,000
ROLIVTA 141,500 111,000 15,000 237,500
RRAZ T 3,524,000 2,205,000 280,000 5,-49,000
CHILR 190,000 618,700 125,000 683,700
COSTA RICA 47,500 200,000 15,000 232,500
DOMIN%CAN

RETUBLIC 183,000 NA 20,000 163,000
ECUADOR 2Lk, 000 410,000 37,500 616,500
FL SALVADOR 118,000 NA L,000 114,000
HONDURAS 90,000 347,700 12,500 425,200
NTCARAGUA 61,500 25,000 15,000 71,500
PARAGUAY 83,000 NA 5,000 78,000
PERU 500,000 450,000 50,000 900,000
VENEZUELA 370,000 NA 50,000 320,000
TOTALS 6,102,500 4,367, koo 779,000 9,690,900

(I)Based on overcrowded and inadequate housing units,

in need of replacement.

plus deteriorated units presently




DERAT el OF STATE
DIVIS,ON - LAGUAGE SERVICLS ANNEX H.3

{1 RAUSLATICH)
LS kO. H7495

w/nt
Spanish

1. The BDivth of the Preject

1. The Sccound Tnter-American Saviugs aud Loan Confcrence, held
at Santiago, Chile, in Januavy 1904, adopted recommendations of which
the third reads as follows in its first part: "To support unaninously
tie ideca of establisiiing an International llome Louan Bank or an Intorna-
tional Savings and Loan Association."

2. "he resolution adopted at the experts level by the Third Anvual
Mecting of the Inter-Americin Economic and Social Councii (IA-ECCSoC],
December 1964, was worded as follows: "In order to facilitate the financing
of the lhousing progrens, IA-ECOSOC requests the Intev-American Savinge
and Loan Uunion to cstablish as soon as possible a wortgage loon reinsurance
system; and it recommends to the Governments that they study the desivability
of adopting legislation to enable national savings and loan institutions to
participate, through the Inter-American Savings and Loan Union, in mortgage
loan transactions cuarried out by the systems of the other Latin Amccican
countries; and to invest dirvectly in mortgage loans under national rmortgage
insurance systems and their corresponding reinsurance, taking into considera-
tion the legal institutional requisites of each country".

3. Owing to the fact that the Inter-Amcrican Savings and Loan Union

2

ouly came into being in 1964 and did not begin to organize itscli until 15635,

the above-mentioned resolution did not lead quickly to formal projects, even
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though it has since tnen been the object of repeated consideration ac
the Union's wvorking nectings.

4, Tuw 1900, vesponding to latent restiveness and in view of prujects

preszuted by the delepatious-of Brazil and Peru, the Sixth Inter-fircrican
Sav.ngs aud Lean Conjcerouce again toox up the idea of establishing o mul-
tinational financing wmechouisn for housing and approved what was called
the Declaration of Rio Je Janciro, 1o that Declaration representatives of
the governing bodics of the systens of Arpentina, lLolivia, Drazil, Chile,
Lcuador, El Salvador, Guatcwmala, Panama, and Peru requested the Union Lo
talie steps Lo obtain the support of various international orpganizatious for
the establishment of an agency ol that nature which would offcr {inuancial
assistance to the savings and lean systems,

5. In the couise of 1908 the Inter-Amcrican Savings and lLoan Unicen
took such steps ond when it became evident tha: they were having no positive
results, the Unien took more direct action and began the consultations that

led first to a proposal for a feasibility study regavding the cstablishrient
of a multinational finaancial support organization,

6. ot meetings held in Santo Demingo in 1969, the presidents of central
saviugs and loan organizations of America and of leagucs of private institu-

tions approved thc Union's propusal and accordingly its General Sccretariat,

R
for tiic feasibility study whichvus to be carried out,

7. The heads of the sume central organizations and leapues, wmecting
in Managua in 1970, endorscd the Union's action and, at its reoquest, set up
a committee to study and approve the guidelines worked out for the study,

vhich would also be the principal guidelines for forming the prospective
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organization,

The membervs of the committee were as fullows: Dr. José Eduardo de
Oliveira Penna, bivector, Hational hvusing Dank of Brazil; Lr. Guillcrmo
Le Fort Campos, Presideat, Central Savings and Loan Bank of Chile; Dr,
Alfrcdo Tapia garcia, Geneval Manager, lousing Bank of Peru; and Tulio
Pinvda Brigé, President, National Savings and Loan Dank of Venczucla,

§. ‘lhe committec met in Lima in April 1970 and, with the authoritics
ol the Intcr-swevican Union, agreed on the outline for the prospective
nultinational financing organization, which outline was to be uscd by
ADLLATEC in studying the organization's fcasibility.

Followiny these preliminary steps, and with the collaboration of prac-
tically all of the savings and loan systems of Latin America connected
with the Union, a countract was let in 1970 {or the feasibility siudy, and
its conclusions, which positively confirmed the project's vialbility, were
delivered in mid-1971,

9. 7The Tenth Inter-Amccican Savings and Loan Conference held in Lima
in 1972 concurred in those conclusions and in the study made of them at the
national systems level, It unanimously resolved in favor of establishing
the new organization, confirmed its endorscment of the Inter-Awmerican Union's
activitics in connection therewith, and entrusted the Union with the contin-
uation of thosc activities until the new financing orvganizatioa was formed,

10, The union incorporated this task into its special work program
and appointed a committee to attend to it and collaborate in the prepavarion
of documents rcquired to form the new hody. The committee was made up of

Jos¢ Eduavdo De Oliveira Penna, Brazil; José Florencio Infante, Chilce;
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Rex Go Bakor, Unitoed Slates; Altroedo Tapiay Pergy o and Tulto Piacdo,

Vencezuela,  Antonio Dudley and banilo hartines of lonama and Jorge BHdurrdo -
Garcia valas of Cuatcaala joiuned in the committee's activitics later as
representaotives of gysteng that had already adopted formal resolutions to
agree Lo the foraution of the new orgonization,

11. 1n tihils manner the Inter-aAmerican Union prepared the preliminary
drafts of the counstituent docuncnts of an intev-American savings and loan
bank. In that task it cnjoyed the cooperation of its Committee of Legal
Experts, chaired by Dr. Samuel Lozada Tamayo of Peru and having as members
at that time Vrancisco Ignacio Fontbona of Avgentine, Avturo Zavala Rojas
of Chile, Robert Biliott of the United States, and Pedro Lasa of Panama.

12, lte aforesaild preliminory drafus were brought to the attention
of the Amcrican savings and loan systems in order te clicit observations
and suggestions, and to the same end a weeting of representstives of organi-
zations intercsted in forming the bonk was held iu Caracas in Novuaber 1973,
With the obscrvations provided and the preliminavy draft of the articles of
incorporation Lefore it, the Intev-American Union prepared a ccmparative
text containing the alternatives and options determining the bank's acti-
vities, and presented it at a new meeting of the parties interested in its
establisiment, in Guatcwala City in Jenuavy 1974,

13. At the alorcwmentioned wectings the decision to form the bank wus
reaffirmed, but, since certuin national declsions still had to be finalized,
it was resolved that the Tuter-American Saviuvgs oud Loan Union would sct

up one last special comuittce to veview the preliminavy data and studices

previously accumulated and produce the {final version of the documents designed
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to facilitate the adoption of such decisions and the legalizavion of the
bank's establishiment,

14, ‘that committee was chaived by Dr, lioracio Giméunez Zapiola of
Arpentina, President of the Union, and 1ts mombers were Luiz Carlos Vieyra
Da Yonscea, brazil; José Vlorencio Infante, Ciile; Rex G. Baker, United
States; Jorge Lduardo Garcia Salas, Guatcemala; Alfredo Tapia, Peru;
Francisco Diaz Morales, Dominican Republicy Tulio Pinedo Brig¢, Venczucla;
and Ricardo Gorcia Rodrigucz, Sccretary General ol the Union,

The comuittee held four wore mectings in 1974: in Guatemala City
(Movch), Reo d Jonciro (August), Lima (September), and Cavacas (October).
All the wecetings were atteaded by llovacio Giménez Zapiola, Tulio Pinedo
bripcé, José Florvencio Infante, Luiz Cavlos Vieyra Da Fonscca, and Ricardo
Garcia, Rodripuce. At the Rio mecting Dericw Calderdn susstituted {or
Jorge Eduavdo Garvcio Salas, and at the Lima wceting Samuel Lozada substituted
for Alf{rcdo Tapia,

The work of the committee culminated in the proposals contained in the
reamaining explanatory docuvments,

2, Justificacvion of thwe Project

1. Basic veasons for founding an dnter-Americon savings and loan bank

Among the many dif{ferent rcasong for setting up an intcer-American
savings and loan bank, the followiuy wmerit specif{ic mention:

(a) The [inanciug of housing involves a cowplex process dilferent from
othier types of financing., ‘the following factors make it a specialized ficld
that rverulres refinoncing systeoms speciflically suited to its structure:

The {inancing must be long-term; there must be a balance between thie availa-

bility of financing and the availability of housing; tbe rclationship between
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iinancing and the abjilty of those who need it to aftord it; the counce-
tion {of the [orepoing] vith the production of howes, which is linked
with the cqually couples proeess of coustruction and the varioas factlors
influencing it and the managaaent vl {unds from diffcrent sources, vhieh
means diffcrent costs and conditions of liquidity,

(L) ine savings and loan systems have developed successfully in
the hemisphere, and over the past 12 years they have undergone a steady
rate of growth in Latin Awmerica. The mortgage asscts of these systems
represent approximotely a million dwellings, and if the credits to finance
them vere to be conservatively estimated at an average of only US$5,000,
they would represent a sum of approximately $5 billion. The United States
system, 1in nmore than a century of operation, has accunulated asscts worth
about $250 bLillion. The Latin Amcrican system, in and by itself, represents
unquestionably important support for undertaking the scarch for its own
means of refinancing, and in the inter-American context, such supporg is
clcarly of cxceptional signilicance,

(c) In addition to individual accomplisiments of outstanding value,
the savings aud loan systems of South, Central, and North America have created
permanent vclations and effcetive links among themselves. This has ewvabled

Lo

them/bring about an exchange of technology aud of experiences on a scale

3]
not usually found in other inter-American [iclds of activity. The existence
of the Inter-American Saviugs and Loan Union since 19064 has resulted in
study programs, publications, technical agsistance, personnel training, spe-

cialized mectings, annual confcrences, committee works, aud mechanisms for

the participation of national systems in activitics of mutual and international
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interest, and it has thereby enabidd these links to prow steadily, preo-
ducing cver better resuits., lovever, that solid alliauce of purposes
and accomplisheents has not thus far reachied the financial sphere, although
it constitutes a strong foundrticn for such an attainment.

(d) ilowme finoncing does wot have specialized mechanisms for relinancing
or forevign financing, The sources which have until now produced funds from
abroad have been sporadic, unpredictable, and hedged with conditions, They
have operated out of orpanizations whosc objeoctives were disparate or limited
by conditions restricting their ability to make their own decisions, which
has preveuted them from offering alternatives correspoading to the various
national recalitics,

(e) The savings and loan systems have locked access to the world
capital market. And they hoave not evolved a multinational mechamism for
{inancing transactions. Although they have received financial aid or made
financing contracts--vhich have been very important and much appreciated--
they have done so through esscentially bilateval mechanisms, with the limit:-
tions and difficultics naturally attendant thercon,

(£) The nced for housing is so great and its growth so rapid that
it is imperative for home financing to achieve and waintain a growth rate
beaving at lecast some relation to the demand for new dwellings., While it
is indisputable that such a rate must be gencrated and sustained primarily
with local resources, it is no less truc that foreign aid will also be
indispensable to stimulate, stabilice, speed, and augument local cflorts,
This is cspecially true if such outside support materializes in o spirvit of

solidarity and ol awareness that the praoblem being faced transcends national
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boundarics and hence requires jeint action leading to betler and nore

balanced internaticnal coexistence, soarce of justice and peace.

The reascis vutlined above fced to the idea of cstablishing a multi-
national home rinanciag institutien suflicicatly broad in Its conceptien

to cmploy tiie sopport of the savings end loan systems and tu facilitate

their access to nceded funds drown fron an unlimited warket., Such an

institutica {s also scen as a mcans vo forw and develop an inter-american

capital mavket and promote effective American integration and solidarity. ‘

2, A private intcrnotional ceorpovation

Once the idca of establishing a multinational f{inoncing organization
took hold, the first fcasible wuy for putting it i.ato operation appceared
to be by international treaty, maling it an entity under intcernational public
law,
However, following an exawination of the procecdures that setuiug up
the institution by intcrnatiowmal treaty would require and an evaluation of
the essentially financial purposes of the new organizacion, which weuld operate
outside political and other such relations, it was decided to cstablish i1t
as a corporaticn and to call it a bank., This option, also recomncnded by
the technical fcasibility study, was scen to avoid negotiations, ravifica-
tions, and formalities at the level of national governments and public authoritice
In addition, the corporationlesn possible the direst participation
of tho governing bedies of the savings aud loan systems and of private enti-
tics, therceby ensuving the representation of those systems, all of like
thought, within an organizacion appropriate to the desired specialiced function,

3. Purpose of the dnstitutiom

By their activities, the savings and loan systems have proved thewsclves
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to be multiplivrs ¢ the tunde tarped over to thea and to be capable of
cffective adwinistration and hiyh productivity.,

An dinter-aoocicen savings aad leoan bank's first mission would be to
serve as d source of encovvogement, stinulation, and promotion of those
productive swltiplicr instruments.  1lts action must therefore be such as
to strengthon thoese o ystems, in thelv organizational as well as in their
financial and technical ospects.

With <hat alm in mind, it is intended that the new institution should:
(a) Grant Joave Lo hasten the growth of savings and loan systems in the
hemisphere, whose specific purpose will be detervimined by the beneficiary
institutions thumselves according to theiv plans and needs; (b) grant
lToans to support tize {ormation aund development of stabilization funds of
sccondary mortaaye markets, considering these in the light of the diverse
existing conditions in various parts of the hemisphere; (¢) suppovt the
establishment of new savings and loan systes and facilitate the mobiliza-
tion of seed capital needed for their initial development; and (d) grant
short-term loans to satisfy possible liquidity requlroments of the savings
and loan systems, wihich requirements might also be net through recourse to
systeaes {inding themselves in a temporary state of excess liquidicy,

The leoan autherization principles are inspivred by the idea that borrowers
should be given wide frecdea to cuploy the funds obtained in the mauneyr wmost
in harmony with natioci.al needs and conditions, rather than have the bank
impose rigid practices that might run counter to such nceds and conditions.

The foregoing weuld nuaturally not exclude the motivation of the credit

application aud the latter's influence on its deceptince, or the analysis of
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the grounds for the ioan iv tulaotion to the Bank's policiuvs.

It is dutended, further, that the Bank should cerve as on instruaent
for houe fznancing and isp.oveaent of the housing situation, 1n this
connection ic would: (a) Finanve special urban and home development pro-
grams desipgned to promote sovial and econcimic advancement awmong {roups
whoge incomes do net give then nowwmal access to housing; and (b) provide
technical assistance aimed at better management of funds available to
national systeams or entitics and more officient administration of their
programs.

Finolly, in wview of the urgent need for change in home construction
technology teo bLring it into line with the specd and prices demanded by
housing conditions, the banlk's role in making such change feasible and in
helping to narvow the ever-widening gap between housing uneceds and vhat is
being done to mcet them should not be overlooked,

My effort has been made to outline the aims of the bank in broad teyms
in order to prevent those terms from becoming av some future time obstacles
to the expansion and intensification of its activitics,

4,  An iuteveedlate croedit bank

The new institution is viewed basically as an iutermediote financing
organization that will place its resources at almost the same time it obtains
thew; attempt to attract investments in keeping with previously veriflied
opportunitics for placement; and, as a wecans to chiannel such investments,
issue sccuritics ~ad nepotiable paper sccured by the guarantics that it re-
quives of its borrowers and the superguaraunty represcoated by its asscts

and the special additional liabilitics controcted by its sharcholders, as

cxplained below.
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The foregoing docs not preclude the bank's voiting loans frow ity
owr vapital or other funds, but this is not expected, av leastc in the
first stage ¢l its developaeny, vo e its principal mode of operation,

For this reason the vink's capital structure w21l take a diifevent
form than vas ooughe dnitially, (riginally 1t was assumed that the bank
should have a sizcable capite. puld in by its sharcholders. Howcver, this
idea was soon rejected, since the aim is}o attract {unds {rom sources outside
the savings and loan systems, and not to c¢. et quotas {rom the systems Laat
would require thom (- wadntain a state of excess liquidity, a situation
that is neitii- v usual nor widespread,

Iherelorve, it was decided to oftler facilitics that would enable the
bank to be incorpoerated with relatively limited capital quotss, ceven
though the total authorizeld capital would oc a much higher amount than wi
will presumably be subscvibed and paid in, in ovder bto permit the institu-
tion's growth, capitalicvation, and cxpansicn without amendment to its arti-
c¢les of incorporation,

The graating of such facilitics does not affect the intentioa that the
bank should eventually have its own capital, subscribed aud paid in, and
larger than the anount with which it is launched. In this connection it
should be noted that the articles of incorporation call for a method of
obligatory capitalization preportionate to the bank's velume of busincss
and drawn {rom the beneficiaries of that business.

