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INDEPENDENT AUDITORS´ REPORT 

To the Executive President, Board of Directors and Board of Governors of 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION 
Tegucigalpa, Honduras 

We have audited the internal control over financial reporting of CENTRAL AMERICAN BANK FOR 
ECONOMIC INTEGRATION (CABEI) as of December 31, 2009, based on the criteria established in the 
Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (the COSO criteria). The Bank’s management is responsible for maintaining effective 
internal control over financial reporting and for its assertion of the effectiveness of internal control over 
financial reporting. Our responsibility is to express an opinion on the Bank’s internal control over financial 
reporting based on our audit. 
 
We conducted our audit in accordance with the standards established by the American Institute of Certified 
Public Accountants (United States), and in accordance with the audit standards of the Public Company 
Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether effective internal control over financial reporting was maintained 
in all material respects. Our audit included obtaining an understanding of internal control over financial 
reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk. Our audit also included performing such other 
procedures as we considered necessary in the circumstances.  We believe that our audit provides a reasonable 
basis for our opinion. 
 
An Entity’s internal control over financial reporting is a process designed by, or under the supervision of, the 
Entity’s principal executive and principal financial officers, or persons performing similar functions, and 
effected by the Entity’s board of directors, management, and other personnel to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. An Entity’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the entity; 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of 
the entity are being made only in accordance with authorizations of management and directors of the entity; 
and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, 
use, or disposition of the entity’s assets that could have a material effect on the financial statements. 
 
Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not 
be prevented or detected misstatements on a timely basis. Also, projections of any evaluation of the 
effectiveness of the internal control over financial reporting to future periods are subject to the risk that the 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 
 
In our opinion, CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION maintained, in all material 
respects, effective internal control over financial reporting  as of December 31, 2009, based on the criteria 
established in the Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (the COSO criteria). 
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We have also audited, in accordance with the standards established by the American Institute of Certified 
Public Accountants (United States) and in accordance with the auditing standards of the Public Company 
Accounting Oversight Board (United States), the financial statements as of and for the fiscal year ended 
December 31, 2009 of the Bank, and our report dated February 26, 2010, expressed an unqualified opinion 
thereon. 
 

 
February 26, 2010 
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INDEPENDENT AUDITORS' REPORT 
 
To the Executive President, Board of Directors and Board of Governors of 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION 

Tegucigalpa, Honduras 
 

We have audited the accompanying balance sheets of CENTRAL AMERICAN BANK FOR ECONOMIC 
INTEGRATION as of December 31, 2009 and 2008, and the related statements of income, comprehensive 
income, changes in stockholders’ equity and cash flows for the fiscal years then ended. These financial 
statements are the responsibility of the Bank’s Management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 
 
We conducted our audits in accordance with the standards established by the American Institute of Certified 
Public Accountants (United States), and in accordance with the audit standards of the Public Company 
Accounting Oversight Board (United States). Those standards require that the auditor plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements, assessing the accounting principles used and the fairness of the significant estimates 
made by the Bank’s Management, as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such financial statements referred above present fairly, in all material respects, the financial 
position of CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION as of December 31, 2009 
and 2008, and the results of its operations and its cash flows for the fiscal years then ended, in conformity 
with accounting principles generally accepted in the United States of America. 
 
We have also audited, in accordance with the standards established by the American Institute of Certified 
Public Accountants (United States), and in accordance with the audit standards of the Public Company 
Accounting Oversight Board (United States), the Bank's internal control over financial reporting as of 
December 31, 2009, based on the Internal Control - Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (the COSO criteria) and our report dated February 
26, 2010 expressed an unqualified opinion on the Bank's internal control over financial reporting. 
 

 
February 26, 2010 

 

 

 

 

 
 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  

Balance sheets 
As of December 31, 2009 and 2008 

(Expressed in thousands of U.S. dollars) 
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December 31, 2009 December 31, 2008

Assets

Cash and due from banks (note 4) 57,303 33,659

Interest-bearing deposits in banks (note 5) 639,760 561,010

Investment securities (note 6):

    Securities available for sale 681,330 468,819

Loans receivable 4,363,773 4,315,027

Less allowance for loan  losses (203,198) (162,277)

Loans receivable, net (note 7) 4,160,575 4,152,750

Interest receivable (note 8) 53,321 56,400

Property, furniture and equipment (note 9) 27,108 28,703

Derivative financial instruments (note 19) 125,346 114,679

Equity investments (note 10) 19,605 12,601

Other assets (note 11) 13,002 22,756
Total assets 5,777,350 5,451,377

Liabilities

Loans payable (note 12) (65,205 and 139,113 at fair value at December 31, 2009 and 2008) 951,773 1,113,886

Bonds payable (note 13 a) (1,052,701 and 923,579 at fair value at December 31, 2009 and 2008) 2,377,468 1,702,303

Commercial paper program (note 13 b) 115,498 57,736

Certificates of deposit and saving (note 14 a) 353,036 654,372

Certificates of investment (note 14 b) 1,874 2,673

Interest payable (note 15) 32,242 29,857

Derivative financial instruments (note 19) 101,312 149,625

Other liabilities (note 16) 31,558 32,503
Total liabilities 3,964,761 3,742,955

Equity

Paid-in capital (note 17 a)

(Authorized capital 2,000,000) 447,125 427,425

Special contributions to equity (note 17 a) 5,688 5,625

Accumulated other comprehensive income / (loss) (note 22) 3,023 (10,755)

Retained earnings 70,626 83,291

General reserve 1,286,127 1,202,836

Total equity 1,812,589 1,708,422

Total liabilities and equity 5,777,350 5,451,377
 

 
 

The accompanying Notes 1 to 23 are an integral part of these financial statements.



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION 

Statements of Income  
For the fiscal years ended December 31, 2009 and 2008 

(Expressed in thousands of U.S. dollars) 
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December 31, 2009 December 31, 2008

Interest and fee Income
Public sector loans 182,808 159,225

Private sector loans 83,387 118,663

Investment securities 17,876 19,785

Due from banks 1,777 11,486

Total interest and fee income 285,848 309,159

Interest and fee expense
Loans payable and other liabilities 37,708 54,244

Bonds payable 70,660 77,390

Commercial paper program 1,066 5,601

Certificates of deposit and investment 23,080 25,557

Total interest and fee expenses 132,514 162,792

Net interest and fee income 153,334 146,367

Provision for loan losses 49,454 21,836

Net interest and fee income after provision 
for loan losses 103,880 124,531

Administrative expense
Salaries and employee benefits 21,264 21,920

Other administrative expenses 9,683 9,226

Depreciation 3,974 3,890

Other expenses 457 157

Total administrative expenses 35,378 35,193

Other operating income
Market value adjustment of swap transactions and other 
financial instruments 15,452 (6,187)

Administration fee 2,528 7,689

Other income 2,943 6,557

Audit and supervision fee 2,386 2,232

Dividends from equity investments 483 1,038

Total other operating income 23,792 11,329

Other operating expense
Adjustment on securities available for sale 4,834 5,087

Foreign exchange losses 4,292 2,307

Adjustment to investments risk capital 1,592 1,867

Other financial expenses 2,119 1,425

Adjustment on foreclosed and other assets 203 -

Total other operating expenses 13,040 10,686
}Earning 79,254 89,981

Other expenses
Special contributions 8,593 6,641

Technical assistance and other expenses 35 49

Total other expenses 8,628 6,690

Net income 70,626 83,291
 

 
The accompanying Notes 1 to 23 are an integral part of these financial statements. 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION 

Statements of Comprehensive Income 
For the fiscal years ended December 31, 2009 and 2008 

(Expressed in thousands of U.S. dollars) 
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December 31, 2009 December 31, 2008

Net income 70,626 83,291 

Other comprehensive income / (loss): 

Unrealized gain / (loss) on securities available for sale, 
net

18,714 (22,750)

Reclassification adjustment for net realized (gains) / 
losses included in earnings

(2,572) 2,136
Subtotal – Securities available for sale 16,142 (20,614)

(Loss) / gain from cash flow hedge (2,364) 1,331

Other comprehensive gain / (loss) 13,778 (19,283)

Comprehensive income 84,404 64,008
  

 
 

The accompanying Notes 1 to 23 are an integral part of these financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION 

Statements of Changes in Stockholders’ Equity  
For the fiscal years ended December 31, 2009 and 2008 

(Expressed in thousands of U.S. dollars) 
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December 31, 2009 December 31, 2008

Paid-in capital
At beginning of fiscal year                       427,425                      420,225 
Increase for the fiscal year                         19,700                          7,200 
At end of fiscal year 447,125                      427,425                     

Accumulated other comprehensive income
At beginning of fiscal year (10,755)           8,528 
Net change in other comprehensive income 13,778 (19,283)
At end of fiscal year 3,023                          (10,755)

Retained earnings
At beginning of fiscal year           83,291         80,773 
Transfer to general reserve (83,291) (80,773)
Net income for the fiscal year                         70,626                        83,291 
At end of fiscal year 70,626                        83,291                       

General reserve
At beginning of fiscal year                    1,202,836                   1,122,063 
Transfer from retained earnings                         83,291                        80,773 
At end of fiscal year 1,286,127                   1,202,836                  

Special contributions
At beginning of fiscal year             5,625           4,000 
Contributions of the fiscal year                  63           1,625 
At end of fiscal year 5,688                          5,625                         

Total stockholders' equity 1,812,589                   1,708,422                  
   

 
The accompanying Notes 1 to 23 are an integral part of these financial statements. 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  

Statements of Cash Flows 
For the fiscal years ended December 31, 2009 and 2008 

(Expressed in thousands of U.S. dollars) 
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December 31, 2009 December 31, 2008

Cash flows from operating activities
Net income for the fiscal year 70,626 83,291
Items to reconcile net income to net cash provided by operating activities:

Depreciation 3,974 3,890
Provision for loan losses 49,454 21,836
Adjustment to investments risk capital 1,592 1,867
Adjustment on securities available for sale -                               5,087
Foreign exchange loss 4,292 2,307
Other income -                               (4,703)
Market value adjustment of swap transactions and other financial 
instruments (15,452) 6,187
Decrease / (increase) in interest receivable 3,079 (974)
Net (increase) in other assets (1,823) (18,383)
Increase / (decrease) in interest payable 2,385 (5,383)
Net (decrease) in other liabilities (4,949) (7,063)
Net cash provided by operating activities 113,178 87,959 

Cash flows from investing activities
Net increase in interest-bearing deposits in banks (78,750) (71,809)
Sales and repayments of securities available for sale 350,825 198,972
Acquisition of securities available for sale (556,961) (181,363)
Increase in property, furniture and equipment (2,379) (3,078)
Net Increase / (decrease) in derivative financial instruments 12,753 (4,321)
Disbursements of loans receivable (1,266,454) (1,668,445)
Collections of loans receivable 1,193,632 1,308,479
Net increase in other liabilities 4,008 2,353
Net decrease in other assets 2,979 1,210
Net cash used in investing activities (340,347) (418,002)

Cash flows from financing activities
Net increase / (decrease) in loans payable (160,275) 39,695
Net increase in commercial paper program 57,762 23,813
Net increase in bonds payable 636,630 179,314
Net decrease in certificates of investment (799) (39,926)
Net (decrease) / increase in certificates of deposits and saving (301,336) 148,417
Capital contributions 19,700 7,200
Special contributions to equity 63 1,625
Net cash provided by financing activities 251,745 360,138

Effect of exchange rate fluctuations on cash (932) (2,697)

Cash at beginning of fiscal year 33,659 6,261
Cash at end of fiscal year 57,303 33,659
Net increase in cash and  equivalents 23,644 27,398

Supplemental information
Cash interests payments 130,129 168,175
Unrealized net gain / (losses) on securities available
for sale 16,142 (20,614)
Writte off loans transferred to foreclosed assets 1,013 -                                

 
 

The accompanying Notes 1 to 23 are an integral part of these financial statements. 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  

Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 

(Expressed in thousands of U.S. dollars) 
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(1) Origin and Nature of the Bank 
 

The Central American Bank for Economic Integration (CABEI or the Bank) is a legal financial 
institution under public international law, founded by the governments of Guatemala, El Salvador, 
Honduras and Nicaragua pursuant to the Constitutive Agreement dated as of December 13, 1960. On 
September 23, 1963, the Republic of Costa Rica was included as a founding member.  Pursuant to 
protocol subscribed on September 2, 1989 and effective since 1992, the participation of Non-Regional 
Members was allowed. The Bank began operations on May 31, 1961 and has its headquarters in 
Tegucigalpa, Honduras.  Pursuant to the Constitutive Agreement, as a financial institution of the 
Economic Integration Program and through its sector investment policy, the Bank acts as both a 
development financing institution and a Central American institution for economic promotion. 
 
The Bank’s objective is to promote the integration and economic and social development of the 
Founding Members. 
 
The activities of the Bank are complemented by the activities carried out by the Technical 
Cooperation Fund (Fondo de Cooperación Técnica – FONTEC) and by the Special Fund for the 
Social Transformation of Central America (Fondo Especial para la Transformación Social en 
Centroamérica – FETS). These two Funds are regulated by their own by-laws and are independent and 
separate from the Bank, though they are run by the Bank’s Management. These financial statements 
include, solely, the assets, liabilities and operations of the Bank. With respect to the financial 
information regarding the above-mentioned funds, a brief description has been included in note 20. 
 

(2) Summary of material accounting policies 
 
(a) Applicable accounting principles 
 

The financial statements have been prepared in conformity with generally accepted accounting 
principles in the United States of America.  
 

(b) Comparative statements 
 
The financial statements as of December 31, 2009 are presented together with those 
corresponding to December 31, 2008, for comparison purposes.  
 

(c) Treatment of currencies 
 

The Bank’s functional currency is the United States dollar (U.S. dollar). Transactions in 
currencies other than the U.S. dollar are recorded at the effective exchange rates prevailing on  
the transaction date. Assets and liabilities denominated in currencies other than the U.S. dollar 
are expressed in such currency using the prevailing exchange rates as of the date of the financial 
statements. Foreign currency gains and losses resulting from updating such exchange rate for the 
assets and liabilities denominated in currencies other than the U.S. dollar are presented under 
Other operating income or other operating expense for each fiscal year, as appropriate. 