5, Additional liabilities

A small paid-in capital, though appropriate to an intermediate {inancing
institution, may be detrimental to the bank's solvency and its natural capa-

city to generate placements in the international market, cven when one adds
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to the said capital the puaranticn and specitic salepuands inbicvent in
the loans granted by the bank,

. - ayoid such punsible inpaiiscnt of the institution's image, a mech-
anism war  cnceived, called "liabilicty coumiv-catrsin the articles of in-
corporation, which cli_ctively capruesses the solidarity of the intcr-Amorican
savings and loan ovament and constructs an authentic nwltinationality.
by mecans of these coomitments the various members of the Bauk assume a lia=-
bility in additio. ~o tiicir contributions, for the purpose of backing the
undertakings and obiigations contracted b the institution, The comnitments
would apply in any cose in which the guaranties covering the bank and its
capital became insufi cient for the punctucl fulfillment of its obligations.

Actually, the liability commitments ave not likely to be iuvoked,
since it is requirved thag the buank's active trnnsnctiohs be conditioned on
adequate guarantics, including, vhen appropriate, a guaranty by the State
concerned to assunme obligations in currencies othier than that in domestic
circulation,

These commitments are scen to offer the most feagible meaus of giving
the bank multinational solvency and sccurity without freeczing in advance a
sizcable part of the systewms' operating funds, TFurthermore, in order to
facilitate the development of the Bank's passive transactions, it has been
provided that the comnitments include provisions for the formulization of
the undertakings through promissory notes ov similar documents drawn up to
the order of the bank by shavcholders, The lact point to note is that, while
these liability coamitwments are decigned to facilitate an undertaking entered
into without immerdiate disbursements, sharcholders who would prefer to pay

in capital will obviously be free to do so, as expressly provided by the
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G, Lirated ¢t orics of <larvcnolders

Lecause of the special nature of the new organization, it has been
thought inadvis.bje to offer its shiares to all investors. Specific cate-
gorics shavcholdoers have therefove been egtablishied, with preference
given to institutions active in ficlds dircctly or indircctly velated
to home financing.

ivpress mention has been made oo the institutions comprising the
nitional savings and loan svstems, i.c., the central organizations governing
than, the first-rank asgsocliations that collect savings and grant loans,
and the institucions that complete this {rameworle and strengthen the systems
with their activities, such as leagues, {ederations, or associations of
savings and loan institutiuvns.

Lwphasis ltas thus been placed on the presence in the bunk‘of the savings
and loan systems and on the essential fecature of the bank's iﬁstiLuLional
frameworl, that is, its exprassion of the concerted will of many public and
private organizations; this is an clement, morecover, of the gencral structure
of these home {inancing mechanisms in America,

Shares will also be made available to organizatious which contribute
to the development, sccurity, and stabilization of sccondary mortgage marlets,
and to international or internationally active organizations which further
social and cconomic developuent or the work of the savings and loan systems,
In this group a prominent place is reserved for the Inter-American Savings
and Loan Union, in recognition of the dmpetus it has given to the creation

of the bank,
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Obviously, tie limitotioas scu forth above do not preclude tics
betveen the baok awd other types of fastitutions.,  Such orpaniscations
may parcicipate in st dovelopaent Ly mailing deposics, acquiring sceurities
fsgucd by iU, ovr undertuicing other action or entering into coatracts that
will contribute to botter pertormance of the services it is designed o

provide,

7. Necicion-maling pevers

The committees that studicd the creation of the bank spent much time
analyzing two alternative approaches to decision-making: the adoption ol
a system of voling by country or voling by shares.,

The final choice was tor voting by shaves on a non-discriminatory
basis, in order to strengthen the inter-Amcerican natuve of the bank, apart
from considerations of another order to which voting by countvy might pgive
rise, At the same time it was thought desirable to offc - sharcholders full
recognition as such, without making their status less appealing by circua-
sceribing it within a voving-by-country system,

Nevertheless, in order to prevent a single sharecholder or a group of
sharcholders from acquiving control of the baunk, a limit on the maximum
perecentage alloved a single sharcholder or a group {rom any one country in
the total volume of votes was added to the provisions on voting.

In this manner, cfiective and cqual participation Qf all sharcholders
has been reconciled with a restriction whereby a minority holding a large
number of shares may [not] wicld decisive policy-making pouers,

8. TVlexible and cooprehensive articles of dncorporation

An institution has been desipgned capable of developing its operatioans,

groving, and planning its {ture with unlimited dynamice programming.  Thus,
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the forcegoing ciracration ol thie actious that the bLank will be able to
carry out is very broad and painy have been teken to leave it {ree of
any reswriciive foature nov sclated to its oun goal, which has also been
set forth with tor-reaching visien,

For Lile sane reason, regulatory authority has beew establisihicd to
supplement and devall the pertincut corporate rules in accoruance uith
the bank's future develeopment,

Since the bonk muest pursue its alws in an cra of great changes, and
the housing field, especially, 1s going to requive radical renovation in
the years ahicad, it scems logical to cndow the Lank with the means that
it will neced to oadapt itself to the new situations in which it will be
operating, witihout vequiving new consonsuses aaong its sharcholders, with
the complexity inhevent in cheir different nationalitics, institutional
characteristics, and places of opevation,

These considerations led to the scaveh for a {lexible administrative
system provided with a sufficiently powerful boavd of directors and an cxe-
cutive committee capable of wanaging the bank's expunding oporations ~{{i-
cicvntly and promptly

1t was thought desivable to give the Inter-Awmerican Savings and Loan
Union a voice on the board of directors through its Sccrectary General, in
order to maintain a Link between the bank aud the Union and provide a channel
through which the intev-dAmerican saviugs and Joan system, in its totalicy,
con cxpress Lo the bank its criteria, agpirvations, anziectices, and needs

te

9. A promotion and improvencot {und

A way was soupht for the Bank's operations to lead to the formation of

a speeial fund for the technicol upgrading of the savings and }loan systems.
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As the moximun ciilcicney of the gsystems and their institutions and theiy
resourcefulness ia warkiug with the means at hand are matters of vital
interest to taw bouk, it scemed highly desivable to cstablish & source
of funds to help in achieving geod resalts in that diveetion,
Such c¢fiiciency and rescurcciulness will help to improve the use and
management by the bank's borrewers of the funds loancd to them and nake

them better able to meet the oblipations that they contract with Lhe bank.

The savings anoe loan systoeoms arc experiencing accelevated provth, and

it is clearly ncecessaory that this growth should vot outstrip the technical
capacity for its adainistvatvicea, The vperaticas of this special fund will
help to crecate and waintain cquilibrium,

An additional purposc of this fund is to help bring about better pro-
motion and knowledpe of the significance and dwportauce of the inter-American
savings and losn systom; it should aild the systom's cxktension to nations
where it has yot to be installed, and better undevstanding of its advantayges
in the inter-Amcrican world .n general,

The adwinistvation of this fund has been assign: * to the Incer-Ancricon
Savings aund Loan Unilon, with che unanimous appreciation aud reeognition of
the institutions making up the various national systems, because of the
Union's representative nature ~and its accuaulation of expericnce in techunical
assistance, rescarch, and personunel training,

10.  Mionimwn quotas

Minimum quotas were set for payment by the members of anv one couatry,
as a vhole, in order for thom to become constituent sharcholders,

The reference point chosen for the cstablishment of these minimum quotas
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was Lhe volume of wortpape assets du cach natiowal system as a whole,

that 1is, the totul volume of mortgoge loans ocutstanding in the system,

2 basis ol thal velcience point, with

A scale uvag develeped on the

progressive steps, by which to determine the minliaun national contributions.,

The distribution ol these amounts among the various members of auy one
country will be mide by whatever method tive sharchoelders of that country

adopt.

The same scuale has served to deterwdne the amounts of the ninilmun
liabilities that must be assumed aaditionally under the so-called liability
conmitments; these amounts were establishied at 10 tiwes the contribution

amounts.

11. Transitory Provisions

Among the trunzitory provisioans, which correspond in geneval to the
usual needs wien o juristic person is being established, attention is called
to the one that cwpowers the board of divectors to cstablish an internal
adainictration and an exccutive strvucture diiferent from those prescribed
in the articles of incorporation, ior a period of up to three years.

The veason for Lhis provision is that waxiuuwa cconomy and productivity
arc desirable at the outset of the bank's operations, with no unnccessary
structures and nonc.but absolutely indispensatle personnel. Ly the same
token, formation of an execultive commitlee may be postponed and limited
during the first period of the bani's activities to, for example, the sole
participation of a top cxccutive. Such decisions may be adopted by the
board ol directors with a view to making bLetter use of resources and ensuriug

the rational orpganitation of the institution.
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12. 1,1[:11 l*rv;‘yi_’(;jl(_

The legal dewicaile as ser forth in the articles of incorporation
will be locatced i the nsticn that, following a thorough technical
analysis, wppears best sulted Lo give legal form to the new organization

in accordance with its institutional interests,
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SUMMARY OF INFORMATION GATHFRED DURING VISIT OF SER/H CONSULTANT

TO SELECTED LATIN AMERICAN SAVINGS + LOAN SYSTEMS 5-16 DECEMBER 1977

The information wo Le solicited from systems in Honduras, Ecuador,
Peru, Costa Rica and ¥l Calvador (the crder v.sited) was identified in
the CEN/H cable (unclase Ctate 25°140) transmitted 30 November 1977 to

the approvriate missions. A copy 1s attached. This summary will follow
the pattern established by the cable. The questions were translated and
presentea to each contact for review. The content of the questions has
been abbreviated as follows:

Recent Experiencs
Projections

Borrowing Mechanism
Interest Rates
Availability of Juaranty
. S+L Commitment

o 0w

Perceived Benefit from BHIAPE Activities

Four of the five national savings and loan systems visited expressed
interest in the pessitility of exvanded BIAPE activities, and indicated
that they would acti.2ly sclicit financing under the BIAPE/HG program.
The four systems, tinose of Honduras, Ecuador, Costa Rica and Peru, exrect
thet the main valus of the BIAPE program will be its ability to assist
the systems to increase the volume of low-cost housing activity handled
by the system. It is expected that in all cases except Peru the interest
rate Jifferential will be too narrow to give rise to important profits.
The increased volume of activity, however, will permit the systems to
show a vitality that will result in greater prestige and an increased
savings clientele. Furthermore, the systems, all of which have been
active in the creation of BIAFE, also expect to benefit from BIAPE's
expandcd asset base, and increased prestige in international financial
markets, which they expect to lead to continued expansion of the resources
available for housing finance in Latin America.

Honduras

A. Recent Experience

In resvonse to regquirements set by CABEI that 30% of certain funds
borrowed from that institution be directed at financing low-cost housing,
the S+L system has designed projects with units costing $3,750 to $4,000.
The largest number is being constructed in the San Pedro Sula section of
the country. The associations in the Tegucigalpa area have found that
they must go outside the metropolitan area to be able to keep costs to
$L,000 (lempiras 8,000). The unit being constructed in Danli, for example,
has a built area of 42 m? on a 200 m° lot.
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All system projects are built by private contractors. In most
cases, the syslem mmres ccustiruction financing available., Median monthly
family income is now estinmated at $1:0 in Honduras' urban areas. Local
housing experts feel tuis is low tut will have to wait until later in the
year, when the tonuefc Juperior de Tlanificacién Econdmica is expected to
finich a study of household income and exvenditure patterns. A family
with a #140 monthly income can handle a unit of about $4,200 using present
C+L system terms (107 interest, 20 year term) and assuming a 10% down
payment and 30% of income allotted to housing.

3, Projections

he O+1 system exvects to begin work in 1978 on projects developing
1,784 units with rrizes ranging between $3,750 and $4,450, resulting in
a total investmen* of atout $7.C million. FINAVI, the regulating and
secondary mortgage facility for the system, expects to buy mortgages
totalling about #$1.2 million in 1978. FLJAVI will use resources developed
by its tond sales and atout $250,000 from a BIAPE loan for these purchases.
FINAVT rolicy calls for a continued commitment by the system to low-cost
unit ccnstructicn. They have indicated that they expect to greatly exrand
their support of ‘he system's low-cost housing following implementation cf
the RIAPE/HG program, expecting to request financing of as much as $11 million
when funds become available,

C. Borrowing ecihanism

FINAVI has already developed considerable system familiarity with
mortgage backed rinancing. The system makes only first mortgage loans,
and in situations where TFIIAVI assis*s with proJect financing it does sc
through purchase of mortgages. These be:zome the source of revenue which
may be used to service the bonds FINAVI sells in local capital markets
to raise additicnal working cavital., TINAVI has made active use of CABEI
resources and recently completed negotiations for a $2 million loan from
BIAFE. Borrowings from BIAPE under the proposed HG program would follow
the pattern of the recent FINAVI/BIAPE loan.

D. Interest Rates

The legal maximum for first mortgage loan interest in Honduras
is 12%. An additional 1% is added tc cover the FHA insurance provided
by FINAVI. This agency would charge a maximum of 1/2% on any funds developed
through BIAPE. The S+L's stated they would add 2% or 3%; however, FINAVI
officials stated that any BIAPE/HG finsncing would be treated specially
and margins would be held to a minimum,

The nation's housing development agency, INVA, is now charging
8%, using BID soft loans, giving the agency an advantage over S+L system
projects. The INVA, in spite of its advantages, is not producing in
sufficient quantity to present an obstacle to S+L system production.
Demand continues very strong.
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E. Ava:i.ability of Guaranty

The FINAVI authcrizing legislation makes clear that the full
faith and credit guaranty of the government as well as a currency guaranty
is available.

¥, 5+L Commitment

The system is fully prepared to finance 20% of the projects which
might be funded under a BIAPE/HG program. Present operating practices
astablish such a relationship between the S+L associations and the FINAVI,

Ecuador

A, Recent Fxperience

The most recent experience with the production of low-cost shelter
soluticns in Ecuador is evident in programs developed by the Junta Nacional
de la Vivienda (JNV) and its financing arm, the Banco Ecuatoriano de la
Vivienda (BEV). JNV/BEV programs have units designed for low-land coastal
areas costing about %2,000 (sucres 50,000). In the Quito metropolitan area
the Hacienda Mena project offers some units at about $3,500 (sucres 90,000).
The S+L associations are not presently producing any units below $13,500;
however, about five years ago one association in Quito completed a Broject
of units running about $2,300 with a built-up area of about 35-40 m® on
lots of about 60 m“. Analysis of income for the nation's prinecipal urban
areas completed in 1975 suggests that currently the median urban area
monthly family income is roughly $180.

B. Projections

JNV/BEV policy requires .that at least 40% of the units produced
annually by these institutions cost less than $5,700. 1978 projections
call for construction of about 8,800 units. The project development budget
is $53.8 million. Roughly 3,520 units (about $17 million) will be low-
cost. Officials claim that the institution's technical and administrative
capacity is adequate for production levels of 12,000 units annually. Ex-
panded use of foreign resources will be needed to reach that level.

A1 JNV/BEV and S+L system development is handled by private
contractors who are selected in a competitive bidding process. JNV/BEV
policy restricts activity to 100 units per contractor in an effort to
encourage small business development.

At present, the S+L associations themselves are not planning to
reenter the low-cost market, though there has been some discussion of rural
housing programs.
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C. Borrowing Mechanism

BEV is the Ecuadorean shareholder of BIAPE. They expect that
borrowings from that institution would take much the same form as earlier
HG loans in which mortgages were pledged as collateral. RBEV has the
authcrity to isszue vonds and has done so in local capital markets. Thus
s mortgage backed bond is & possibility. BIAPE/HG financing would probably
be directed at JNV/BEV projects though funds could be channeled to S+L
associations for low-cost projects as they have been in the past.

All S+L system financing is on a first mortgage basis, but BEV
loans mey be made for hcome improvement, rehabilitation and completion of
a unit as well as for new construction. The associations are lending for
new construction only.

D. Interest Rates

The legal maximum for mortgage rates is now 12%. The S+Ls lend
at this level, adding about 1% for FHA-type insurance and other insurance
coverage.

The BEV firances much of its low-cost housing with funds which
are allocated from government o0il revenues. About 20% of BEV's working
capital came from this source in 1976; however, BEV projections had an-
ticipated the participation to be nearly 30%. Because this direct budget
allocation 1is available, the BEV 1s able to make loans at rates as low
as 5% p.a. for families with very low incomes. BEV officials, therefore,
consider the BTAPE/HG funds costly when applied to financing for low-income
families. They are aware, nevertheless, that they may not be able to rely
consistently on the supply of petroleum revenues, and that in any event
the direct budget allocation is insufficient to produce the quantity of
housing needed. The BEV pays 7% interest on the bonds it was authorized
in 1976 to sell ($7.7 million at 20 years). Thus the BIAPE/HG program
resources, though of interst to the BEV in general, will have to be con-~’
sidered in the context of a review of Ecuadorean national policy and housing
finance programs if they are to be applied in the near future.