 
(d) Cash and equivalents 
 

For the purpose of the Statements of Cash Flows, cash and equivalents represent the amounts 
included in cash and due from banks. 
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Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 

(Expressed in thousands of U.S. dollars) 
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(e) Investment securities 
 

Marketable securities are classified as “available for sale” and recorded at fair value, with 
unrealized gains and losses being excluded from net income and reported as a separate 
component of equity under accumulated other comprehensive income until they are realized and 
included in the statement of income for the fiscal year. 
 
Other equity securities without a readily determinable market value are recorded at cost and are 
adjusted to reflect declines in value. 
 
Interest income on investment securities is recorded using the accrual method.  Discounts and 
premiums are recognized as interest income using the accrued yield method.  Gains and losses 
on the sale of securities are recorded on the trade date and are determined using the specific 
identification method. 
 
Declines in the fair value of investment securities below their cost, which are deemed to be other 
than temporary, are recorded as a loss in the Statements of Income. 
 
The Bank participates in a securities lending program. This program consists in lending certain 
securities in exchange for a premium that the securities borrower has to pay. Under the terms of 
the securities lending program, CABEI requires collateral of a greater value than the fair value of 
the loaned securities. The Bank maintains effective control of the loaned securities during the 
term of the transactions given that it may be able to redeem the subject loan prior to its maturity. 
At the loan’s maturity, the investment company returns the securities lent, similar securities or 
cash. The Bank’s management believes these transactions bear low risk. 
 

(f) Concentration of credit risk  
 

In compliance with its objective and financial policies, the Bank grants loans and guarantees to 
individuals and companies, both public and private, established in the founding members or in 
beneficiary countries, as well as to non-regional financial institutions that operate in Central 
America, in order to meet the needs of development and integration programs and projects in the 
founding members. 
 
In accordance with such policies, the Bank avoids concentration of its loan portfolio in 
individual countries or in a small group of countries, as well as in sectors that tend to be 
negatively affected by market conditions or technological changes. The parameters have been 
established in relation to the Bank’s equity, defined as paid-in capital, reserves and earnings. 
Significant parameters are as follows: 
 

� The total of its loan portfolio cannot exceed 3.5 times the Bank’s equity. 
 

� The Bank’s equity should be maintained at a level not lower than 35% of total risk weighted 
assets.  

 
� The weighted exposure in any of the founding members must not exceed 100% of the Bank’s 

equity or 30% of the Bank’s total risk assets. Exposure is defined as the aggregate risk assets 
which the Bank concentrates in a single borrower, whether such borrower is a country, a 
public or mixed institution, an individual or a private sector company.  

 
� Exposure in each one of the non-founding beneficiary countries, with the status of extra-

regional member, will be up to the sum of the capital paid in cash plus the portion in cash of 
the special contribution to equity, multiplied by the factor that results from dividing the loan 
portfolio of the founding countries by the capital paid by those countries. 
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Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 

(Expressed in thousands of U.S. dollars) 
 

 

- 8 - 

 
� Exposure in each one of the non-founding beneficiary countries not holding an extra-regional 

member status, will be up to the special contribution to equity paid in cash multiplied by the 
factor that results from dividing the loan portfolio of the founding countries by the capital paid 
by the founding countries. 

  
� Exposure to a single public sector company or mixed institution with public majority 

ownership, with the exception of state owned banks without a sovereign guarantee, should not 
exceed 20% of the Bank’s stockholders´equity.  

 
� Exposure to a state-run bank, with no sovereign guarantee, shall not exceed 12% of the 

Bank’s stockholders’ equity. 
 
� Exposure to a group of companies registered in any of the beneficiary countries and based on 

its credit rating, shall not exceed 10% of the Bank’s shareholders’ equity. Additionally, 
exposure to a single enterprise within such group shall never exceed 5% of the Bank’s 
stockholders’ equity. 
 

� Exposure to a single enterprise or private bank shall not exceed 5% of the Bank’s 
shareholders’ equity. 
 

� The  exposure limit to a single  economic sector without a sovereign guarantee is the lower  of 
the following limits: 

 
o Hirschman/Herfindahl index (*), up to 12.5% 
o 30% of the portfolio 
o 1.0 times the Bank’s equity 
 

 (*) Credit concentration per industry. 
 

(g) Loans and allowance for loan losses 
 

Loans are stated at the unearned principal balance. Interest income is recognized on the accrual 
basis according to the contractual terms of the loans. 
 
Loans to the private sector are granted mainly through eligible financial institutions of the region 
and, in the case of direct co-financed loans, CABEI obtains such collateral as it considers 
appropriate including: mortgages, bank pledges, financial guarantees and credit default swaps.   
 
A private sector loan is considered impaired when, based on current information and events, it is 
probable that the Bank will be unable to collect the scheduled payments of principal or interest 
when due according to the amortization plan established in the contractual terms of the loan. 
Factors considered by management in determining impairment include payment status, collateral 
value, and the probability of collecting scheduled principal and interest payments when due.   
 
Loans which experience insignificant payment delay generally are not classified as impaired. 
Management determines the significance of payment delay on a case-by-case basis, taking into 
consideration all the circumstances related to the loan and the borrower, including the length of 
the delay, the reasons for the arrears, the borrower’s prior payment record, and the amount of the 
shortfall in relation to the principal and interest owed. Most of these impaired loans are classified 
in sub-standard or lower categories and therefore already have a specific provision allocated to 
them. Impairment is measured by reference to the present value of expected future cash flows, 
discounted at the loan’s original interest rate or to the fair value of any collateral. If the valuation 
of the impaired loan is less than the recorded investment in the loan, the Bank recognizes the 
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Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 
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impairment by creating a specific allowance for loan losses with a corresponding charge to the 
provision for loan losses or by adjusting an existing allowance for the impaired loan with a 
corresponding charge or credit to the provision. 
 
Public sector loans are granted to governments and autonomous entities of the founding 
members and non-funding beneficiary countries with a sovereign guarantee of the respective 
country. In duly qualified cases, the Bank requires a generic guarantee of the borrower that 
covers 100% of the loan amount. 
 
CABEI establishes an allowance for public sector loans that takes the individual risk of the 
borrowing countries into consideration. This methodology includes the calculation of the 
probability of default based on the credit insurance percentage assigned by Export Credit 
Agencies (ECA’s) to credit transactions in the borrowing countries. This probability is adjusted 
for CABEI’s preferred creditor status. Additionally, this methodology takes into consideration 
the risk of public sector loans that do not have a sovereign guarantee as well as the remaining 
maturity of operations. Management believes that this methodology reasonably reflects the 
estimated risk embedded in the Bank’s public sector lending activities and therefore considers 
the resulting amount of allowances for public sector loans to be adequate. As of December 31, 
2009 and December 31, 2008, there were no impaired public sector loans. 
 