E. Availability of Guaranty

The BEV, as a governmental finance institution, has direct access
to the government's guaranty for its foreign and domestic transactions.

F. S+L Commitment

Both the JNV/BEV and the S+L associations would accept a 20%
commitment if BIAPE/HG proJjects were developed.
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Peru

A, Recent Experience

In the past seven years the Banco de la Vivienda del Perd (BVP),
the government's lhcusing finance institution, and the regulatory agency
for the 35+4L system, has negotiated up to $90 million in foreign source
loans to finance its housing programs. The programs, some of which are
Just getting started, have been located in many of the country's urban
areas, as well as in scme very poor rural areas affected by earthquakes
or flooding.

In Lima, the BVY? has financed slum upgrading programs involving
installation of =2lectricity and water and sewer networks all with indi-
vidual unit hook-urs. Loans, all to families with incomes well below the
urban area median of roughly 3150, have ranged in size from $60 to $1,000.
Comparable programs have teen begun in centers such as Chimbote, Trujillo,
and Arequirpa.

The BVP has also used these foreign resources to assist in the
financing of new unit ‘onstruction, many classified as nuclear or basic
units, and has comple: :d over 5,000 units with prices of less than $5,600,
the majority costing less than $4,500. All BVP unit construction programs
are developed by private contractors. The programs have been located
throughout the country.

The S+L associations have participated in the infrastructure
loans, but have not develoved any new construction programs for units
which serve the AID target population.

B. Projections

The BVP is exvecting to disburse $10 million in foreign resources
for infrastructure and core housing programs n the 1978-79 period and is
negotiating for a further $50 million to cover the coming five years.

The BVF, one of the early provonents of BIAPE, is now negotiating a $5
million credit from that institution and expects to make the fullest and
most immediate use of the institution at all times. It is the aim of BVP
management to channel any new resources through the S+L associations in
order to expand their commitment to and experience with low-cost housing
programs.

Some of the S+L associations (principally those in Ica and Chiclayo)
are producing core house designs and programs. Costs are still beyond the
median family income possibilities but only slightiy, with large lots being
the main reason. The interst of the S+L associations in this type of program
has been made clear in recent meetings of system officials, who can be
expected to respond positively to the impulse of increased BIAPE resources.
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C. Borrowing Mechanism

The BVP now makes available credit for a wide variety of home and
community improvement actions, as well as for new construction. Whereas
mortgages are the most common form of collateral, the BVP has developed a
variety of forms of individual guaranty which may be applied to infrastruc-
ture loans, for example, where a mortgage is impractical.

The BVP also lends for construction advances.

The traumatic growth of Peru's urban areas in recent years, and the
present tight money conditions evident in the S+L system due to a slowdown in
savings growth lead to great interest in the possibility that BIAPE will have
additicnal resources. The proposed project is seen as having important bene-
fits for housing finance in Peru.

The BVP may draw on BIAPE's resources in a variety of ways. They
may employ current techniques of securing loans with portions of their mort-
gage portfolio. They are also authorized to develop mortgage backed paper
for issue. The exact technique will depend on BIAPE's operating procedures
at the time of any borrowing.

D. Interest Rates

The maximum S+L system interest rates are now 17.5% to which almost 2%
added in insurance fees and commissions. Passbook savings earn 13%. Fixed
term savings may earn up to 16%.

The BVP sets interest rates on its loans based on criteria which
include the section of the country, priority based on national policy, and

income levels. They do not adjust rates based on the cost of funds.

E. Availability of Guaranty

The foreign borrowings of the BVP carry the full faith and credit
guaranty of the Peruvian government. The government can be expected to re-
view the BIAPE situation closely, as it is a new institution without the
renown of other established international lenders.

F. S+L Commitment

The BVP and S+L system are fully prepared to commit themselves to
20% of the investment in any BIAPE/HG assisted project.

Costa Rica

A. Recent Experience

The 1977-78 program of the S+L system, developed by the S+L asso~
ciation with financial assistance from the Banco Crédito Agrfcola de Cartago,
the system's regulatory agency, has completed, or has under construction,



ANNEX H.L

1,374 units with prices ranging from $3,500 to $4,000. In previous years,
the system has produced a comparable quantity of units with prices ranging
closer to $3,000, These projects are developed by private contractors who
receive construction financing from the S+L promoting the project. Median
monthly family income levels for the San Jocé :area have been estimated at
around $260, placing a $4,000 unit easily within reach.

The Banco Crédito's S+IL department, DECAP, has worked closely
with the national housing institution, INVU. The bank has financed some
INVU production as well. The interchange of information has made possible
S+L system benefit from some INVU low-cost unit experience.

Foreign financial resources have been used. At present the sys-
tem has used up its allocation of CABEI housing finance resources, having
refinanced about $14 million with that organization, of which sbout $5
million was for low-cost housing.

B. Projections

DECAP anti-ipates investment of about $7.2 million in mortgages
on low-cost units in 1978. This amounts to about 30% of the total invest-
ment projected for the year. DECAP expects to continue at least at this
pace in future years and is looking for additional resources to expand the
possibilities. DECAP is already using existing BIAPE resouwrces {detailed
in the project paper) to expand its facilities,

C. Borrowing Mechanism

The Banco Crédito has sold mortgage participations to CABEI. The
bank develops most of its resources in local capital markets through the
sale of mortgage-backed certificates. These compete actively with other
institutional investments (cooperatives' bonds, etc.) and provide a better sourc
of funds than traditional savings. Thus, Costa Rican financial operating
practices are sufficiently developed to coordinate with those which will be
developed to permit BIAPE to act as a secondary market resource.

D. Interest Rates

Mortgage loans carry an 11-1/L% rate. With insurance and fees
added, effective interest is about 12-3/L%. Passbook savings draw 6%. As
the Banco Crédito is a state institution, and as the S+L associations are
non-profit organizations, the pass-through commissions on BIAPE-originated
funds will be held to & minimum in the event a lending operation develops.

E. Availability of Guaranty

The full guaranty of the government is available through the
Banco Central in the case of foreign financial transactions.
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F. S+I. Commitment

The S+L associations and the Banco Crédito are accustomed to
making a commitment of their own in the case of proJects financed with
foreign resources.

El Salvador

A, Present Experience

The S+L system in this country is not producing any shelter
gsolutions which relate to the A,I.D. target population. The regulatory
agency, the Financiera Nacional de la Vivienda, is the BIAPE shareholder,
and operates principally as a regulator and system monitor.

The bulk of S+L sponsored production costs about $18,000. The
S+Ls do finance some units sponsored by the government's National Housing
Fund. These units carry prices of around $7,000 and are essentially middle
class units.

Housing which relates tc the A.I.D. new directions targets
is being produced by the non-profit, non-gcvernmental, Fundacion Salva-
dorena de Desarrcllc y Vivienda Minima. This Foundation estimates that
the median monthly family inccme in the San Salvador metrcpolitan area
is about $1L0. The Foundation at present has no ties tc the S&L system
or BIAPE.

B. Projections

The S&L system has no projections for dealing with shelter
solutions of the type suitable for A.I.D. assistance.

C. Borrowing Mechanism

Local borrowings are mortgage only. No interest exists in
BIAPE/HG resources.

D. Interest Rates

Mortgage loans carry 11% interest and a 15-year term. Pass-
book savings earn 6-1/2%.

E. Availability of Guaranty

The Financiera, as a state entity, may operate with the full
guaranty of the government.

F. S&L Commitment

Not applicable due to lack of interest ianIAPE/HG progranm.
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Latin American Savings and Loan System Visit
December 5-16, 1977

LIST CF CONTACTS

U.S5.A.I.D. or Embassy Personnel

Dariel Driver, Tegucigalpa
Patricio Maldonado, Quito

Joe Sconce, Quito

Edward Cohen, U.S. Embassy, Quito
David Olinger, Lima

Rudy Fascell, San José

Eric Zallman, TDY, San José
Roberte Gavidia, San Salvador

Honduras

Roberto Ordoffez, Gerente, La Vivienda, S.A.

Carios Zapata, Presidente, Casa Propia, S.A.

Rafael Carias, Gerente General, Casa Propia, S.A.

Murio Castafleda, Presidente Ejecutivo, Financiera Nac. de la Vivienda

Juan Mondragdén, Jefe de Flanificacidn Social, Consejo Superior de
Planificacién Econcmica

Ecuador

Luis Madera, Director Ejecutivo, Asociacion Nac. de Mutualistas
Hernando Villagomez, Gerente, Mutualista Benalcazar

Jorge Arteta, Gerente General, Mutualista Pichincha

Gaio Salvador, Director Te€cnico, Junta Nac. de Planificacidn

Peru

Victor Castro, Gerente, Banco de la Vivienda del Perd (BVP)
Federico Melo, Sub-Gerente, BVP
Reineiro Ibafiez, Jefe, Analisis de Creditos, BVP

Costa Rica

Roberto Cossani, Gerente, Banco Credito Agr{cola de Cartago

Manuel Pineda, Director, Depto. Central de Ahorro y Préstamo (DECAP),
Banco Crédito

Marialba Montoya, Jefe Ar~~, DECAP, Banco Crédito

Alvaro Sancho, Gerente, Mutual Alajuela

Rafael Solis, Architect, Alajuela

El Salvador

Benjamin Caffas, Presidente, Financiera Nac. de la Vivienda
Roberto Freund, Presidente, Asociacidn Atlacatl

Edwin Sagrera, Gerente General, Asociacidn Atlacatl

Tari de Andrade, Gerente de Finanzas, BIAPEL
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J. SUBJECT REGIOHAL INSTITUTION CREATED BY THE S & L
SYSTEMS OF LA WITH THE PARTICIPATION OF SOHE U.S. S & L
#SSOCIATIONS IN THE U. S HAS APPLIED FOR A 30 MILLION
DOLLAR HOUSING GUARANTY PROGRAM FOR THE PURPOSE OF RE-
LENDING 10 MEMBER COUNTRIES FOR SHELTER SOLUTIONS FOR
LOW INCOHE FAMILIES.

2. PID AND PRP FOR 30 MILLION DCLLARS HAS BEEN APPROVED
END A HAIN ISSUE IDENTIFIED DURING THE REVIEW PROCESS

10 BE ADDRESSED AS PART OF THE PP RELATES TO THE ESTIMATED
DEMAND FROM THE § & L SYSTEMS FOR PROGRAHS THAT WILL

FE AFFORDABLE BY FAHIL IES BELOW THE MEDIAN INCOHE IN

THE URBAN AREAS.

3. THE ISSUE OF DEMAND OUTLINED IN PARAGRAPH 2 ABOVE
VILL BE ELABORATED IN THE PP ALONG THE FOLLOWING LINES:

A) EVIDENCE THAT INTEREST EXISTS ON THE PART OF THE

Z AND L SYSTEMS TO FINANCE SHELTER FOR LOW INCOHE
tRHILIES;

B) POTENTIAL DEMAND FROM LOW INCOME FAMILIES;

G ADMINISTRATIVE CAPABILITIES OF THE LENDING INSTITU-
TIONS TO EXPAND THEIR SERVICES TO LOW INCOHE HOUSING;

D) FINANCIAL AND ADHINISTRATIVE ARRANGEMENTS, I.E.
INTEREST RATES, CLOSING COSTS.

4. FOR THE PURPOSE OF COMPILING AND EVALUATING THE IN-
FORMATION TO ADDRESS THE DEMAND ISSUE, SER/H HAS
Sl‘\?ECTED EDWARD ROBBINS FROM THE NATIONAL SAVINGS AND
LO)N LEAGUE WHO PLANS TO TRAVEL TO THE ADDRESSEE
CUUNTRIES ON THE DATES SHOWN BELOW.  IN ADDITION TO

7558

uu:.builnu

TELEGRAM
ribt G

§. PREVIOUS DISCUSSIONS WITH BIAPE AND REPRESENTAT!VES
FROM THE § AMD L SYSTENMS WAVE PROVIDED SUBSTANTI« i%-
FORMATION NEEDED TO 4PDRESS THE DEMAND 1S3vE. TSEREFORE,
THE M&Il OBJECTIVE FIELD TRIP IS TO ELABOSATE THE DETAILS
10 BE IHCLUDED IN THE PP. THE MAIN QUESTIONS THE NSLL
CONSULTANT WILL BE FOCUSING ON ARE THE FOLLOWING:

\lult

ROBBINS, ERIC llllﬂuh h\/DR WILL PA ll IP
THE FIELD REVIEV TO BE CONDUCTED i1 COSTA ICA.

e l’\

S A.

Al WHAT PROJECTS HAVE BEEN COMPLETED IN THE RECENT
PAST, OR ARE UNDER WAY, OR [Nl PLALNING STAGE WHICH
INVOLVE FINANCING SHELTER SOLUTIONS (BASIC UMITS, NOME
IMPROVEMENTS, INFRASTRUCTURE, ETC.) WHICH COST 3,200
DOLLARS TO 6,000 DOLLARS OR LESS? HOW MANY SHELTER
SOLUTIONS FOR EACH PROJECT?

B) WHAT ARE THE PROJECTIONS FOR THE TYPE OF PROJECTS
OUTL INED IN A) ABOVE? IN OTHER WORDS, HOVW MUCH
ADDITICHAL FINAWCING 15 ESTIMATED FOR LOW INCOME SCLU-
TIONS IN THE NEXT FEW YEARS?

C) HOW WILL THE FUNDS FROM BIAPE BE BORROWED? WHAT

ARE THE POSSIBILITIES FOR SECURING TnE FULL FAITA AND
CREDIT GUARANTY OF THE GOVERWMENTS RECEIVING FUNDS
FROM BIAPE? WHO WILL PLAY THE ROLE OF DEVELOPERS
(PRIVATE CONTRACTORS, NON-PROFIT ORGANIZATIONS, PUBLIC
HOUSING INSTITUTIONSI? WHAT INTEREST RATE THE ULTIMATE
RECIPIENT OF THE BIAPE LOANS WiLL BE CHARGED? ARE

THE ASSOCIATICNS WILLING TO FIMANCE AT LEAST 20 PERCENT
OF THE LOANS FOR LOW INCOME FAMILIES? IH CASE OF HOHE
IHPROVEHENT LOANS HOW DO THE ASSOCIATIONS PLAN TO
ADMINISTER SUCH LOANS? WHAT ARE THE LEGAL BASIS FOR

LENDING FCR LOW INCOME SHELTER SOLUTIONS, I.E. MORTGAGE
LIEN, PERSONAL LOANSY WHAT ARE THE BENEFITS ThE 5 AlD

L SYSTEMS EXPECT TO RECEIVE FROM THE BIAPE LOARN (INTEREST
DIFFERENTIAL, CLOSING COSTS, INCREASING OF SAVINGS)?

6. TO MAXIMIZE THE RESULTS OF THE FIELD TRIP, MEETINGS
SHOULD BE ARRANGED WITH THE HEAD Ci THE CENTRAL 3AVINGS
AND LOAN BANKS FIRST AND WITH REPRESENTATIVES OF iHE
ASSOCIATIONS AFTER.

7. ROBBINS’SCHEDULE FOLLOWS:
TEGUCIGALPA

TAN 773 11:25 A.M. DEC 5 ETD DEC 7

QUITO: BRANIFF S11 8:00 A.M.' DEC 8 ETD DEC 10
L IMA: ECUADORIAN 061 10:45 A N, "DEC 10 ETD DEC 14
SAN JOSE: TACA 310 7:00 A.H. DEC 14 ETD DEC 15PH

SAN SALVADOR TACA 110 4:45 P.H, DEC 15 ETD DEC 17
8, ACTION REQUESTED: FOR RHIDD/ROCAP: CONTACT THE
HEADS OF THE S AND L SYSTEHS IN HONDURAS, COSTA RICA

AND EL SALVADOR TO A) ALERT UPCOMING VISIT AND THE
MATTERS THAT NILL BE DISCUSSED; B) REQUEST SYSTEMS
PREPARE WRITTEN STATEMENTS ADDRESSING THE QUESTIONS
OUTLINED IN S ABOVE; €) REQUEST MEETINGS IN ACCORDANCE
WITH PARAGRAPH 6 ABOVE BE ARRANGED FOR THE DATES ROBBINS
EXPECTS T0 VISIT COUNTRIES.

FOR LINA (DAVE OL INGER):
RHIDD/ROCAP.,  VANCE

SAHE AS ACTION REQUESTED FROM

UMCLASSIFIED

¢ L
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B l A PE EANCO INTERAMERICANO DE AHOKRO Y PRESTAMO

sc-G30357

Caracas, 13 de mayo de 1976

RECEIVED

Senores
Agencia para el Desarrollo Internacional (AD1) MAY 24 1976
SER/H Room 300 SA/2 v

Washington, D.C. 20523
U.S.A,
SER/H

Muy sc¢nores nuestros,

E) BANCO INTERAMERICANO DE AHORRO Y PRESTAMO (BIAPE), institucidn
de dmbito operativo continental, con sede en Caracas, Repiblica de Venezuela,
inscrita en el Registro Mercantil Segundo del Distrito Federal y Estado Miranda
bajo el N214 del Tomo 76-A, con fecha 3 de noviembre de 1975, representado por
su Presidente Ejecutivo, Dr. Luiz Carlos Vieira da fonseca, viene, por el presen-
te documento, a proponer a la AGENCIA PARA EL DESARROLLO INTERNACIONAL (ADI)
una operacion crediticia cuyos términos y condiciones se exponen a continuacidn.

!

E1 BIAPE tiene como objetivo principal el “contribuir al desarrollo
del movimiento interamericano de ahorro y préstamo a través del fortalecimiento
de los Sistemas de Ahorro y Préstamo existentes y de su creacidn en las naciones
donde adn no sc hayan constituido y servir de instrumento para el financiamiento
de la vivienda y del desarrollo urbano y sub-urbano y para el perfeccionamiento
del medio habitacional americano, todo ello con un cardcter eminentemente técni-
coy financiero." (Art. 22 de los Estatutos - Anexo 1).

Esta finalidad Gltima estd desarrollada en las demds disposiciones
estatutarias, en la ley que autoriza su funcionamiento (Anexo 2) y en los otros
documentos complementarios que se acompaiian, tales como la Memoria relativa al
ejercicio contable correspondiente al afo 1975 (Anexo 3) y la Resolucidn det Di-
rectorio sobre operaciones activas (Anexo k).

De la lectura de los indicados documentos se puede concluir que el
BIAPE traduce y representa el resultado de los esfuerzos mancomunados que, a ni-
vel interamericznio. fueron realizados durante varios afos, en una constante per-
secucién del propbésito de dotar a la comunidad continental de ahorro y préstamo
de un instrumento financiero vdlido para la solucién de los problemas de vivien-
da y desarrollo urbano, a través de una consciente integracidn de voluntades es-
pecializadas en dichos problemas.
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Este hecho, cuyo rcconocimiento estd demostrado por la presencia
de los sectores pGblico y privado de los catorce paises representados en el
cuadro actual de accionistas d»! BIAPE, fué comprendido igualmente por la ini-
ciativa privada y por algunos scvclores qubernamentales norteamericanos, tales
comc el Federal Home Loan Bank Board, cuyo ex-Presidente, Sr. Thomas Bomar,
sefialaba como un hecho de gran importancia ta espuntaneidad con que habia na-
cido el BIAPE, organismo nuevo que no deberia ser ignorado en el panorama de
las relaciones reciprocas del continente. Lo mismo ocurrié en el seno del Con-
greso de los Estados Unidos de América cuyo Senado Federal aprobd y envid a
revisién a la Cdmara de Representantes, un proyecto de ley que permite y pro-
picia el ingreso al BIAPE, en calidad de accionistas, de las asociaciones tu-
teladas por el Sistema Federal de Ahorro y Préstamo de ese pais. Previamente
a ello, asociaciones de ahorro y préstamo del Estado de Texas, regidas por una

legislacidén estadal especial, se habian integrado al grupo de accionistas fun-
dadores de la Institucion.

El BIAPE, por definicion legal, es un organismo privado cuyo mayor
desafio serd el de conseguir una conciliaciOn entre sus fines y los medios fi-
nancieros que deberd utilizar en su gestidn diaria, para lograr lo cual ha es-
tablecido una estrategia global quc estd contenida en sus politicas de accidn.
Coricsjonderd a sus ¢rganismos fundamentales - Asamblea de Accionistas, Directo-
rio y Administracion Ejecutiva - adoptar las variantes tdcticas que las circuns-
tancias aconsejen, las cuales deberdn respaldarse con un eficaz apoyo logistico
a través de instrumentos agiles y modernos como lo son las técnicas de presu-
pucsto-programa y, por tanto, de permanente comparacidn entre lo presupuestado vy
lo efectivamentc ejecutado, en cuanto a las metas anuales o plurianuales o a los
presupuestos de caja, aposando permanentemente estos controles en el procesamien~
to de datos que estd en vias de instalarse.

v

Las operaciones activas y pasivas del BIAPE tenderdn siempre a maxi-
mizar los resultados, no solo por la via de emplear las técnicas mids modernas en
su manejo, sino a través de la naturaleza misma dec las operaciones que realizard.

En lo relativo a las operaciones pasivas, éstas se orientaran a lo-
grar que los recursos ingresen armoniosamenie a corto, mediano y largo plazo.
Para los recursos a corto plazo, la captacibn se dirigird bdsicamente al mercado
internacional de capitales. Las entrevistas realizadas hasta ahora con represen-
tantes de bancos privados norteamericanos y europeos de primera 1inea, han resul-
tado positivas y estimlantes, al extremo de que ya han sido acordadas, en prin-
cipio, ‘algunas lineas de crédito con ellos. La captacidn de recursos a mediano
plazo se ha orientado hacia conversaciones y contactos con el Fondo de inversiones
de Venezuela (FIV), con el mercado de ahorro y préstamo europeo, el cual tiene un
excgso coyuntural de liquidez, y con algunos bancos privadus euroupeos que tienen
tradicion operacional en préstamos de esa naturaleza. En cuanto a las operaclo-
nes a largo plazo, el BIAPE espera obtener apoyo de instituciones como el Banco
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interamericano de Desarrollo, la Canadian International Development Agency,
con la cual ya se han iniciado contactos preliminares, y la Agency for
Iinternational Development, conforme se sulicita en el presente documento,
La combinacibén armoniosa de las diferentes tasas de interés y plazos de
amortizacién a corto, mediano v largo plazo, deben producir tasas medias
ponderadas mds compatibles con la rcalidad econémico-financiera de nuestro
espectro oyeracional.

v

En cuanto a las operaciones activas, el BIAPE, a grandes rasgos,
las rientard a sus actividades fincs y 1 opcraciones de mercado. Respecto a
las primeras, cuyas caracteristicas constan c¢n lus documentos anexos, de su
examen se desprende que, al lado de las actividades directamente |igadas a
sus objetivos bdsicos, se ha previsto la posibilidad de realizar 1o que hemos
Ila..ado "'préstamos de promocidn institucional', con el propdsito de fomentar
el desarrollo de sistemas incipientes de ahorro y préstamo, conscientes como
estamos de que ellos son un mecanismo valido en la captacidén de recursos a
nivel interno de cada pais y de que el ahorro constituye,'per se'',un instru-
mento valioso en el desarrollo y fortalecimiento de las economias nacionales.
En lo que concierne a las operaciones de mercado, dadas sus caracteristicas
de agitidad, deben mirar a optimizar la rentabilidad de los recursos del BlAPE,
observando las sanas normas de liquidez, seguridad y rendimiento de ellos.

Vi

A través 1e las lineas de operacion hasta ahora indicadas, preten-
den los érganos de direccidn y administracion del BIAPE hacer factible, sobre
las bases previstas, la politica de capitalizacidn de la Institucidn. En este
aspecto, la creacidn del BIAPE, recuniendo aportcs pGblicos y privados en su ca-
pital social y en la formacidén de sus recurc<cs, estd rigurosamente identif icada
con las mas modernas tendencias y con las doctrinas de los expertos econdomicos,
en cuanto ella contribuye a optimizar el efecto multiplicador de los recursos
disponibles.

Vil

De acuerdo a lo anteriormente expuesto y a lo manifestado en las
conversaciones preliminares sostenidas con algunos funcionarios de esa Institu-
cion, el Banco Interamericano de Ahorro y Préstamo estd interesado en obtener
de la Agencia Internacional para el Desarrollo, a través de los mecanismos cre-
diticios de esa Agencia, un apoyo financiero, con las siguientes caracteristicas:

Monto de la QOperacidn

El monto de la operacidn propuesta ascenderia a la cantidad de
US$ 55.000.000, de los cuales USS 30.000.000 serfan con cargo a los Programas

de Inversiones Garantizadas y US$ 25.000.000 con cargo a los Programas Especia-
les de Desarrollo.

Plazos de Amortizacion

La amortizacidn dec los préstamos contratados seria de 20 afos para
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el primer tipo de préstamo y de 40 ados para el segundo, mediante pagos semes-
trales o anuales, el primero de los cuales se efectuaria al mes siguiente de
concluido el plazo de gracia que mds adelante se sefala.

Plazos de Gracia

Lus préstamos solicitados tendrion un plazo de gracia de cuatro y
Cinco Janos, respectivamente, segin sea el tipo de préstamos que se otorguen, en
el e¢ntendido que los intereses de cse periodo serian pagados trimestralmente.

Tasas de Interés

Las tasas de interés que el BIAPE pagaria por los préstamos del Pro-
grana de Inversiones Garantizadas serian las m3s bajas posibles de obtener en el
mercado de capitales al momento de marerializarios, en el entendido de que AlD

cobraria por su gestidn aseguradora un 1/27 anual sobre los saldos deudores del
préstano.

En cuanto a ta tasa de intercs de los préstamos que se hicieran con
cargo a los Programas Espcciales de Desarrollo, ésta podria alcanzar un tope ma-
ximo de 4% anual, también sobre saldos dcudores.

Desembalso de los préstamos

De conformidad a las proyccciones financieras del BIAFE para esta
etapa de puesta en marcha, las colocaciones de recursos en sus Operaciones norma-
les de crédito deben tomar algo de tiempo, por lo cual se ha previsto que el de-
sembolso de los préstamos aqui solicitados se desarrolle en varias etapas semes-
trates de acuerdo a un cronograma distinto seqin se trate de préstamos con cargo
a los Programas Espcciales de Desarrollo (PED), o con cargo al Programa de lInver-
siones Garantizadas, scgin se sefala en el cuadro siguiente:

22 Sem. 77 12 Sem. 78 22 Sem. 78 12 Sem. 79 22 Sem. 79
PED 10 10 5 - =
PIG 5 5 i0 10 10

(en millones de dSlares)

Garantias de los Préstamos

A los cfectos de garanticzar las operaciones propuestas, a AlID direc-
tamente o a las instituciones financieras aseguradas por AID, el BIAPE esta en
condiciones de ofrecer las siguicntes alternativas:

a) Suscripcidn de pagards de su propia emisidn, o cesidén de pagarés
suscritos por los socios del BIAPE en cumplimiento de las respon-
sabilidades adicionales asumidas por ellos al momento de incorpo-

rarse al Banco, y sefaladas en los articulos 16 y siguientes de
, los Estatutos.

b) La garantia de los respectivos gobiernos de los pafses de los pres=
tatarios del BIAPE, la cual se constituiria a medida que las cuo-
tas de los préstamos al Banco se vayan desembolsando, ya que en
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ese momento se conoceria el destino final de los recursos
asi obtenidos.

Naturaleza de las Aplicaciones

F1 BIAPE dectinaria los recursos provenientes de las operaciones
descritas, a financiaor la construccion o adquisicidn de viviendas por interme-
dio de los sistemas de ahorro y préstamo locales a nivel! interamericano. Estas
viviendas deberdn ser destinadas a beneficiar a prestatarios situados en los
niveles de ingresos mds bajos que sean compatibles con las posibilidades finan-
cieras de las instituciones de dichos sistemas.

E) BIAPE realizaria sus programas de financiamiento preferentemen-
t. 2 través de les organismos centrales de los sistemas de ahorro y préstamo de
cada pais, lo cual facilitaria, por una parte el control de la inversién final

y, por la otra, la obtencidon de la garantia de los respectivos gobiernos arriba
senalada.

En cuanto al destino final de la inversidn, BIAPE propone que se
fijen''a priori' los parametros gencrales de dicha inversidon, la cual serfa con-
trolada'h posteriori' mediante la intervencidn conjunta de BIAPE y los organis-
mos centrales respectives a traves de los mecanismos que en su oportunidad se

fijen y que representen una garantia para AlID en cuanto al cumplimiento de dicho
destino final.

Esperamos que una favorable acogida a la consideracion de esta soli-
citud de apoyo financicro sea el comienzo de un trabajo conjunto de la Agencia
para el Desarrollo Internacional y ¢! Banco Interamericano de Ahorro y Préstamo
a los fines de contribuir positivamente en la solucion de los problemas de un im-
portante sector de la realidad socio ccondinica de América Latina, como lo es el
de la vivienda y el desarrollo urbano.

Sin otro particular, lossaluda

Atentamente,

Ny AN _;;\.\_L~\<\4

tuiz Carlos V. da Fonseca
Presidente Ejecutivo

GSR/mr
Anexos
cc: Sr. Peter Kimm
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] EXHIBIT IX
SnlaoLL LA
LIST OF SHAREHOLDERS ] i
Number of Amount
Sharehclder Shares Invested
INTERAMNERICAN UNICN
Union Interamericana de Ahorro
y Prestamo para la Vivienda 100 $ 10,000

) ARGENTINA
A bl st sl

Camarz Argentina 42 Ahorro
y Prestamo para la Vivienda 10

SOLIVIA

r2 Argentinz de Ahorro y
Prestamo para la Vivienda 10

-

teme

Caja Central dz Ahorros es
e ia 500

Para la Vivienda g

bty

il eae
Boliv
As

izcion Mutual de Ahorro y
‘escamo para 1z Vivienda
A PRIMERA" de Rolivia 100

= O
Sl FE 1P

l

Asocizzion lutusl ge Ahcrro v
¢ Brestamo’ pa Viviendes
"LE PAZ" de ivia 100

lon Mutual de Ahorro y
de Ahorro y

a2 Vivienda
e 3eclivia ) Lo

ciacion lMutual &= Ahorre Y
Prestamo parz lz Vivienda
"LA PLATA" de Bolivia 40

Asociacion Mutual 4= Ahorro y
Prestame para la Vivienda
"LA PROMOTORA" de Bolivia 4o




Srarsholder

de fhorro y
Vivienda

1 a= Ahorro y
1= Vivienda
by

Asocizacicn itutval de Anerro y
Prestamo parza l2 Vivienda
"TARIJA" de Bolivia

BRAZIL

Banco Nacional Ja Havbitacao, Brasil

Associaczo 3Bracileire d?S Intidades
de Cr=dito Imobiliario e Poupanca
A3ZCIP

Sociedad d= Creditc Inmobiliaric
COMIND, Prasil

'tb Inmobiliario
Inmobiliario
ditc Inmebiliario
redito Inmobiliario

Sociedad de Creditc Immobiliario
ECONOMIA, Brasil

Socieagad ads
INC4, Brasi

reiico Inmobilliario

=~ 2

Socieiad d= Credi“c Triobiliario
VITCRIA MINAS, Zrssil

Sociedad c¢e Cr2dite Inmebiliario
COPZG, Brasil

Sociedzd de Credito Irmobiliario
CREFISUL RIO, Erasil

ANNEX J

Number of Amount
Shares Invrested
40 4,000

40 4,000

4o 4,000
15,469 1,5k4¢,900
10 1,000

220 22,000
100 10,000
361 36,100
220 22,000

30 3,000

240 2L ,000
191 19,100
510 51,00C -
585 58,500

120 12,000



Shareholder

Socie iad de Credito

> Inmoviliaric
DEL-IIi RIO, Zrasil

Sociciad

Rl
.L,..;-I‘n“.,

r2aiTe Inmeriliario
nmeobiliarioe
Inmobiliario

Inmobiliario

AURZA, Brasil

Inmcohiliario

Tnmobilierico
o, Brasil

de Credite Tiovobi
L

s POrTo Alezre,

c Tmusechbiliario
=rasil

ito Tnmoviliario

Socizdiza 4= Credito Inmeovniliarice
SATRA, Prasii
Sociecaa Creditc Inmoniliario

2d de
VERZA, Sa20 Paulo, Srasil

Soclecdad de Craiiio Inmobiliario.
BANESTADG, Brasil

-

1ad de Cradisc Innotiliario

Sociedzd de Credito Inmobiliario
FEDERALL SAO PAULC, Brasil

Socieda3 de Credito Tnmobtiliario
SUL 3RASILEIRO, Frasil

501
251
592

80

220

170
120
1,01k
20
220
220
210
200

220

ANNEX J

~mount

nvested

12,000
25,100
59,200

8,000

22,000

15,000

21,000
20,000

22,000

25,000



Shaerenclder

Sorciedad 42 Credito Trunobiliario
BINANOTLAR,. Trasil

“redito Inmobiliario
Sociedad 52 Traditc Inmcbiliario
PROVIICTA, Brasil
ite Inmcbiliario
asi
Comranitia
Inmoviliar
APENAT A,7.Z., Brasil
MORADA £,P.E,, Brasil
BUTUAL A,P.%., Bracil
LARSIRE 4.F,E,, brasil
TANOYO £.7.E., Brasil
CADERNETA, A.F.E., Erasil
Ty ALPLE,