The allowances for loan losses are established through estimates of possible losses, which are 
charged to income in the fiscal year they are incurred and disclosed as a separate line item under 
Loans receivable. Loan losses are written off against the allowance when management confirms 
the inability to collect the loan balances.  Subsequent recoveries, if any, are credited to provision 
for loan losses in the statement of income. The allowance for loan losses is assessed on a regular 
basis by management. 
 

(h) Non-accrual loans 
 

Loans are classified as having non-accrual status, in the case of private sector loans, when they 
become delinquent by more than 90 days and in the case of public sector loans, when they 
become delinquent by more than 180 days in accordance with the Bank’s policy regarding 
classification of loans and the establishment of allowances for loan losses.  All interest accrued 
but not collected on loans that are classified as having non-accrual status is reversed against 
interest income.  Past due interest on non-accrual loans is recognized as income in the period in 
which CABEI receives satisfactory payment of non-accrued overdue interest. 
 
Interests on loans for which the original conditions have been modified are recorded on a cash 
basis until the loans perform normally for a reasonably extended period (see Note 7). Such 
period is typically 90 days. 
 

(i) Property, furniture and equipment 
 

Property, furniture and equipment are recorded at cost less accumulated depreciation.  Renewals 
and major improvements are capitalized, while minor replacements, repairs and maintenance 
which do not improve the asset nor extend its remaining useful life are charged as expenses 
when incurred. 

 
Depreciation is computed in accordance with the straight-line method. 
 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  
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The estimated useful life of the assets is as follows: 
 

 Years 

Buildings 40 

Facilities 10 

Furniture and equipment 10 and 5 

Vehicles 4 

Hardware and software 3, 5 and 10 

 
 

(j) Foreclosed assets 
 
Assets acquired through, or in lieu of, loan settlements are initially recorded at fair value at the 
date of settlement, establishing a new cost basis.  Subsequent to settlement, valuations are 
periodically performed by management and the assets are recorded at the lower of cost or fair 
value less estimated costs of sale. Income and expenses from operations and changes in the 
valuation are included in the statement of income. 
 

(k) Taxes 
 

According to the Bank’s Constitutive Agreement, the income and transactions of the Bank are 
exempt from any payment, withholding or collection of any tax, contribution or duty. 

 
(l) General reserve and annual net income 
 

According to the Constitutive Agreement, the general reserve is increased by the total annual net 
income.  
 

(m) Derivative instruments and hedging activities 
 

All derivatives are recognized on the balance sheet at their fair values, and are classified as 
assets or liabilities based on the fair value of each derivative (debit or credit). 
 

Certain derivatives contracted by the Bank are designated as either a hedge of the fair value of a 
recognized asset or liability or of an unrecognized firm commitment (fair value hedge), a hedge 
of a forecasted transaction or the variability of cash flows to be received or paid related to a 
recognized asset or liability (cash flow hedge), or a foreign-currency fair-value or cash flow 
hedge (foreign currency hedge). For all hedging transactions, the Bank formally documents the 
hedging relationship and its risk-management objective and strategy for undertaking the hedge, 
the hedging instrument, the hedged item, the nature of the risk being hedged, the assessment of 
hedge transaction’s effectiveness in hedging the exposure attributable to the hedged risk, and a 
description of the method of measuring ineffectiveness. This process includes linking all 
derivatives that are designated as fair-value, cash-flow, or foreign-currency hedges to specific 
assets and liabilities on the balance sheet or to specific firm commitments or forecasted 
transactions.  The Bank also formally monitors, both at the hedge’s inception and on an ongoing 
basis, whether the derivatives that are used in hedging transactions are highly effective in 
offsetting changes in fair values or cash flows of hedged items.   
 

The changes in the fair value of a derivative which is highly effective and which is designated 
and qualifies as a fair-value hedge, along with the loss or gain on the hedged asset or liability or 
unrecognized firm commitment of the hedged item that is attributable to the hedged risk, are 
recorded under other operating income/expense in the statement of income. Changes in the fair 
value of a derivative that is highly effective and which is designated and qualifies as a cash-flow 
hedge are recorded in accumulated other comprehensive income to the extent that the derivative 
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is effective as a hedge, until earnings are affected by the variability in cash flows of the 
designated hedged item. Changes in the fair value of derivatives that are highly effective and are 
designated and qualify as foreign-currency hedge are recorded in either income or other 
comprehensive income, depending on whether the hedge transaction is a fair-value hedge or a 
cash-flow hedge. The ineffective portion of the change in the fair value of a derivative 
instrument that qualifies as either a fair-value hedge or a cash-flow hedge is reported in the 
statement of income.  
 

The Bank discontinues hedge accounting when it is determined that the derivative is no longer 
effective in offsetting changes in the fair value or cash flows of the hedged item; the derivative 
expires or is sold, terminated, or exercised; the hedged asset or liability expires or is sold, 
terminated, or exercised; the derivative is not designated a hedging instrument because it is 
unlikely that a forecasted transaction will occur; or management determines that designation of 
the derivative as a hedging instrument is no longer appropriate. 
 

When hedge accounting is discontinued because it is determined that the derivative no longer 
qualifies as an effective fair-value hedge, the Bank continues to carry the derivative on the 
balance sheet at its fair value and ceases to adjust the hedged asset or liability for changes in fair 
value.  The adjustment of the carrying amount of the hedged asset or liability is accounted for in 
the same manner as other components of the carrying amount of that asset or liability. When 
hedge accounting is discontinued because the hedged item no longer meets the definition of a 
firm commitment, the Bank continues to carry the derivative on the balance sheet at its fair 
value, removes any asset or liability that was recorded pursuant to recognition of the firm 
commitment from the balance sheet, and recognizes any gain or loss in the statement of income.  
 
When hedge accounting is discontinued because it is probable that a forecasted transaction will 
not occur, the Bank continues to carry the derivative on the balance sheet at its fair value with 
subsequent changes in fair value included in the statement of income, and gains and losses that 
were accumulated in other comprehensive income are immediately recognized in the statement 
of income. In all other situations in which hedge accounting is discontinued, the Bank continues 
to carry the derivative at its fair value on the balance sheet and recognizes any subsequent 
changes in its fair value in the statement of income. 
 
In addition, the Bank also contracts derivatives that although being used as hedges of risk they 
do not classify for hedge accounting in accordance with the guidelines of ASC 815 Accounting 
for Derivatives and Hedging Activities (ASC 815). Changes to the fair values of these 
derivatives are recorded in “Other operating income / other operating expense” of the statement 
of income. 
 
The Bank may also enter into derivatives to manage its credit exposure, which includes selling 
hedges in circumstances in which the Bank may decide to incur additional exposure in a given 
country. 
 

(n) Equity investments  
 

Equity investments have been valued at cost, which is lower than the fair value. Fair value is 
calculated on the basis of the equity of each company, as shown in its most recent available 
financial statements. 

 
(o) Donations received and contributions granted  
 

Donations are recorded as other income when they are received, unless the donations are 
received with donor-imposed conditions, whereby they are registered as a liability until the 
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conditions have been satisfied in all material respects or the donor has explicitly waived the 
conditions. 
 
Contributions granted to public and private sector institutions and funds or programs managed 
by CABEI are recorded as expenses for the period in which the contributions are authorized by 
the Bank’s Board of Directors and the related contracts are signed. These are shown in the 
Special contributions line of the statement of income. 
 

(p) Endorsement and guarantees granted  
 

The main objective of the endorsements and guarantees granted by the Bank is to support the 
regional banking systems and the development and integration of the Central American region 
and to expand and diversify the banking services offered by CABEI so that its customers may 
have access to a broader range of services and lower financial costs in developing their projects. 
(See note 18). 
 
In furtherance of this objective, the Bank grants two main types of endorsements and guarantees:  
 
- Those that replace financing:  generally long-term arrangements, such as bank endorsements or 
payment guarantees that support a financial document or credit contract which itself secures 
compliance with obligations related to execution of a project. These endorsements and 
guarantees are granted taking into account the credit risk concentration limits to CABEI’s 
borrowers (See note 2.f);  
 
- those that do not replace financing:  granted to support projects for the development of the 
Central American region and are generally short-term arrangements that are fully collateralized 
by liquid assets and are generally related to letters of credit and acquisitions of goods and 
services. 
 

(q) Use of estimates 
 
To prepare its financial statements, the Bank’s management relies on certain assumptions and 
estimates that have an impact on the amount of the assets and liabilities, the disclosure of 
contingencies at the date of the financial statements and the amounts of the results generated 
during the reporting fiscal years. The final results may differ from such estimates. The estimates 
that may have significant variations in the short-term are mainly related to the loan loss 
provisions, the measurement at fair value of financial instruments and actuarial assumptions 
used to measure liabilities related to pension plans. 

 
(3) Fair values 
 

(a) Measurement of fair values 
 

Guideline of ASC 820 Fair Value Measurements and Disclosures (ASC 820) defines that fair 
value is the price that would be received to sell an asset or paid to transfer a liability in an 
ordinary transaction between market participants at the measurement date.  Such standard also 
establishes a scheme for determining fair values. 
 
The fair value is more accurately reflected through a quoted market price, if available. If a 
quoted market price is not available, fair value will be based on the quoted market price of a 
financial instrument with similar characteristics, the present value of estimated future cash flows 
or other valuation techniques, which are significantly affected by the assumptions used.  
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i. Fair value hierarchy measured on a recurring basis 
 

In accordance with the guidelines of ASC 820, the Bank has categorized its financial 
instruments in three fair value levels on the basis of the information hierarchy used for 
determining such instruments: 
 
• Level 1: The information used to determine the fair values comes from market quotations 

of identical instruments in active markets. 
 

• Level 2: The information used to determine the fair values includes: market quotations of 
similar instruments in active markets, market quotations of similar or identical instruments 
in non-active markets or valuation models that use information derived from or observed in 
market data. 

 
• Level 3: The information used to determine the fair value cannot be observed and it is 

significant to determine such values. Such information requires the Bank’s management to 
make significant judgments and estimates. 

 
Whenever the information used to determine the fair values includes more than one 
information level, in accordance with the previously defined hierarchy, the fair value has been 
categorized at the lowest level that is significant for its determination. 
 
The assets and liabilities valued at their fair value on a recurrent basis as of December 31, 2009 
and 2008 are as follows: 

 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
V 
 
 
 
 
 
 
 

 
December 31, 2009 Level 1 

 
Level 2 

 
Level 3 

 
Total 

        

Assets        
Investment securities 168,248  457,873  55,209  681,330 
Derivative financial instruments -  125,346  -  125,346 
        
Liabilities        
Loans payable -  65,205  -  65,205 
Bonds payable -  1,052,701  -  1,052,701 
Derivative financial instruments -  97,638  3,674  101,312 

 
December 31, 2008 Level 1 

 
Level 2 

 
Level 3 

 
Total 

        

Assets        
Investment securities 248,589  165,361  54,869  468,819 
Derivative financial instruments -  114,679  -  114,679 
        
Liabilities        
Loans payable -  139,113  -  139,113 
Bonds payable -  923,579  -  923,579 
Derivative financial instruments -  149,625  -  149,625 
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Valuation techniques applied: 
 

• Investments in securities: fair value has been calculated on the basis of the prices as 
quoted in the market and in the absence of such, they have been calculated based on 
discounted cash flows using the current yields of similar securities. 

 
• Derivative financial instruments: fair values have been determined on the basis of 

valuation models that use parameters constructed from market data, such as the yield 
curve of interest rate. Another factor taken into account is the counterparty and the 
Bank’s credit risks according to whether the fair value of the derivative is positive or 
negative (See also note 19). 

 
• Loans and bonds payable:  fair values are determined through the use of valuation models 

based on interest rate yield curves constructed from market data. Said yield curves also 
take into consideration the Bank’s credit spread. 

 

Changes in fair values of the instruments classified in Level 3 that occurred during the fiscal 
years ended December 31, 2009 and 2008 are the following: 

 

 

   Gains / (losses) of fiscal year       

 

Carrying  
amount at 

January 1, 2009  
Included in 
net income  

Included in 
other 

comprehensive 
income / (loss)  

Purchases,  
(sales), issuances 
or (settlements)   

Transfer in and / 
or out of level 3  

Carrying 
amount at 

December 31, 
2009 

             

Assets             
Investment securities  54,869  -  540  (200)  -  55,209 
             
Liabilities             
Derivatives financial 
instruments  -  -  -  -  3,674  3,674 

            
 
 

     Gains / (losses) of fiscal year       

  

Carrying  
amount at 

January 1, 2008  
Included in 
net income  

Included in 
other 

comprehensive 
income / (loss)  

Purchases, 
(sales), issuances 
or (settlements)   

Transfer in and / 
or out of level 3  

Carrying 
amount at 

December 31, 
2008 

             

Assets             
Investment securities  55,447  -  (378)  (200)  -  54,869 
             

 
 

ii.  Fair value option 
 

Guideline of ASC 825-10-25 Financial Instruments allows the option to choose to measure at 
fair value certain financial assets and liabilities that do not require such measurement. Once the 
option has been chosen it becomes irrevocable. The standard also requires that changes to the 
fair value of these financial assets and liabilities be recorded in the income statement of the 
fiscal year.  
 

The Bank has chosen to measure at fair value the financial liabilities in a currency other than 
US dollars for which it has contracted a derivative as fair value hedge for foreign currency and 
interest rate fluctuations. For such liabilities up to December 31, 2007 the Bank has used hedge 
accounting. The principal purpose for applying ASC 825-10-25 is to reduce the volatility of the 
Bank´s income generated by the use of the hedge accounting under ASC 815, considering that 
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both the financial liabilities and the hedge instruments related to them are generally maintained 
until maturity. Consequently, the Bank has discontinued the hedge accounting for these 
transactions.  The Bank has also chosen not to apply the option to measure at fair value other 
financial liabilities as they do not produce volatility in the income statement. 
 

Changes in the fair value of financial liabilities results from changes in  interest rates, foreign 
exchange rates and the Bank’s credit spread rate. 
 

The Bank´s credit spread for the fiscal years ended December 31, 2009 and 2008 has not 
changed. Consequently, there has been no variation in the fair value due to such variable.  
 