COrRZLAR A.P.Z., Brasil

]
O
-
3]
=
=4
>
as]
tri

Srasil
SEULAR 4.P.Z,, Brasil
HABITACIOFAL A P.E., Zrasil
ASPEB A,P.Z, DA BAEIA, Zrasil

APESUL A.P.E., brasil

I

Shares

mber of

. 2590
10
220
250
1,138

220
35
100
10
50
100

250
200
200

Lo
1ko

ANNEX J

Amount

Invested

25,000
1,000
22,000
25,000
113,800

22,000

5,000
10,000
2,000
8,100
6,000
2,000
20,000
4 500
25,000
20,000
20,000
L,000

14,000
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Nurter of Amount

Slharehelders Shares Invastaed
HABITACAD A.P.E.. Brasil 1Lo 14,000
FIN-HAZ2 A.P.E., Erasil 140 14,000
MAUA ALP.E., Brasil 50 5,000
SOLAR A FP.Z., Bresil 50 5,000
PROFRIA A.P,E.,, Brasil 20 2,000
VIVENDA A.P.E., Brasil 28 ' 2,800
APZPEZ 5,P.Z. de rsrmanbuco, Brasil 30 3,000
APEAL L£.P.Z. Do Alagoas, Zrasil 10 1,000
CAIXA FORTZ A.P.E., Brasil 10 1,000

APZRI A£,.7.E, Do Rio Grande Do lNorte,
Brasil 70 7,000

APESY A.P.E, Da S=zo0 raulo, B>rasil - 50 5,000
APEPAR A.P.E. de Parana, Brasil 90 2,000
Caixz zZconomice do IZstado de Santa

Catzarina, Bresil 10 1,000
Caive Zconomicz co Zevado de Minas

Gerais, Erasil 325 52,500
Czixe Zccnimice de Goias, Brasil 206 20,600
Caixz Zconomica Federel Del Brasil,

Brasil 7,000 700,000
Caixz2 Zconomica do Zstado do Rio

Grande do Sul, Brasil 197 12,700

C2ZILE

Asociécion de Alcrre y Prestamo

del Liorte, Chile 343 34,300

Asociacion de Ahcorro y Prestamo
"ACOVAL", Chile 223 22,300
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Fw:iber of Arount
Sharehclder Shiares nvestad
Asociacicon de Ahorro v rrestam
"DIZGC PORTALZE3", Chile 304 30,400
Asocizcicn de Ancrre )y Prestamo
"LHORRZNINY, Chile 1,203 120,300
hAsocizcicn Jde Shcrye v orrestamnc
————p e p oy s Ao ~ -~ o
'RERIARDD O'EISGINS", Chile 637 63,700

Asccizzion de lihcrro vy Prestanmo
"CALLICAKNTO", Crile 560 56,000

Ascciszicon 2e Ahcrro v Zrestamo
" ~ —_ At R ~Z . -~
CASAPRCPIAT, Cnile 8066 80,600

Asccizoion d2 Lk R
"CAZAS CEILET, lhile 562 55,200

LAscciacicn d2 Sheorre v Prestano
"LIBIRTAD, Chil 305 50,500

Ascci=zzicn 232 incrr
on", Cnile 670 07,000

"RILCOVACIONT
Ascaizacicen ¢e fhovryo y rrestamo ‘

del Centrc, Chile 105 10,500
Ascclzzicn &2 Anhorro 3 orrestamo

"T: v‘—-‘__ﬂl— .—\IQT{——j—v-V -y - ¥ hﬂ'l 8: 8 /OO

losdzlh RIQUE L iz=-ndas , CN1le &) 50
Asocizzieon ge sfhcerro y rrestame

"ARDALIEW", Chils 259 25,900
ASOC“a:ioA g2 Ahicrrc Y Iresgvamo

"WICENTE FZRZZ RCSALZS", (hile 50 5,000

Asocizacior de Anhcrro y Prestamo
"RELONCAVI", Chile 62 6,200

Asocizcicn de Ahorro 2T,
"o A 3
PLTAGONIA, Chile L8 4,800

Centro d= Proouc_lt;oad
Asociacicn de Aherreo y Prestame
"JUAN GODOY", Chile 57 5,700

Asociacion dge Ahcrro ¥ Trestamo
"TRANCISCO DE AGUIRRE"', Chile 4s 4,500



Siiarzholders
Asccizcicn Ze Aherrc o Prestamo
de l2 “rontera, Cchilsa

Asocie2icn de Ahiorrc v fresiamo
"PITLAIGUEDT, Chil

e - ~ e

Feieracion XNaciconzl 3
de Alrorrc y Prestan

(Dm
0
WS
O
3
a
2]

cclacicn de Ahorro v Frestamo
"IMALSED DE VELASCO! Cnile

~

ranco Treadito Argricclz de
Cartzco, Costa Rica

DO INICAL REPUSL

Tance llacicnzl de lz ivienda,
republica Dominicsans

Bence rcuztoriano de 1z Vivienda
scuader

Asocliacion iutuzlista de Ahorro
vy Credito para la Viviende
"SEZLZTIAN DE BENALCAZAR",
Ecuador

Asccizcion Mut i
y Crezito para 1
' Sy g N - .
'PICEINCHAY, Ecuader

Asociczion Mutualistz j2 Ahorro
v Creaitc vara la Tivienda
"PRZVIITION Y SZGURIDAD", Zcuador

Ascciacion lutualista de Ahorro y
Credite para la Vivienda
v :
CEINRORAZO", Ecuador

Jumver of

Sharss

157

50

3,333

1,000

1,000

409

120

120

20

ANNEX J

Arount
Invested

15,7090

5,000

€,000

7,500

100,000

100,000

40,000

12,000

12,000

12,000

z,000



Sharsholders

Asociacion utualista de Ahorro y
Credito rara la Vivienda
"II3ARURA", Ecuador

Ascociacicn Mutualistz as Ahorro y

Asocizacion lutualiztz 2
Credito para la Vivienuo
"EL CRO", Ecuador

Asocizcion Mutualists d2 Aherro y
Creditc parz la Vivienda
"AMBATC", Ecuador

Asociacicon Mutuzlista e Ahorro
y Credito para l=2 Vivenda
"LUIS VARGAS TORRES", Ecuador

Asocizcion lMutualistz de Ahorro
Creditc peara lz Tivienda
"MANABI", Ecuador

<

Asociacicn Mutuzalista de shorro 'y
Credi<c parza la Vivienda
"AZUAY", Ecuador

=L SALVADOR

rinancierza iac
Vivienda, E1
EONDURAS

Financiera Nzcicnzal de la
Vivienda, Honduras

La Vivienda Asocizcicn Hondurena
v

o}
de Ahorro y Prestamo S.A.
Honduras

WICARAGUA
Banco de la Vivienda de Nicaragua

Inmobiliaria de Aherro y Prestamo
S.4,, Nicaragua

Humber of

Shares

20
60
10
60
20
10

20

1,000

750
250

500

200

ANNEX J

Amount

investead

2,000

6,000

1,000

6,000

2,000

1,000

2,000

100,000

75,000

25,000

50,000

20,000



Shareholasrs

Centrcamericanz 242 ihorro
Prestzano S.4., licarzagua

Financiera de la Vivienda,
Nicaragua

Banco MNzcional d2 Llerro y
Precstamo para 1z Vivienda,
Paraguay

Ancrre Fzreguaycs Scociedad
Ancnima de Ahorrc v Frestamo
para la Viviendz, Paragueay
Hogzr Propio Sociedzd Anonima
para la Viviendz, Paraguay
Presraesc Ahorro y Trestano para
la Viviends
Sociedzd Anoconinmz, Faraguay
=l
Banco de la Viviendz de Peru
UnIT=D 87753

Nurniser of
har=s

stern Savings Assocization,

Mutuzl Savings Associetion, U.S.A.
Abilene Savings ALssociaticn, U.3.A.
United Savings Associztion, U.S:A4.

-

Browngville Savings Association
U.5.A.

Surety Savings Associztion, U.S.A,

500

167

167

166

1,000

1,000

1,000

1,000
700

ANNEX J

Smount

20,000

20,000

50,000

16,700

1¢,700
16,8500

100,000

100,000
100,000
100,000

70,000

50,000

30,000



Number of
Shareholders Shares

VELEZUELA

.

"PRO-VIVIENDA SAN CRISTOBAL", =ntidad
de Anorro y Prestamo, Yenezuela 100

Ingus
rra

2 ANorro y

Tria
-
Soal,

Banco hacional cde Ahorro y Prestamo

Venezuela 30, 544
Federacion Venezcolinz de mntidades
de Ahorro y Frastiamno, Venezuela 10
"LA VIVIEIDA", Intiard de Ahorro
y Prestamo, Venezuela 2,000
La Prisera Intidzd e Ahorro y
Trestano de Tulia, ”CAJA
POPULAR DE OCCIDEZNTZ", Venezuela 250
"WALENCIA", Entidzd de Ahorro y
Prestamo, Venezuela - 100
"CASA PR0OPIA", EIntidad de Ahorro
v Frestamo, Vvenezuela 100
"BAUCARICS" Entidad de Ahorro y
rrestamo, Venezuela 250
”'O““:O“-_‘ ntided de Aherro y
-
stamo, enezuela 90
"IMARACAY", Pntidad de Ahorro y
Prestamo, Venezuela 250
"MIRANDA", Entidad de Ahorro y
Prestamo. Venezuela Oo
"ASQCIACION GU A”T:Sﬁ DE AHORRO
Y PDTSTAVO”, ntidadé de Ahorro y
Prestamo, ehezuela 30
"GUARICO-APUZE", ™:tidad de Ahorro
v Prestamo, Venezuela 100

ANNEX J

Amount
Invested
10,000
2,000
3,544,000
1,000

200,000

25,000
10,000
10,000
25,000

9,600
25,000

8,000

3,000

10,000
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Wumter of Lmount

“harehiclders Shares _nvested

JTRUTAY . Trtidnd de Ahorro y
‘3wmo. enezuela 250 25,000

o idat L2 Aherrc y
amo, Venecrusla 20 2,000

Trestamo, Venezuela 320 32,000

L. Intiizal de Ahorro

stamo, Venezuela 200 20,000

'.—w"‘r;qd =T NN V)
mntiada a2 RN0Trro

FPrestamo, Venezuela . 100 10,000

=30, EntidaZd

‘“é%émc, Venezuela 100 10,0C0

de Ahorro
stamo, Venezuela 100 10,000



ACTA CQSTITUTIVA Y ESTATUTOS DEL
BANCO DINTERAMZRICANO DE AHORRO Y PRESTAMD

(Sociedad Anfnima de Capital Autorizado)

Nosotros (identificar), en nambre y representacién

de (icentificar los organismos a quienes represen-

tan e indicar la naturaleza de la representacifn que ostentan), reunidos en

(senalar el sitio de la reunifn), ubicado en la ciudad de Cara

cas, Rep(blica de Venezuela, a los dfas del mes de ce

1975, hemos procedido a constituir el Banco Interamericano de Ahorro y Présta-
o, Sociedad AnSnima de Capital Autorizado, cuya estructura, organizacién v
funcionamiento se regirén por las disposiciones contenidas en este documento,
el cual ha sido redactado con suficiente amplitud para gque sirva a la vez ce

Acta Constitutiva y Estatutos de la sociecad.

TITULO I

Del Nambre, Cojeto, Domicilio y Duracién

Articulo 1°.-

El ravbre de la sociedad serd "Banco Interamericano de Ahorro y Préstamo",
Sociedad Andnima de Capital Autorizado, en espanfol; "Banco Interamericano de
Poupanga e Empréstimo", en portugués; e "Inter-American Savings and Loan Bark",
en inglés. Podrd usar camo nambre abreviado, en cualquier idiama, la sigla
"BIAPE".

Articulo 2°.-

La sociedad tendrd por cbjeto contribuir al desarrollo del movimiento inte
ramericano de ahorro y préstamo a través del fortalecimiento de los Sistemas
de Ahorro y Préstamo existentes y de su creacién en las naciones donde aun no
se hayan constituido;servir de instrumento para el financiemiento de la vivien
da y del desarrollo urbano y para el perfeccionariento del maedio habitacional
americano; y coadyuvar a la formacién y crecimiento del mercado interamericano
de capitales; todo ello con un caricter eminentemente técnico y financiero.

Articulo 3°.-

El Banco fija su damicilio legal en la ciudad de Caracas, Repdblica de Ve-
nezuela, y podrd establecer sus centros de operacianes en otros lugares Vv paf

ses y crear las corresponsalfas, representaciones, sucursales Yy agencias que
estime convoniente.



Articulo 4°.-

El plazo de duracién del Banco serd de noventa y nueve (99) anos, contado
a partir de la fecha de su inscripcidn en el Registro campetente, prorrogable
por perfodos iguales cuando la Asamblea Gereral asf lo decidiere con veinte
{20) anos de anticipacién, rcr le menos, al vencimiento del plazo inicial,o de
cualquiera de las prérrogas en sus casos.

TITULO II

De los Accionistas

A Articulo 5°.-

S8lo podrén ser acclonistas cel Banco las entidades, organismos e institu-
ciones que se encuentren carprendidas en una de las siguientes categorias:

Categoria A: Organismos centrales de los Sistermas de Ahorro Vv Préstamo para Vi
vienda de los pafses de América;

Categoria 3: Entidades privadas, de primer grado, ce ios Sistemas de Ahorro V
Préstamo rpara Vivienda de los pafses de Andrica;
o
Catecoria C: Ligas, Federacicnes o Cimaras que agrupen @ entidades privadas de
L Anhorro Yy Préstamo para Vivierca dz los caises de América;

Categoria D: Enticades o instituciones, pidblicas o privadas, gue tengan vincu-
lacién con la atencifn de las rnecesicdades de vivienda y de su f.
nanciamiento v ooeren en paises de Avdrica en cue no existan Sis-—
temas de Ahorro v Préstamo deblicamente estructuradcs; y enticades
0 Instituciones americanas estaebillizadoras del mercado secundario
de hipotecas o aseguradoras cde créditos hipotecarios;

Categoria E: Organismos intermacionales o de accién internacional y otras ins-—
© tituciones u organizaciones, nacionales o Internacionales,que ten
gan vinculacién con la promocidn del desarrollo socio-ecor&mico ©
con la atencidn de las necesidades habitacionales en los pafses
de América.

La Unidn Interamericana de Ahorro v Préstamo para la Vivienda, por derecho
propio, podré& adquirir la conaicidn de accionista del Banco, Vv para todos los
efectos conterplados en estos Estatutos se asimilard a las instituciones com
prendidas en la Categoria E. -

Yo serd necesario para el funcionaruento del Banco que cuente con accionis
tas de todas las categorias senaladas en este articulo.

Articulo 6°.-
El Directorio calificard a los solicitantes y aceptaré o denegard su incor

poracién al Banco. En este Gltiro caso el interesado podrd apelar ante la Asam
blea General.

Para incorporarse como accionista se requiere tener el minimo de acciones
suscritas y pagadas que fije la Asarblea.
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Al mamento de 1ncorperarse cada accionista cdeberd designar su representan-
te permanente ante el Banoco. Qualesquiera camblos, © cdesignaciones de repre
sentantes para actos especiales, deberln ser oportunatente participados al Se-
cretario del Banco.

Articulo 7°.-
Los accionistas perderén la calidad de tales:

a) Por pérdida de las condiciones que lo habilitaron para adquirir sus
acciones;

b) Par renuncia;

¢) Por no mantener, a tftulo de propiedad, el mfnimo de acciones que
se requirié para su incorporacién;

d) Por quiebra;

e) Por incurplimiento, calificacdo por el Directorio, de las cbligacio
nes contrafdas con el Banco; y

f) Por resolucién funcdada del Directorio, adortada por los dos tercios
(2/3) de sus integrantes con derecho a voto. De esta resolucisn po-
dré apelarse ante la Asamblea General.
TITULO III
Del Capital y cde las Acciones
Articulo 8°.-

El capital autorizado del Banco es de Cien Millones de DSlares de los Esta
dos Unidos de América (U.S $ 100.000.000,00).

Articulo 9°.-

Los aportes de capital se efectuarén sélo mediante la suscripcidn total de
las acciones que los representen, y meciante el pago en dinerc efectivo de las
mismas, en la proporcién que en cada caso se establezca conforme a estos Esta-
tutos.

Articulo 10°.-

El capital del Banco estard representado por acciones que tendrdn un va-
lor naninal unitario de Cien DSlares de los Estados Unidos de América -—
(U.S § 100,00) .

Articulo 11°.-

Las acciones |odrén ser ordinarias o privilegiadas correspondiendo al Di
rectorio fijar las condiciones de emisidn, excepto la naturaleza de los privi:
legios, cuya determinacién compete a la Asamblea. Las acciones ser&n naminati
vas y se inscribirin en el Registro de Accionistas que se llevard bajo la res-—
ponsabilidad del Secretario del Banco.



Art{culo 12°.-

lLas acciones serdn de libre transferencia entre los accionistas del Banco.
la transferencia a quienes no tengan esa calidad deberd ser previamente aproba
da por el Directorio, en cuyo caso se aplicard lo dispuesto en los Artfculos
5° y 6° de estos Estatutos.

Art{culo 13°.-

Cada una de las acciones pagadas dar8 derecho a un voto, con las excepcio-
nes que puedan resultar de la aplicacién del Articulo 11°

Articulo 14°.-

No obstante lo dispuesto en el artfculo anterior, ningin accionista ni los
accionistas de una misma nacionalidad en su conjunto, podrdn tener en una Asam
blea mis del 10% de los votos correspondientes al total de acciones con dere
cho a voto, ni mis del 20% cdel total de los votos presentes O representados en
dicha Asamblea.

los acclanistas de 1a Categorfa E no podrén, individualmente ni sumados en
tre si, tener en una Asatblea mis del 5% de los votos correspondientes al to-
tal de accianes con derechc a voto, ni mas del 10% del total de votos presen
tes o representados en la misma. -

Artfculo 15°.-

Si un accionista pierde su calidad de tal por rotivos diferentes a la
transferencia de sus acciones,el Banoo prccederd a rescatar los titulos de las
acciones que el titular posea y restituir§ a éste el valor correspondiente. El
Directorio fijard dicho valor v las modalidades de restitucidn, tamandc en con
sideracifn, entre otros factores, las cbligaciones contrafdas por el Banco con
anterioridad a la fecha en que se hubiere perdido la calidad de accionista.

TITULO IV

De los Convenios de Responsabilidad

Articulo 16°.-

Independientemente de su aporte de capital, los accionistas cde las Catego-
rias A, B y D asumirén una responsabilidad adicional por las sumas que en cada
caso determine el Directorio, para respaldar las obligaciones gue el Banco con
traiga. Dichas sumas constituirdn una reserva de carfcter patrironial.

Articulo 17°.-

Esta responsabilidad adicional se fijard al efectuarse cada suscripcién de
acciones, mediante un Convenio de Responsabilidad que se inscribiré en los re-
gistros correspondientes.

O Obstante, una vez determinada la responsabilidad adicional, el accionis
ta podrd eronerarse de celebrar el Convenio respectivo, suscribiendo y pagando
accianes del Banco por una suma eguivalente a aquélla. Zn este caso el valor
de las acciones serd el naminal, sin prima alguna.



Articulo 18°.-

Sin que constituya novacifn de las obligaciones que emanen de los Conve
nics de Responsabilidad,quienes los suscriban emitirdn y aceptardn a favor del
Ranco documentos negociables correlativos a dichas ob‘lgac‘owes con el £in de
facilitar un mejor desenvolvimiento de las operaciones del Banco. Estos cocu-
mentos tondrin las rmodalidades cue establezca el Directoric del Banco y  s&lo
podrén ser utilizados manteniendo la proporcionalicad establecida en el Articu
lo 21°.

Articulo 19°.-

Si llegare a hacerse cfective un Convenio de Responsabilidad, el accionis-
ta tendri derecho a requerir cel Banco la entrega de accicnes por un monto
equivalence al gue deserbolse por tal concepto,pasando ese ronto a incrementar
su cuota de capital suscrito v pagado. En este caso, el Banco entregard las ac
ciones que corresponda a su valor naminzl, sin prima alguna. -

Articulo 2C°.-
Si e! accianista cue cuweliere con un Convenio de Respcnsabilidad no hicie
re uso cei derecho conterplaio en el articulo anterior, las swuras entregadas

constituirdn créditos a su favor por 2l piazo cue determine el Directorio cel
Banco y a ias tasas de interd&s cue éste aplicare a sus operaciones pasivas.

Articulo 21°

Cuando el Banco deba hacer efectivos los Convenios cde Responsabilidad dis-
tribuird la suma que reculera entre tcdos los signatarios, a prorrata de 1os
montos de sus respectives Convenios.

No obstante, en casos debidamente calificadcs,el Directorio podrd efectuar
una distribucidn transitorie diferente, gue no afectar& la reparticidn defini-
tiva que deba hacer a prorrata ce las :csponsabl*ldaues asunicas.

Sin perjuicio de las obligaciones contrafidas con tercercs, el Banco destl
nar§ preferentemente sus recurscs & la devolucidn y cancelacidn de las suras
que adeudare a los accionistas ror razén de haberse hecho efectivos los Conv
nios de Responsabilidad, y al paco de los intereses que a dichas sumas corres-
poncan.

Articulo 22°.-

La extincién de los Convenios a que se reifieren los articulos precedentes,
s6lo podrd producirse por acuerdo de los otorgantes o por decisién del accio-
nista notificada por escrito al Banco. La decisidén o el acuerdo sblo podrén
adoptarse después de transcurridos cinco (5) anos desce la celebracién Gel res
pectlvo Convenio y no producird efecto sino daspues de transcurridos diez (107
anos ooritados a parflr de la fecha de su anotacién al margen de la correspon
diente inscripcidén del Convenio de Responsabilidad.

La pérdida de la calidad de accionista producird el efectc de dar comienzc
al plazo de diez (10) anos senalado en este artf{culo. Dicho plazo se ampliarg,
si la calidad de accionista se perdiere antes de transcurridos cinco (5, aros
cantados desde la celebracidn del Convenio, por el tierpo Jue restare para Sue
el mismo alcance esa antiguedad.



Artf{culo 23°.-

No abstante lo expresaco en los artfculos anteriores,en caso cde disolucién
del Banco, al términe Jdel consiguiente proceso de liquidacién se producird .a
extincién de los Cravenios de Responsabilidad que estuviesen en vigor.

TITULO V

De las Operaciones del Banco

Articulo 24°.-

El Banco deberd estimular, pranwcver y orientar cuantos esfuerzos, invers:ic
nes y aportes puedan contribuir al cumplimiento de sus objetivos. A tales £i-
nes, podré realizar especialmente las sigquientes operaciones:

a) Realizar todas las operaciones concucentes a la chtencién de recur-
sos financiercs, provenientes de cualesquiera instituciones, organi
zaciones, persocnas o paises;

b) Aceptar y suscribir obligaciones de trafico bancario y de cualguier
otra indole;

c) Emitir bonos, c&culas hipotecarias y toda clase de documentos nego-
ciables en el mercaco rundial de capitales o en cualquier mercado
nacional, regional o internacional;

d) Otorgar préstaros y ccnceder créditos a instituciones de los pafses
americanos para el rinanciemiento de operaciones enmarcadas dentro
de los abjetivos del banco;

e) Adquirir y enajenzr toda clase de bienes, a cualguier tftulo,y cons
tituir fondos para fines especificos;

f) Otorgar fianzas, garantias y cauciones;

g) Recibir en depdsito, en administracién, en garantfa, en fideicauso
0 en otras formas, toda clase de bienes y valores;

h) Actuar cano agente financiero en la captacién directa de recursos
externos para sus accionistas;

i) Obtener apoyos técnicos de cualesguiera instituciones, organismos,
personas o paises y dar asistencia técnica a quienes la requieran;

j) Celebrar toda clase de actos y contratcs con personas nhaturales y
juridicas, plblicas o privadas; asociarse con otras entidades o par
ticipar en su constitucién, y contraer los campramisos que sus acti
vidades hagan necesarios. -

La enumeracién precedente no tiene cardcter taxstivo ni restrictivo, en cu
ya virtud, el Banco podrd reazlizar toda clase de operaciones activas, pasivas,
de gestifn, de garantfa u otras de cualquier fndole, que estime convenientes
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Artfculo 25°.-

Las operaciones del Banco podrén realizarse en cualguier tipo de moneda, @
rriente o convencianal, pero ceberdn expresarse y contabilizarse en su eqnlva-
lente en d6lares de los Estados Unidos de América.

Fl Banoo podrd mantener le totalidad o parte de su patrimonio en cualquier
tipo de monedas, carrientes o corvencionales, o en cualquier clase de bienes.

Articalo 26°.-

£l Directorio establecerd las condicianes y rodalidades aplicables a las
operaciones del Banco, de acuerco con sus fines y dentro d&e una sana polfitica
de administracién financiera.

Artfculo 27°.-

Zl Banco concederd especial atencifn a acuéllas de sus operaciones gue con
tribuyan al fomento y desarrollo de un mercado interamericano de capitales.

Artjiculo 28°.-

£l Banco otorgarad préstaros preferentemente a aquellas instituciones de
los raises americanos gque requieran financiamiento para el curplimiento de las
finalidades que senala el Artfculo 2° ce estos Estatutos.

Articulo 29°.-

LOs accionistas que reciban préstaros deberén suscribir nuevas acciones o
t{tulos valores emitidos por el Banoco, en el porcentaje de dichos préstamos
gue fije el Directorio.

Articulo 30°.-

El Directorio calificard las solicitudes de préstamo atendiendo a la natu-
raleza del solicitante, a su experiencia, solvencia y capacidad técnica, a los
fines que se persigan con el empleo del crédito y a las garantias ofrecicdas.
Salvo casos excepcionales, no se vinculard el préstano a proyectos especificos
de construccién.

En ningGn caso, el Directorio estard cbligado a expresar los motivos de su
pronunciamiento en relaci6én a las solicitudes que se sametan a su considera
cién.

Articulo 31°.-~

Las operaciones del Banco serdn objeto de una auditoria externa anual,prac
ticada por profesionales de reconocica competencia e idoneidad, distintos de
los inspectores de cuentas o camisarios, todos los cuales ser&n designados por
la Asamblea General Ordinaria.
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TITULO VI

De la Direccifin y Administracién del Banco

Art{culo 32°.-

El Banco seré dirigido y administrado por los siguientes &rganos directi-
vos Y ejecutivos:

a) La Asamblea General;
b) El Difectorio; y

c) El Canité Ejecutivo.

Seccién Primera

De las Asambleas

Articulo 33°.-

La Asamblea General constituye el Srgano maximo de autoridad y decisibn
del Banco vy estard integrada por todos los accionistas. Se reunir8 en fcrma or
dinaria anualmente, dentro de los primercs seis (6) meses del ano calendario,y
con caracter extraordinario cuantas veces la oconvoque el Directorio o lo soli-
cite un tercio (1/3) de sus accionistas.

Las Asanbleas deberdn ser convocadas mediante comunicacién telegréfica a
los accionistas, enviada a la direccidn gue tengan registrada en el Banco, con
sesenta (60) dias continuos de anticipacién, por lo menos, a la fecha prevista
para la respectiva reunién.

Las Asambleas s8lo podrén conocer los asuntos expresamente enunciados en
la respectiva convocatoria.

Todos los accianistas tendréan derecho a voz en las Asambleas y para los
efectos de votacicnes regird lo establecido en los Articulos 13° y 14°.

Articulo 34°.-

La Asamblea se constituiré bajo la direccién del Presidente del Banco, a
los fines de calificar la representacién de los accionistas presentes y los po
deres de los representados, y elecir al Presidente de la misma. Practicada la
eleccidn, la Asamblea serd dirigida por su respectivo Presidente.

Los poderes para representar a los accionistas deberan obrar en poder del
Secretario del Banco, con una anticipacién a la celebracién de cada Asamblez,
no menor de quince (15) dias continuos.

Articulo 35°.-

las Asambleas deberan celebrarse a 1la hora fijada en la canvocatoria con
la asistencia de acciaonistas que representen por lo menos la mitad de las ac-
cianes emitidas con derecho a voto. Si tal quorum no se alcanzare en los trein
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ta {30) minutos poster:ores 2 :a hora fijada, la Asarblea respectiva se lleva-
rd a cabo tres (3) horas despu’s de la senalada en la convocatoria, cualquiera
sea el nGnreroc de accionistas cresentes o representados.

Para la validez de las cecisicnes de las Asambleas se requeriri la mayoria
absciuta ce los votos presentes, oonderadcs de conformidad con el Articulo 14°

Articulo 36°.-

Corresponde especialmente & la Asamblea General:

a) Aprcbar las polft:icas gonerales del Banco, sus lineas de accién,sus
planes anuales ¢c¢ trabajo y sus politicas presupuestarias;

b) Aprobar la Mamoria anual de las actividacdes, los Balances de cada
ejercicio, los infomes de los comisarics vy de los auditores exter-
nos, la constitucidn de fondos de reservas, y la forma de repartir
las utilidaces;

¢} Reformar los presentes Estatutos;

d) Aumentar o reducir el capital autorizado del Banoo;

e) Autorizar los ajustes contables que resulten de variacicnes cambia-
rias;

f) Elegir al Directorio y fijar su remuneracién;

g) Designar a los camisarics y auditores externcs y fijar sus honora
rios; y

h) Acordar la disolucidn del Banco v designar al representante de los
accionistas en la Canisidn Liquidadora.

Art{culo 37°.~

Las atribucianes sefaladas en las letras c), &) y h) del articulo anterior,
s6lo podrén ejercerse en Asamblea General Extraordinaria, para cuyas celibera
ciones se requerird un guorin de al menos tres cuartos (3/4) del “otal cde las
acciones em.tidas con derecho a voto. Los acuercos en estos casos deberé&n ser
adoptados por una mayoria de dos tercios (2/3) de los votos presentes pondera-
dos de conformidad con el Articulo 14°.

Seccidn Sequnda

Del Directorio

Articulo 38°.~

Corresponderd al Directorio, ademds de las funciones que otras disposicio-
nes de estos Estatutos le encomienden, dirigir la actividad del Banoco. Estars
campuesto por nueve (9) mierbros titulares v nueve (9) alternos, quienes actua
rén s6lo en ausencia de sus respectivos titulares. B
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Los miembros del Directorio serdn elegidcs de tal marera cue al menos tres
(3) de ellos y sus respectives alternos tencan la representacién permanente de
accionistas de la Categoria A; v cue al menos decs (2) ce ellos, oon sus alter
nos, tengan respectivamente la representacién permanente de accionistas de las
Categorias B y C.

El resto de los Directores serd de libre eleccién de la Asamblea requiriérn
dose, en todo caso, que tengan la representacién permanente de un  accionista
del Banco.

Articulo 39°.-

Mientras la Unién Interamericana de Ahorro y Préstanmo para la Vivienda sea
accionista del Banco, su Secretario General, conjuntamente con los nueve (9)
titulares, integrard el Directorio, como miembro nato del mismo, oon derecho a
voz, pero sin voto.

Articulo 40°.-

En el caso de gue no hubiere accionistas de algunas de las categorias. sefa
ladas en el Articulo 38°, la eleccién de los Directores que deberfan tener la
representacién de aquéllos serd efectuada librermente por la Asamblea. Estos Di
rectores durardn en sus cargos hasta la siguiente Ascmblea General Ordinaria,
en la cual se elegird a quienes ceban concluir el pericdo de tres (3) anocs.

Articulo 41°.-

Los Directores durardn tres (3) afios en sus cargos y podrén ser reelegidos.
La renovacién del Directorio se efectuard por tercios,de tal manera que corres
panda cada ano designar tres (3) cde elles con sus respectives alternos.

Si por cualquier causa un Director titular no pudiere sequir desenpeiando
su cargo, serd sustituido por su rescectivo alterno. Si éste, a su vez, resul
tare impedido, el Directorio designard su reemplazante eliciéndolo, cuandc
as{ proceda, de entre cuienes tengan la representacién de accionistas de su
misma calidad y procurando gee el elegido sea de la misma nacionalidad del an-
terior titular.

El nambramiento del nuevo Director regird hasta la celebracién de la si-
guiente Asamblea General Ordinaria, en la que se elegird a quien deba concluir
el periocdo original de tres (3) anos.

articulo 42¢.-

Corresponde especialmente al Directorio:
a) Dar cumplimiento a los acuerdos de la Asarblea General;

b) Aceptar o denegar las solicitudes de incorporacién al Banco y deter
minar la categoria de los accionistas; -

c) Fijar las politicas especificas de accién, las tasas de interés,las
causiones, cargas y, en general, las condiciones v modalidades de
sus operaciones y los rrocedimientos que se emplearén en ellas;

A} Presentar a 1A ~~nsideracién de la Asamblea los Balarces, Estados

I.



-11-
de Ganancias y Pérdidas y Memorias de las actividades del Banco,as{
canwo lus planes anuales y polfticas presupuestarias;

e) Proponer a la Asarblea la constitucién de loo fondos y reservas gue
se estimen necesarios v la forma de distribuir o aplicar las utili-
dades del ejercicio;

£) Aprobar el presupuesto anual;

g) Fijar las normas ce encaje que estime conveniente aplicar;

h) Aprobar el Reglatento Interno y la estructura administrativa del
Banco;

1) Pronunciarse scbre las operaciones del Banco y calificar tanto las
garantias camo la aplicacién d2 los recursos;

j) Velar porgue los recursos se empleen con una adecuaca Y justa pro

porcidn entre los pafses a los cuales pertenezcan las instituciones
beneficiarias; y

k) Conferir poderes zenerales y esveclales, para la representacidén ju-~
dicial o extrajudicial cel Instituto.