The amounts recorded in the statement of income as a result of changes in fair values as of 
December 31, 2009 and 2008 are as follows: 
 

December 31, 2009 
    

 Other operating income / (expense) – 
Market value adjustment of swap 

transactions and other financial instruments 

 Total 

    
Loans payable 1,257  1,257 
Bonds payable 20,617  20,617 

 
 

December 31, 2008 
    

 Other operating income / (expense) – 
Market value adjustment of swap 

transactions and other financial instruments 

 Total 

    
Loans payable (1,012)  (1,012) 
Bonds payable (9,511)  (9,511) 

 
Interest and fees generated by these liabilities were calculated on an accrued basis in 
accordance with the contract terms of each transaction and were recorded as expenses for 
interest and fees in the statement of income. 
 
The difference between the fair value of the instruments chosen for application of ASC 825-
10-25 and the unpaid principal balances of such instruments is as follows:  
 

December 31, 2009 
      

 Fair value  Unpaid principal 
Balances 

 Loss 

      
Loans payable 65,205  64,615  590 
Bonds payable 1,052,701  1,048,886  3,815 
      

 
December 31, 2008 

      

 Fair value  Unpaid principal 
Balances 

 Loss 

      
Loans payable 139,113  137,266  1,847 
Bonds payable 923,579  899,147               24,432 
      

 
 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  

Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 

(Expressed in thousands of U.S. dollars) 
 

 

- 16 - 

 
(b) Fair value of financial instruments 

 
The following table presents the carrying amounts and estimated fair values of the Bank’s 
financial instruments and the estimated fair value of financial instruments with off-balance sheet 
risks. 
 
The Bank’s management applies its best judgment to estimate the fair values of these financial 
instruments. Minor changes in the assumptions used might have a significant impact on the 
estimates of current values. 
 
A significant portion of the Bank’s assets and liabilities are short-term financial instruments, with 
maturity of less than one year, and/or with floating interest rates. These short-term instruments at 
floating rates are considered to have a fair value equivalent to their recorded value as of the date 
of the financial statements. The foregoing applies to cash and due from banks, interest-bearing 
deposits in banks, loans and bonds issued with floating interest rates and interest receivable and 
payable. 
 
The following methods and assumptions were used to determine the fair value of financial 
instruments maturing within more than one year and with fixed interest rates which were not 
booked at their fair value: 

 
• Loans receivable, net: the fair values for loans at fixed interest rates are estimated on the basis 

of an analysis of the discounted cash flows, using the Commercial Interest Reference Rate 
(CIRR) as a reference. This rate is the official rate applied by export credit agencies, as 
published by the Export-Import Bank of the United States of America, and is based on the 
rates accrued on  U.S. Treasury bonds. The fair values of non-accrual loans are estimated on 
the basis of the discounted cash flows or the value of the collateral, where applicable. 

 

• Equity investments: given that they do not have a readily market value, the Bank’s 
management estimates that the carrying amount approximates fair value. For those cases in 
which the carrying amount differs significantly from the equity method, the latter has been 
considered in estimating fair value. 

 

• Loans payable: the fair values for loans are estimated on the basis of an analysis of the 
discounted cash flows, using the CIRR as a reference. 

 

• Commercial paper program: the fair values are estimated on the basis of an analysis of the 
discounted cash flows, using as a reference the rates of the most recent transactions agreed 
upon with the Bank prior to each year-end. 

 

• Bonds payable: the fair value is estimated on the basis of an analysis of the discounted cash 
flows, based on current bank rates for multilateral organizations. 

 

• Certificates of deposit and saving: fair values are estimated on the basis of an analysis of the 
discounted cash flows, based on the rates of the most recent transactions agreed upon with the 
Bank prior to each year-end. 

 
• Certificates of investment: as set forth in note 14.b, as of December 31, 2009 and December 

31, 2008, CIV´s bear interest at 3% per annum and, accordingly, their fair value is the same as 
their carrying amount.  
 

The estimated fair values of the bank’s financial instruments as of December 31, 2009 and 
December 31, 2008 are as follows: 
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  December 31, 2009  December 31, 2008 
 
 

 
Carrying 
amount 

 Fair value  
Carrying 
amount 

 Fair value 

Assets         
Cash and due from banks  57,303  57,303  33,659  33,659 
Interest-bearing deposits in banks  639,760  639,760  561,010  561,010 
Securities available for sale  681,330  681,330  468,819  468,819 
Loans receivable, net  4,160,575  4,243,287  4,152,750  4,234,441 
Interest receivable  53,321  53,321  56,400  56,400 
Derivative financial instruments  125,346  125,346  114,679  114,679 
Equity investments  19,605  21,277  12,601  12,601 

Total        5,737,240     5,821,624        5,399,918    5,481,609 
      

Liabilities      
Loans payable  951,773  970,820  1,113,886  1,134,140 
Bonds payable  2,377,468  2,419,695  1,702,303  1,702,175 
Commercial paper program  115,498  115,498  57,736  57,736 
Certificates of deposit and saving  353,036  358,307  654,372  659,009 
Certificates of investment  1,874  1,874  2,673  2,673 
Interest payable  32,242  32,242  29,857  29,857 
Derivative financial instruments  101,312  101,312  149,625  149,625 

Total   3,933,203  3,999,748  3,710,452  3,735,215 
 
 

(4) Cash and due from banks 
 

As of December 31, 2009 and December 31, 2008, the cash and due from banks were as follows: 
 

  December 31, 2009  December 31, 2008 

Currencies of the founding members  3,479  19,103 
US Dollars  52,642  4,929 
Other currencies  1,182  9,627 

Total  57,303  33,659 

 
 
(5) Interest-bearing deposits in banks 
 

The deposits are normally time deposits with terms of up to three months, renewable with respect to 
the term and interest rate; accordingly, the face value approximates the market value. As of December 
31, 2009 and December 31, 2008 these carrying amounts are set in currencies other than those of the 
member countries. 
 

 
(6) Investment Securities 
 

The amortized cost of investment securities and their approximate fair values, as of December 31, 
2009 and December 31, 2008 are as follows:  
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  December 31, 2009      

Securities 
available for  
Sale 

   Unrealized  Unrealized  Adjustments   Estimated        

 Amortized  gross  gross  on hedging   fair  Realized     Realized  

 cost  losses  gains  transactions  value  gains    losses  
                  

Marketable securities   512,534  (4,529)  3,128  4,706  515,839  746    (4,834)  

Investment funds  96,881  -  8,650  -  105,531  6,660    -  

Commercial paper  59,960  -  -  -  59,960  -    -  

      Total  669,375  (4,529)  11,778  4,706  681,330  7,406    (4,834)  

 

  December 31, 2008      

Securities 
available for  
Sale 

   Unrealized  Unrealized  Adjustments   Estimated        

 Amortized  Gross  Gross  on hedging   fair  Realized     Realized  

 cost  Losses  Gains  transactions  value  gains    losses  
                  

Marketable securities   373,004  (10,841)  2,361  14,587  379,111  1,634    (5,786)  

Investment funds  90,121  (413)  -  -  89,708  2,216    -  

Total  463,125  (11,254)  2,361  14,587  468,819  3,850    (5,786)  

 
The gains and losses were realized by considering the original cost of each fund or marketable 
security sold. 
 