Articulo 43°.-

Corresponderd& al Directorio la interpretacidén de los presentes Estatutos.
En el caso de que su interpretacidn no estuviere respaldada por la unanimicac
de los mierbros concurrentes al acuerdo, los interesados podré&n solicitar a la
Asamblea General cue revise la resolucién v la modificue, si lo juzga procedern
te, teniéndose entre tanto camo vdlida la intervretacidén acordada por el Direg
torio.

Articulo 44°.-

Tl Directorio se reuniri ordinariamente por lo menos cada cuatro (4) meses,
y extraordinariamente cuando el Presidente Tjecutivo 1o convogue por recuerir
lo asi las necesidades operacionales del Banco o cuando lo soliciten tres (3)
de sus miembros.

la convocatoria de los Directores se realizaré mediante comunicacién tele-
grafica enviada a la direccidn wue cada uno de ellos tenga registrada en el
Banco, con diez (10) dias continuos de anticipacidén a la fecha de la reunién.

El Directorio sesionard con la asistencia de al menos cinco (5) de sus
miembros con derecho a voto y sus acuerdos se acoptarén por rayoria absoluta
de los presentes con tal derecho, salvo disposicidn especial ce los Estatutos.

Articulo 45°¢.-

El Director que dejare de tener la representacién permanente de un accio
nista ante el Banco cesard inmediatamente en el ejercicio de su cargo. No obs-—
tante, si un accionista verdiere su calidad de tal, la cesacifn del Director
que hubiese sido elegido por su condicién de representante permanente del mis-

mo, sblo producird efecto una vez que sea expresamente declarada por el Direc
torio. N
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Los Directores cesardn autaniticamente en sus cargos por inasistencia no
justificada a tres (3) sesiones consecutivas de Directorio o a seis (6) no con
secutivas.

Los Directores podrén ser removidos de sus cargos por acuerdo de la Asam
blea General.

Articulo 46°.-

Los Directores percibirén la remuneracién que fije la Asarblea General y
tedran derecho al reembolso de los gastos en que incurran para cumplir sus
funciones.

Articulo 47°.-

No abstante haberse cumplido los plazos para los cuales hubiesen sido de-
signados, los miembros del Directorio proseguirdn en el ejercicio de sus fun
ciones hasta que los reemplazantes asuman sSus cargos.

Articulo 48°. -

[k

£l Directorio designar& un Tesorero del Banco y un  Secretario Abogado vy
les fijard sus tfunciones y remneraciones. El Secretario Akbogado lo serd tam-
bién de la Asamblea General, del Directorio y del Comité Ejecutivo, correspon
diéndole certificar los acuerdos emanados ce estos Srganos colegiados que cons
ten en los respectivos Libros de Actas.

Seccién Tercera

Del Conité Ejecutivo

Articulo 49°.~

El Camité Ejecutivo serd la mixima autoridad ejecutiva del Banco v estard
integrado’por un Presidente Ejecutivo y dos o mds Vicepresidentes, narbrados
por el Directorio.

Para la designacién del Presicdente Ejecutivo se roquerird el acuerdo de,al
menos, seis (6) de los miembros del Directorio con derecho a voto, en tanto
que para la de los Vicepresidentes bastard el acuerdo de cince (5) de ellos.

Articulo 50°.-

Los miembros del Comité Ejecutivo no podrén ser Directores del Banco, dura
rédn tres (3) anos en sus cargos y podr&n ser reelegicdos.

El Directorio, por acuerdo fundamentado, podrd remover de sus cargos a los
miembros del Camité Ejecutivo antes del vencimiento de sus respectivos perio
dos, requiriéndose para ello las mismas mayorfas exigidas para su designacién.

Articulc 51°.-

El Camité Ejecutivo tendrd a su cargo la diaria gestién de los negocios
del Banco, especialmente la ejecucién de sus programas, la realizacifn de sus
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operaciones, la custodia de su patrironio y el cumplimiento de todos los acuer
dos y resoluciones ermanados del Directorio. -

Coresponder§ al Camité Ejecutivo, ademds, ejercer todas las atribuciones
que estos Estatutos no hayan encomencado a otro drgano directivo, administrat:
Vo O ejecutivo, salvo que por su naturaleza sean de la campetencia de la Asam-
blea o del Directorio.

Articulo 52°.-

=1 Directorio, por acuerco de seis (6) de sus miemhros con derecho a voto,
podrs revisar las decisiones adoptadas por el Camité Ejecutivo.

Articulo 53°.~

Serd de la cam.z2tencia del Camité Ejecutivo todo lo relacionado con el nam
bramiento, pramocién, transferencia, remocién, remuneracién v demds condicio
nes de trabajo del persmonal del Banco. -

Artfculo 54°.-

©® Directorio fijard las reruneraciones ce los miembros del Camité Ejecut:
vo, establecerd las atribuciones de los Vicepresidentes y determinard leas gg
rantfas que para estos cargos estime necesario exigir. -

Ar~fculo 55°.-~

5. Camité Ejecutive se reunird con la Zfrecuencia que exija la marcha del
Banco pero, en toco caso, Gaberd celebrar dos {2) reuniones mensuales. Sesiona
ré con la asistencia de mis de la mitad de sus miembros o del nmero entaro in
mediatamente superior y sus acuerdos se adoptardn por mayoria de los presentes.
En caso de empate, decidird el voto del Presidente.

Articulo 56°.-

21 Presidente Ejecutivo serd el representante legal del Banco, autorizari
con su fira todos los actos, contratos, convenios y demds documentos vV presi-
dird el Camité Ejecutivo y las reuniones del Directorio, aun uando en estas
iltimas no tendr& derecho a votc.

Zn caso de ausencia o impedimentc del Presicente Ejecutivo, sus funcicnes
serdn asumidas por los Vicepresidentes en el orden que el Directorio haya esta
blecidc a esos fines. -

Artfculo 57°.-

Seré aplicable a los miexbros del Comité Sjecutivo lo dispuesto en el Ar
ticulo 47°. =

TITULO VIZ

Del Baiance y la Memoria

Artfculo 58°.-

21 Banco haré corte de cuentas al 30 de Junio y 31 de Diciembre de cada
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afio y elabarard los balances correspandientes los cuales, junto con un estado
pormenorizado de suS cuentas e ganancias y pérdidas y la Mororia amual de sus
actividades, serdn presentados por el Camité Ejecutivo al Directorio. Este,des
puts de considerarlos, los sameter§, conjuntamente con el informe de los cami-
sarios y de los auditores externos, a la zprobacién de la Asamblea General ar

; :
dinaria.

Artfcalo 59°.-

Una vez aprobados los estados financieros en referencia, y despuds de prac
ticadas las destinacicnes a fondos y reservas, la Asamblea General distribuiri
las utilidades a los accionistas en propercién a su participacién en el capi
tal pagado y en la forma y oportunidades que estire conveniente. -

Ar‘u_iculo 60°.-

El Balance se elaborar& ccn sujecién a las reglas y principios de contabi-
lidad generalmente aceptados; derostrard con evidencia y exactitud los benefi
cios realmente obtenidos y las pérdidas esperimentadas; y reflejard las parti
das del acervo social por el valor que realmente tengan o razonablemente se
les presuma. No se otorgard valor alquno a los créditos incohrables.

TITULO VIII

Del Fondo de Pramocién y Perfeccionamiento Técnico

Articulo 61°.-

El Banco agregard al principal de sus operaciones activas un 0,1%, con el
objeto de formar con esos ingresos un Fonco especial que destinard a pramover
el desarrollo y el perfeccionamiento técnico de Ahorro y Préstamo en América.

El Banco confiard la administracién y el uso de este Fondo a la Unién Inte
ramericana de Ahorro y Préstamo para la Vivienda. En caso de que esta adminis
tracifn no’ fuere f..ctible, el Directorio dispondrd acerca de la misma.

TITULD IX

De la Disolucién y Liquidacidn

Articulo 62°.~

El Banco se disolverd por las causales establecidas en las leyes sabre la
materia, y especialmente:

a) Por pérdidas en sus Balances que signifiquen la disminucién de su
capital pagado en mds de un 75%; y

b) Por verse obligado a hacer efectivo mis del 50% del monto de los
Convenios de Responsabilidad de que trata el Titulo IV de estos Es-

tatutos, si as{ lo acordare una Asamblea General especialmente con
vocada al efecto. N
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Ar={culo €3°.-

Acordada la discluc:i6n, la Asamblea General procederf a designar la perso-
na que en representacién de 10s accionistas integrard la ComisiSn Liquidadora
del activo y pasivo del Banco que senala ia Ley. La Asamblea que haga la desig
nacién anterior establecerd el plazo dentrc del cual debe curplirse el proceso
de liguidacién.

Artfculo 64°.-

Ia Candsién Liquidadora ejerceré las facultades del Directc.io y del Cama-
té Ljecutivo, debiendo rendir cuenta de su admiristracifn a los accicnistas
reunidos en Asamblea General celebrada de acuerdo ocon los Articulos 33° y si
gulentes.

Articulo 65°.-

Si al término de la liquidacién hubiere remanente de los bienes, este seréd
distribuido entre los accionistas a prorrata de su cuota de capital pagado.

TITULO X

Del Arbitraje

Articulo 66°.-

Toda discrepancia gue se suscite entre los accionistas del Banco, en rela-
cifn a sus respectivos intereses en el misc, o0 entre éstos y sus 6rganos ce
direccifn, administracién o ejecucidn, sea durante la marcha del Banco o duran
te su proceso de liquidacién, serd resuelto por una Comisién Arbitradora, gque
dirimird tales situacianes en Gnica instancia, sin forma de juicio y sin ulte-
rior recurso.

Esta Camisién estard integrada, en cada caso por tres (3) &rbitros arbitra
dores. Uno de ellos ser§ designado por el Camite Ejecutivo del Banco o por la
Canisién Liquidadora, en su caso; otro, por el o los accionistas interesados;y
el tercero, de camln acuerde entre estos Gltimos y el Banco.

Si no se produjere acuerdo para designar &l tercer &rbitro, cualquiera de
las partes podrd solicitar al Tribunal campetente que efectle la designacién.

TITULO XI

Disposicionec Transitoria v Conplementarias

Articulo 67°.-

El capital del Banco es la cantidad de
millones de DOlares de los Estados Unidos de América (U.S $ Vo

’ 2

ha sido suscrito y pagado por los accianistas constituyentes, en la forma cué
a continuacidn se determina: )
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Monte U.8 S Monte U.§ S
ACcionistas hZo. de acciones SUSCrito pagadc

Ar+<Sculo 6B8°.-

o3 Constituyente ha autorizalo al Directoric para aumentar el ca-
pital del Banco hasta la canticad de Ciler. Millones de DXiares de los Zstacos
Unidos de América (U.S S 100.000.000,00;, mediante la emisién de nuevas acc:o-
nes ordinarias.

ArtIiculo 69°,-

De conformidad con 10 dispuesto por el Tf{tulo IV cde estos Estatutos 1cs ac
cionistas constituyentes han suscrito Convenios de Responsabilicdad por un —men-

w0 glabal de Millones de DSlares cde los Estados Unidos de Avéri
ca (U.S S ), Cistribuido en la siguiente forma:
Acciocnista Monto .S $

Los documentos negociables correlativos a dichos Convenios de Responsadilil
dac, han sido emitidos v acertados por los respect:vos accionistas, de acuerdo
a lo dispuesto en el Artficulo 18° de estos Estatutos.

Articulo 70°.-

La disposicién contenida en la segundo pirrafo del Articulo 6° sdlo reciré
a partir de la Primera Asamblea General Ordinaria.

Articulo 71°.-

Para desempenar los cargos cde miembros titulares y alternos del Directcrio
del Banco, por los plazos gue mis adelante se determinan,han sido elegidas las
51guientes persanas:

Categorfa cdel accionista a

Titular Alterno quien representa
Los Directores Principales wosus al
ternos , duraran en el esercicio Ze¢ si§
funciones hasta que se reuna la Primera Asamblea General Ordinaria; los Direc-
tores Principales v sus alternos
haste que se reuna la Secunda Asamblea General Orci-z
ria; y los Directores Principales y sus alter
nos hasta que se reuna la Tercera Asamblez Ze-

neral Ordinaria.

Articulo 72°.-

Si los supuestos previstos en los Articulos 40° vy 41° ocurrieren durante
los tres (3) primeros anos de funcionamiento del Banco, la Asamblea Genera. Or
dinaria que deba elegir los reemplazantes definitivos de estos Directores, 1o

hard de tal manera que se mantenga la renovacién por tercios prevista er. ci-
chos articulos.
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Articulo 73°.-

Para deserperar 10s cargos de Canisario Principal y Suplente, hasta gue se
reuna la Primera Asanblea General Ordinaria, han sido designados los serfores
Yy ., respectivamente.

NtSculo 74°.-

Se faculta al Directoric para cue durante los tres (3) primeros aros de
funcionamiento del Banco, puecda sustituilr el ré&gimen de administracién a carco
del Camité Ejecutivo previsto en los Estatutos, por un sistema de adminmistra
c16n unipersonal, acorde con sus necesidades operativas iniciales, Gue serd
ejercido por el Presidente tjecutivo.

KHasta tanto el Directorio proceda a efectuar las designaciones definitivas
de los integrantes del Camité Ejecutivo previsto en estos Estatutos, se desig-
na Presidente Ejecutivo al senor

Articulo 75°.~-

£l primer ejercicio econ&mico del Banco se iniciard en la fecha de ia auto
rizacién de funcionamiento gue le sea otorgada conforme a la Ley y oconciuird
el dia

art{culo 76°.-

Sc¢ autoriza suficientemente al senor para gue en Su ca
récter de proceda a la presentacién y registro de este do
cumento por ante las autoridades campetentes, firmando los Protocolos y demds
Actas que fueren necesarias.

TITULO XII

Disposicién Final

Articulo 77°.-

En todo lo no previsto en esta Acta Constitutiva y Estatutos regirén las
disposiciones de la Ley General de Bancos y Otros Institutos de Cré&dito, de la
Ley de Mercadc de Capitales, del C&digo de Camercio y de las demds leyes sobre
la materia.
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IMFPLEMENTATTION AGRLEMELT
BETWEEN

(Kame of Borrower)

and tue

UNITED STATLS O AMFRICA

FOR

(Name of Troject)

Dated as of



ANNEX L

IMPLFMENT/TION ACKYEMENT
19
Between [insert name of Burrower: (MBorrower!')

And The United States of America, acting through the

Agency for Interuational Developricnt. ("AJL.D.'")

ARTICLE 1 THE ACREIMENT

Section 1.01, Background and Purpose. Refercuce is made

to a series of agrcements dated as of the date hereof, whereunder
Borrower will borrow a sum as specified below from [name f Investor ]
("Investor"), A.I.D. has guaranticd th: Derrowerts vepayment obliga~

tions to the Investor and [nnmo of lHost Country] (" ") has

ugrecd to reimbursce AJI.De for any losscs that AesTeD. incurs by virtue
ef the AsleDe guaranty te the Investor. The purpoce of this Imple-
mentation Agrecment (MAgvcenent") as to et forth  the wdorstandings
of the Borrower and A.L.De ("Parties') with respect to tle undoer-
takings by the Borrower of the Project described below, und with

respect to the financing of the Project.

Section 1.02, Definitions.

(a) [Insert definitiens it appropriate |

ARTICLE 11 THE PROJECT
Section 2.0i. Description of the Project. The Project
("Project"), which is turther Jescriboed iv Annex A, attached hereto,

will consist of [insert brief peneral cescription ot the Projecc].
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Within the limits o! the above delincatin or description of the

Project, clements vl the further project deecription iu Annex A may

be changed by written agreement of the guthorized representatives of

the Parties named in Section 9,02 without lormal amendment of this

Agrecment .

ARTICLE T11 FINANCING

Section 3.01. The A.l.De~Guaranticd Loan. To assist the

Borrower to meet the costs of carrying out the Project, the Borrower
will borrow up to [insert amount) United States dollars ($ )

(the '"Loan'") from the Investor. A.Tl.De will guaranty to the Investor

the repayment of the Loan by Borrewer, The terms and conditlons of

the "Lcan Agrecnment' have been approved by Al.T.D. The RBorrower will

use the proceeds oif the Loan for the sule purpose ol financing the

Project in the nanner described in this Agvecment.

Section 3.02, Borroweyr Resourcns 1vor the Project.

(a) ‘The Borrower agrees Lo provide er ~ause to Le
provided for the Project all funis, i aldicvion to the Loan, and
all other resources required to carry out the Project ciicctively
and ia a timely manncr.

(b) The resources rovided by forrower {or the

Project will be not less thun the eqaivalent of USy

including coste Loernue on an “n-tind' Lasis.

(¢} [If applic.ble, inscrt oth r sources of Project
financing, ee.ge. other deavrs, VO contributions, self-help contri-

butions, etce ]
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Section 3.03. Project Assistance Completion Date.

(a) The Project As:istince Completion Date, which is

, 19, or such other date as the Partics may agree

to in writing, is the date by vhich the Partics estimate that all
services financed under the lLoan will have been pertormed and all
guods tinanced under the Loan will have Leen furnished for the

Project as contemplated in this Agrecment.

(b) Fxcept as Al I.De may otherwise agree in writing,
AeI.Ds will not guaranty additional boriuwrings or dJdisbursements under
the Loan Agreement which would facil.tnte the procuremeni of goods

and scrvices performed or to be performed after the Project Assistance

Complction Date.

ARTICLE IV LOAN TERMS, TFEES AND PAYMENT

Section 4.0l. Loan Terms. Relcrence is made to the pro-

visions of the Loan Agrecment including the detinition of terms uscd
therein, which arc hercby incorporated by reference in this Agreement.

Section 4,02, Paviient of AsTeDe Guarunty Fee.,

(a) Borrower shall pav A.I.De a Guaranty Fce calculated
at the rate of onc-half of onc percent (1/27) por annum of the aggre-
gatc unpaid principal amount of all Eligible Notes issued and out-
standing under the Loan Agrecwent.  The Guarunty Fee shall be charged
from the date each Eligible Note is iasued under the Loan Agrecment,

and shall be payable concurrently with payments of interest on each

such Note until cach Note is fully repaid. 1In the event of late pay-

ment of this fec, Borrower shall, upon r-gqucst, pay A.I.D. Iinterest on the

-1 -
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due and unpaid fece, at the contract rate of interest contained in
the Loan Agrecemcnt.
(b) In addition te the icc stated above, Borrower
shall pay to AsT.L. a tixed fec amouniing to US$ [1% of

the total tace amount of the Lean], Such tec shall be paid to A.l.D.
at a rate of two percent (2%) ot the ameunt of each disburscment
until the total amount due is fully paid, or such fece shall be paid

at such other times as may be mutually agreed. This fee shall be non-
refundable, notwithstanding the tailure of Borrower to subscquently

receive additional disburcements of the tull amount of the Loan.

Section 4.03. Poymints by Toyrower,

{(a) 1In order to {acilitate paynents due Tnvestor and
Ae¢leDey Borrower agrees to remit all :uas required by the Loan Agree-
ment and Article 1V hercof to the A.T.D. Fiscol Agent at the address

spccified herein.  in the ervont fovrower {ails to remit to the AsI.De

Fiscal Agent when Jdue any payment reguired by the Lean Agreement,
AcT.De 1in its sole Jiscretion may discharge its obligations to the
Investor under thiwe AlleDs Guaranty Agrecuwent by making payment to the

Investor from A,L.De's own rascurcese  Tn such event, Borrower agrees

that 1t will prowptly pay to Aelei’s or the Fi:ical Agent, as appropriate,
a sum equal to the amount of such payment, plus, upan reques., interest

on the amount of such payment. Interest shall be computed, at the

ceontract rate of intevest specificd 13 the Toun Agreement, from the
datc of such peyment made by A.T.De to the date of remittance by

Borrower to A.l.De or the Fiscal Agent,

- U -
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(b) A.l.D. may 4t any tiwe diwcuntinue its engage-
ment of the A.I,D. Fiscal Agent and give notice thercof to the

Borrower. In such cvent, the puymnents duce Investor and the Guaranty

Fees due A.I.D. will be made directly to Investor and to A.I.D.

ARTICLE V CUONDITIONS PRECEDENT 1O DISBURSEMENT

Section 5.01, Basis for Disbursement. Prior to any

disbursement under the Loan Agreement bheing guarantied by A.I.D.,"
all conditions preccdent and other requirements sct forth in the
Loan Agreement and this Agreement will be satistied. All docu-
ments required for a disbursement will be delivered to A.I.D.

at least five (5) business Jdays prior to the requested disburse-
nent date. The basis for disburscments hercunder will be [evi-
dence of Borrower's costs of work in place, or the face amount

or fixed % of mortgages contracted, ctc. .

Section 5.02 Conditions Precedent to_the First Disbursas

rnent. Prior to the {irst disbursement under the Loan or the
issuance of the A.I.D. Guaranty, the Borrower will, except as the
Parties may otherwise agree in writing, furnish to A.l.D., in form

and substance satisfactory to A.T.D.:

(a) a legal opinien of [the appropriate governmental
legal officer] of [’nsert name rf Country], dated the closing date

and satisfactory in form and substance to A.1.D. stating that:

(i) Counsel has reviewed the [insert name of
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Country] Guar.auty Aproauent, the Timplementation
Agreement, the Loan Agrcecwent, and the A.I.D.
Contract of Guaranty rclating to the Project; and
(i1) the [insert name of Country] Guaranty
Agrcement has been dnly exccuted and delivered by
[insert] with all necessary legal formality and is
a legal, valid, and binding agrecment enforceable

in accordance with all of its terms; and

(iii) the exceution of the various other
agrecements contewplated by or mentioned in the
[inserL] Cuaranty Agreement and the consummation
of the transacvtions contemplated by such various
other aygrecements do nobl violate any provisions

ol law, order, decrce or regulation withivp

[insert];

(b) a legal opinion of Counsel to Borrower satis-
factory to A.1.D., dated the closing date and satisfactory in fori

and substance to A.1.,D. with respe.t to those matrers set forth in

Section ol the Loan Agreement;

(¢) a statement ¢! the names of the representatives
}

of the Borrower specitied in Sceation 9.02, and a specimen signature

of cach person speciticed in such

stiatement;

(1) a Request for Disbursement and Certificate

duly signed and couspleted in the form of Annex B;

- -
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(e) A Project Delivery T'lun showing vrojected con-
struction activity or other uses of the Yean cver the duration of the
implementation period. ‘this plan shall bc prepared by the Borrower
with the assistancce of A.l.D. and shall reflect the anticipated time,
costs, disposal, and financing of the Project or subproject in
accordance with the guidelines in the P'roject Monitoriug Manual
provided by A.,I.D.;

[(f) other conditions to l'¢ inserted as appropriate,
e.g+, including legislative and tinancial obligations of the Bor-
rower, legal opinions regarding Elipible Mertgages, ctc.]; and

(g) szurh other evidence or materials as A.L.D. may

reasonably request.

Section 5.03. Conditions Precedent. to Additicenal and Final

Disbursements. I'tior to additional disbur ements under the Loan,

and except as AJ.l.D, way otherwise aprec ia writing, the Borrower
shall deliver in form and substance satisfactory to A.l.De:
(a) an updated legal opinion in accord with

Section 35.02 (b);

(b) o Regquest fer Dishurscient and Certificate in

the form of Annex B;

[7c3 additicnal conditions to be inscrted as

appropriate.]; and

(d) such other evidence cor materials as A.l.D. may

reascnably request.
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Section 5.04. Notification. When AJTeDe has determined
that the applicable conditions precedent specified above have been
met, A.I1.D, will promptly notily the Borrower and Investor.

Section 5.05. Terminal Date for Conditions Precedent.

(a) 1t all of the conditions specified in Section
5.02 have not been met as eof the date specificed in the Loan Agree-
ment for the lirst Jdisbursement, or such later date as Investor and
A.1.D, may agree to in writing, A.I,D., at its option, may ﬁeiminate
this Agreement by written notice to Borrower and Investor.

(b) 1If all of thec conditions specified in Section
5,03, with respect to the f{inal disbursement, have not been met as
of the date for the final disburse.cent established in the Toan
Agrecement, the Project Assistance Completion Date set forth in
Section 3,03, or such later Jate as Investor aund A.I.D. may agree
to in writing, A.l.D., at its option, may terminate this Agrecment
by written notice to Borrower and lnvestor. In such case, anong
other things, A.l.D. shall have no further obligation to guarantee

Notes issued by the Borrower to the 1nvestor.

ARTICLE V1 SPECIAL COVENANTS

Section 6.01. [List special covenants as appropriate.

ARTICLE VIT GENLERAL COVENANTS

Section 7.01. Project Implementation lLetters. To assist

Borrower in the mplementation of the Project, A.l.De from time to

time may issue Project Implementation Letters that will furnish
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additional information about matter: stated iu Lhls Agreement.

The l'arties may also jointly apree to Project [mplementation Letters
to confirm and record their mutual uniderstanding on aspects of the
implementation of this Agrecmcnt. Project Implementation Letters
will not be used to amend the text of the Agreement, but can be used
to record revisions or exceptions which are permitted by the Agree-
ment, including the revision of clements of the amplified description

of the Project in Annex A.

Section 7.02. [Project Evaluation. The Parties agree to

establish an evaluation prugram as an integrul part of the Project.
Except as the Partic: otherwise agree in writing, rthe program will
include during the implementation of the Project and at one or more
points thereafter: (a) cvaluatioun ol progwess toward attainment of
the objectives of the Project; (b) idencification and evaluation of

problem areas or conustraints which may inhibit such attaionment; (c¢)

assessment of how such informaticn may e veod to help overcome such

problems, in this or other projects; and (d) vo the degree feastble

vvaluation of the overall develermental iwpact of the Project.
Sectioen 7.03. Consultation. The Partics will cooperate

to assure that the purpose of this Agrcement will be accomplished.

To this end, the Parties, at the request of «ither, will exchange

views on the progress of the Project, the performance of obligations

under this Agreement, the performance of any consultants, contractors

or suppliers cngaged on the Project, and any other matrers relating

to the Project.
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Section 7.04., Fxevuti-n ¢t the Proyect. The Borrower will:

(a) carry out the FProject or cause it Lo be carried
out with due diligence and efficiency. in conformity with sound
technical, financial, and managecment practices, and in conformity
with those documents, plans, specifications, contracts, schedules or
other arrangements, and with any modifications therein, approved by
A.1.D. pursuant to this Agreement; and

(b) provide qualiffcd and experienced management,
and train such stafl as may be appropriate, for the maintenance and
opcration of the Pruject, and cause the Project to be operated and
maintained in such monner as to assurc the continuing and successful

acuievement of the purposes ol the Project.

Section 7.05. Rcports, Records, Inspections, Audit.

The Borrower will:

(a) fturnish A.1.D, on a qunrtcr]y basis until the
Project 1s completed and the Loon fullv disbursed, a copy of the
Project Progress Status form showing the status on a quarterly
basis of the time, costs, disposal, and finuncing of the Project
or subproject. This form will Le prepared with direct reference
to the Project Delivery Plan idcatified in Scction 5:02 (e), in
accordance with the guidelines in the Project Monitoring Manual

provided by A.1.D. The Borroucr in addition will furnish A.I.D.

with a remittance recenciliation report on forms submitted by
Ael.De, together with such other informatfon and reports relating

to the Project, th: lean, and to this Agrecment as A.I.D. may

reacsonably request;

- 10 -
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(b} waintain or vaise te e maintained, in accordance
with generally accepted accounting prindiples and practices consis-
teatly applied, Luoks and 1ecords »iolating to the Project, to the

Loan, and to this Agrcement, adequaete to show without limitation,

the receipt and usc of goods and sorvices acquired under the Loans

and

(¢) afford autherized representatives ol AlleDe Lhe
opportunity at all reasonable times to inspect the Project and
books, records, and cther documents relating to the Project, to
the Loan, and to this Agrecment. Such books and records will be
audi ted regularly, in accordance with gencrally accepted auditing

standards, and maintaincd for three ycars after the date of last

disbursement. Such books and recerds will also be adequate to

show the nature anl! extent of solicitations of prospective suppliers

of goods and services, the basis of awoards of conlracts and orders,

and the overall progress oif the Project toward completicn,

Section 7.06. Cenpleteness of Information.  the Borrower

confirm: that:

(7) the tacts and civcumstances of wiiich 1t has
informed Ael.De, ¢r caused A.1.D. L0 be infurmed, in the course of
reaching this Agrecwent with A.T7.D., ave accurate and complete,
and include all facts and circumstances that might materially
affect the ProjecL, the Loan, aud the discharge of Borrower's
xasponsibilities under this Agrcement; and

(b) it will inform A.I.D. in timely fashion of any

subscquent facts and circumstances that might materially affect,
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or that it i{s reas-nable to beliceve might o aftect, the Project,
the Loan, or the diascharge of responsibilitics under this

Agreenicnte.

Section 7.(7. Publicity. The Borrower will give appro-
priate publicity to the Loan and to the Tioject, as a program to
which the United Stutes has contribut: i and identify the project
site as described in Project Implementation Ietters.

Section 7.08. Other rayments. #Borrower affirms that
no payments have been or will be receivel by any official of the
lorrower in connpction with the procurement of goods or services
financed under the Louan except fees, raxcs, or simlilur payments
legally established in the country of the

Borrower for the account

of the Borrower.

Section 7.0, Reascuable Price. No higher than reasonable

prices will be paid for any goods or services financed, in whole or

in part, under the Loane Such items will be procured on a tair and,

te the maximus extent practicable, on o cowpetitive basis.

Section 7.10. Notilicatior to Putential Suppliers.

To permit all United &States Lioms te have the npportunicy to partici-

pate in furnizhing gouds and corvic: o te be tinmced undor the Loan,

the Borrower will furnich Asi.D. such infowration with regard thereto

and at such times as Al .De nay recuest in P'roject Implementation

Letterse.
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ARTICLE VII1  KRICHTL OF AsfeDe

Secticn 8.01. Suspensior wki Acccleration,

(a) In the event that the Borrower materially
breaches this Agrcerent or the Loan agrecment, ov [ ]

Lreaches the Guaranty Agrecient and such breach is not

rectified within a period «f nincty (40) days from the delivery of
netdice by AedleDe with respect therctoy, then AsleDe may take any or
all of the following actions:

(i) docline te cause the AT D, Guaranty legend
cn any further Notes to b sipned under the Contract
of Guaranty (cxcept pursuant to Section 5,04 of the
Contract of Guaranty); and

(i) at any time that a prepayment is permitted
under the Lean Aprcoment (or Tnwestor otherwise cone
sents Lo accept a prepaymant), requlre Borrower to
jumeciately prepay to Invester all or any part of
the unpaid principal of the Eligible Notes which
may he prepaid with acerued interest and Guarancy
Fee to the date such payment ic nade,

(b) In the c/ent tnat the puaranty of further Notes
is contrary to legislarion governing A.l.D., by notice o Borrower
Ael D, may excrcisc the remady specified in paragraph (a)(1) above.

Suction 8.02. Non-viaive: of tomedics.  The marking of any

Eligible Note by A.l.Dsy the payment by A.T.De. to Investor of any

ar.ouats pursuaut te the Centract of Guaranty, the delay or failure
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of Asl.D, to suake any cluim [0 paynwat, o1 the delay or {ailure

of Aol Dse to give its written appee 1l to an acceleration of the

Notes by Investor chall not operat - v a waiver hy Adt.D. of any
rights accruing to A.l.D, under this Agreement, the Loan Agree-

ment, or the Contract of Guaranty,

ARTICLE 1X MISCELLANEQUS

Section 9.0l. Communications. Any notice,

request,

document, or other comnunicaticn submitted by either Party to
the other under this Agrcement will be in writing or by telegram or

cablc, and will be deemed duly given or sent when delivered to such

party at the following addresscs:
To the Borrower:

il addresscs
Alteraate address for Cabless

To A.l.lie:

Miall address:

Alternate Address for Cabless
To Ael.l'e Fiscal Agent:

Mail Aaddress:

Altternate Aldyess tor ¢Cabiless

All such comuunicztions will be in English, unless th: Parties

othierwise agree in writing. Other addrosses may be substituted

for the above upen the giving of notice. The Borrouer, in addition,

will provide the resident USALD Mission with a copy of cach communi-

cation sent to A.l.D.
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Section 9.02. Representatives, lor all purposes relevant

to this Agreemcnt, the Borrower wil' he represented Ly the individual
holding or acting ir the ofiice of and

AeloDe will be represented by the individual holding or acting in

the office of y vach of whom, by written notico,

may designate additional represcentatives Tor all purposes other
than exercising the pewcr ender Section 2.01 to revise elements of
the amplified dcscription in Aunex A.  7The names of the representa-
tives of the Borrower, with specimen signatures, will ve provided

to A.1.D., which oy accept ao July cuthorized any inctrumoent signed

by such represcntatives in the inplementation of this Agrecment,

uptil receipt ot written notice of revocatien of their authority,

IN WITNESS WHERFOF, the Torrower ond the United States
of America, cach scting through jte duly aurtherized representative,
have caused this Acrcement to be sigred in their names and delivered

as of the day and year firsc aboeve writton.

[ HNAME OF BORRUWER |

ys

Title:

UNITED SIATES OF AMERTCA

By:

Title:
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