As of December 31, 2009 and December 31, 2008, the estimated fair values and unrealized losses on 
securities available for sale that have maintained unrealized gross losses are as follows: 

 
  December 31, 2009 

  
Less than 12 months of 

accumulated losses  
12 months or greater of  

accumulated losses 
    Time to maturity 
    Less than 12 months  12 months or longer 

  Estimated  Unrealized  Estimated  Unrealized  Estimated  Unrealized 

  fair  Gross  fair  gross  fair  Gross 

Securities available for sale:  value  Losses  value  losses  value  Losses 

  Marketable securities   180,728  (2,900)  -  -  37,709  (1,629) 
                          Total  180,728  (2,900)  -  -  37,709  (1,629) 

 
  December 31, 2008 

  
Less than 12 months of 

accumulated losses  
12 months or greater of 

accumulated losses 
    Time to maturity 
    Less than 12 months  12 months or longer 

  Estimated  Unrealized  Estimated  Unrealized  Estimated  Unrealized 

  fair  gross  fair  gross  fair  gross 

Securities available for sale:  value  losses  value  losses  value  losses 

  Marketable securities   167,912  (2,315)  -  -  25,764  (8,526) 

  Investment funds  89,708  (413)  -  -  -  - 
                          Total  257,620  (2,728)  -  -  25,764  (8,526) 
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The Bank’s policy establishes that at least 75% of its total investment securities should be in deposits 
in banks and bonds issued by issuers holding an international rating of “A” (or its equivalent) or 
better, granted by an internationally recognized rating agency. 
 
A decrease in the fair value is recognized as other than temporary when it is probable that the book 
value of the investment will not be fully recovered. CABEI’s Assets & Liabilities Committee (ALCO) 
assesses on a regular basis the situation and the evolution of securities available for sale, including 
those with unrealized losses. When evaluating the probability of not recovering the book value of the 
investment, the Bank analyzes the severity of the decline in its fair value, the volatility in the 
security’s quotation, the period of time the investment was underwater, the financial health of the 
issuer, and the intention and the ability of the Bank to hold such investments until its market price 
would be recovered or until maturity, among other analysis. As of December 31, 2009 and as of 
December 31, 2008, the ALCO has concluded that unrealized losses on securities available for sale at 
those dates are temporary and the credit risk associated is no significant. 
 
Sales and repayments of securities available for sale during fiscal years ended December 31, 2009 and 
December 31, 2008 amounted to 350,825 and 198,972, respectively.   

 
As of December 31, 2009 and December 31, 2008, investment securities are classified by contractual 
maturities as follows: 

  December 31, 2009  December 31, 2008 
  Amortized 

cost 
 Estimated  

fair value 
 Amortized 

cost 
 Estimated  

fair value 
         

Due within one year  329,845  336,416  238,438  237,156 
After one but within five years  274,818  277,750  145,436  144,190 
After five but within ten years  20,597  19,607  31,039  25,898 
After ten years  44,115  47,557  48,212  61,575 

                                                Total  669,375  681,330  463,125  468,819 

 
As of December 31, 2009 the Bank has no investment securities loaned pursuant to secure lending 
transactions, while as of December 31, 2008 the investments loaned under this modality totaled 3,270.  
 
 

(7) Loans Receivable 
 
CABEI has no significant concentrations of credit risk with any individual borrower or groups of 
borrowers, taking into account the credit risk concentration policies described in note 2.f.  
 
The list of loans receivable, by sector and country as of December 31, 2009 and December 31, 2008, 
is as follows: 
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 December 31, 2009 December 31, 2008 

  Public 
sector  

  Private 
sector  

  Total  Public 
sector  

  Private 
sector  

  Total 

             

 Guatemala  709,346  371,302  1,080,648   714,571  459,234  1,173,805 

 El Salvador  758,927  141,984  900,911  715,781  159,375  875,156 

 Honduras  389,752  277,464  667,216  377,551  422,718  800,269 

 Nicaragua  170,906  282,627  453,533  166,247  304,807  471,054 

 Costa Rica  828,788   372,437  1,201,225  609,974   375,023  984,997 

 Dominican Republic  46,295  -  46,295  -  -  - 

 Panama  -  13,945  13,945  -  9,746  9,746 

  2,904,014  1,459,759  4,363,773  2,584,124  1,730,903  4,315,027 
Allowance for loan                          
losses  (85,041)  (118,157)  (203,198) 

 
(91,505)  (70,772)  (162,277) 

Loans receivable, net  2,818,973  1,341,602  4,160,575  2,492,619  1,660,131  4,152,750 

 
The list of loans receivable, by economic activity segment, as of December 31, 2009 and December 
31, 2008, is as follows: 

  December 31, 2009  December 31, 2008 
       

       
Infrastructure / Construction (a) 1,389,474 32%  1,233,982 28% 
Electricity, gas and water supply  1,032,556 23%  743,280 16% 
Monetary intermediation  728,388 16%  1,018,054 23% 
Multi-sector  440,778 10%  454,509 10% 
Social and health services  183,648 4%  201,464 5% 
Manufacturing industry  153,761 3%  216,633 5% 
Transport, storage and communications  125,413 2%  135,134 3% 
Agro-industry  79,418 2%  30,584 1% 
Hotels and restaurants  57,388 1%  65,139 2% 
Real estate  49,769 1%  41,596 1% 
Mining and quarrying  48,000 1%  54,068 1% 
Education  32,779 1%  37,365 1% 
Wholesale and retail trade  26,392 1%  46,941 1% 
Other social and community activities (b) 10,773 1%  29,957 1% 
Fishing  4,654 1%  5,571 1% 
Extraterritorial organizations and agencies  582 1%  750 1% 
                                                         Total  4,363,773 100%  4,315,027 100% 

       
(a) This line includes loans granted to employees of the Bank for the purchase of homes, for terms of 

up to 20 years. These loans accrue interest at rates ranging from 2.50% to 5.44% per annum for 
housing loans denominated in U.S. dollars, and from 8% to 12% per annum for loans denominated 
in Central American currencies. As of December 31, 2009 and December 31, 2008, the balances 
under these two headings amounted to 25,157 and 22,994, respectively.  

 
(b) This line includes loans granted to employees of the Bank for uses such as higher education tuition 

expenses, purchase of personal computers, etc., for terms of up to 15 years. These loans accrue 
interest at rates of 2.5% per annum for loans denominated in U.S. dollars and rates ranging from 
8% to 10% per annum for loans granted in Central American currencies, except for loans granted 
for the purchase of personal computers, whose financial cost is zero. As of December 31, 2009 
and December 31, 2008, the balances under these headings amounted to 951 and 1,035, 
respectively. 
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The list of loans receivable, by maturity, as of December 31, 2009 and December 31, 2008, is as 
follows: 

 
 

 
December 31, 2009 

 
December 31, 2008 

     

Past due  33,916  17,676 
Up to 1 year  713,068  978,434 
From 1 to 2 years  528,894  530,267 
From 2 to 3 years  426,357  404,869 
From 3 to 4 years  369,215  366,537 
From 4 to 5 years  463,742  306,886 
More than 5 years  1,828,581  1,710,358 

                                                Total 4,363,773  4,315,027 

 
The list of loans receivable, by currency, as of December 31, 2009 and December 31, 2008, is as 
follows: 
 
  December 31, 2009  December 31, 2008 
     

U.S. dollar  4,192,696  4,047,230 
Currencies from Central-American countries  157,082  252,561 
Euro  10,037  9,547 
Yen  3,958  5,670 
Other currencies  -  19 
                                                                 Total  4,363,773  4,315,027  

 
As of December 31, 2009 and December 31, 2008, the weighted average interest rates on loans 
receivable were 5.85% and 6.65% per annum, respectively, considering the effect of swaps, if 
applicable. 
 
Loans receivable at fixed and floating rates are as follows:  

  
  December 31, 2009  December 31, 2008 
     

Loans receivable at fixed rates  1,059,847  960,809 
Loans receivable at floating rates  3,303,926  3,354,218 

                                                                 Total  4,363,773  4,315,027 

 
As of December 31, 2009 and December 31, 2008, in accordance with the Bank’s policies, interest on 
non-accrual loans of 8,163 and 7,564, respectively, was not recorded as income because it had not 
been collected. As of December 31, 2009 and December 31, 2008, the principal of the loans that 
generated such interest amounted to 127,411 and 25,909, respectively, and related exclusively to 
private sector borrowers. 
 
The following table presents information on impaired private sector loans as of December 31, 2009 
and December 31, 2008: 
 

Impaired loans  December 31, 2009  December 31, 2008 

     

Impaired loans without allowance for loan losses   -  - 
Impaired loans with allowance for loan losses  229,122  49,636 
Allowance related to impaired loans  80,154  18,143 
Accrued interest on impaired loans  8,035  3,476 
Interest received on impaired loans  3,728  1,993 
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The changes in the allowance for loan losses as of December 31, 2009 and December 31, 2008 are as 
follows: 

 
  December 31, 2009  December 31, 2008 
  Sector  Total  Sector  Total 
  Private  Public    Private  Public  
             

At beginning of fiscal year  70,772  91,505  162,277  60,160  80,281  140,441 
Provision for fiscal year  67,156  14,236  81,392  20,169  17,414  37,583 
Recoveries for fiscal year  (11,238)    (20,700)  (31,938)  (9,557)    (6,190)  (15,747) 
Loan write-offs for fiscal year  (8,533)  -  (8,533)  -  -  - 

At end of fiscal year  118,157  85,041  203,198  70,772  91,505  162,277 
 
(8)  Interest receivable 
 
 The detail of interest receivable as of December 31, 2009 and December 31, 2008 is as follows: 
 

  December 31, 2009  December 31, 2008 

On loans  53,248  56,284 

On interest-bearing deposits in banks  73  116 

                                                                 Total  53,321  56,400 

 
 
(9) Property, furniture and equipment 

 
Property, furniture and equipment as of December 31, 2009 and December 31, 2008 are as follows: 
 

 
During the fiscal years ended December 31, 2009 and 2008, the depreciation charged to expenses 
amounted to 3,683 and 3,599, respectively. 
 
 

(10) Equity Investments 
 
 

Equity investments as of December 31, 2009 and December 31, 2008 which do not have a market value 
are as follows: 

  December 31, 2009  December 31, 2008 
     

Vehicles  1,219  1,795 
Buildings  25,399  25,135 
Computer equipment  19,842  18,725 
Installations  9,676  9,580 
Office equipment and furniture  4,891  4,919 

Depreciable assets  61,027  60,154 
Land  2,590  2,590 

Subtotal  63,617  62,744 
Less accumulated depreciation  (36,509)  (34,041) 

Total  27,108  28,703 
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Name 

 Issuer Data   

Investment 
Financial 
statements Capital Equity 

Income / 
(loss) 

December 31, 
2009 

December 31, 
2008 

Investments        
Central American Mezzanine 
Infraestructure Fund LP (CAMIF) 72.73% - - - - 3,121 - 

Latin American Infraestructure Fund 1.48% 09/30/09 - 51,044 19,557 695 2,288 
Energy and Cleaner Production 
Facility (CAREC) 41.67%  09/30/09     - 

            
5,255 

           
(109) 2,190 1,422 

     Subtotal 6,006 3,710 

Shares        
Corporación Interamericana 
Financiamiento Infraestructura 9.25% 06/30/09 54,085 67,086 1,536 5,000 5,000 
Banco Popular Covelo 11.76% 07/31/09 17,000 15,475 (624) 2,000 2,000 
Sociedad de Garantía Recíproca 28.25% 05/31/09 4,326 5,492          62 1,145 1,145 
Pro-Banco II 33.33% 09/30/09 - 12,575 (1,160) 4,441 243 
Eólico Valle Central 60.00% 12/31/08 1,035 980 (55) 836 478 

Other      177 25 

     Subtotal 13,599 8,891 

    
            

Total 19,605 12,601 

 
 
(11) Other assets 
 
 

The balance of other assets as of December 31, 2009 and December 31, 2008 is as follows: 
 

  December 31, 2009  December 31, 2008 
     

Accounts receivable   1,874  1,924 
Pre-investment studies  7,800  6,926 
Foreclosed assets  1,799  989 
Prepaid expenses   606  1,008 
Supplies  166  156 
Assets under construction  -  10,703 
Other  757  1,050 
 Total 13,002  22,756 
     
     

Foreclosed assets as of December 31, 2009 and December 31, 2008 are located in the following 
countries: 
 

  December 31, 2009  December 31, 2008 
     

Nicaragua  5,508  5,508 
El Salvador  4,787  4,787 
Honduras  1,830  818 
Costa Rica  6  6 
  12,131  11,119 
Fair value adjustment  (10,332)  (10,130) 
 Total 1,799   989 

 
 

(12) Loans payable 
 

 

Loans payable as of December 31, 2009 and December 31, 2008 are as follows: 
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 December 31, 2009  December 31, 2008 
    

BAYERISCHE LANDESBANK 130,600  176,915 
KREDITANSTALT FÜR WIEDERAUFBAU (K.F.W.) GERMANY 125,012  129,537 
STANDARD CHARTERED BANK 95,000  10,000 
MEXICO-CABEI FINANCIAL COOPERATION AGREEMENT 77,817  63,738 
INTER-AMERICAN DEVELOPMENT BANK (I.D.B.) 66,832  76,803 
NORDIC INVESTMENT BANK 54,595  57,500 
NORDEA BANK  43,503  59,020 
NORDEA BANK (FUNDED PARTICIPATION AGREEMENT) 40,768 (i) 46,831 
DEUTSCHE BANK, A.G. 35,012  31,378 
BANQUE NATIONALE DE PARIS, PANAMA 30,000  30,000 
MIZUHO CORPORATE BANK, LTDA. 28,559  42,837 
AGENCY FOR INTERNATIONAL DEVELOPMENT (A.I.D.) 27,099  32,894 
LOANS SECURED BY THE AGENCY FOR INTERNATIONAL 
DEVELOPMENT (A.I.D.  GUARANTEES) 

26,890  34,062 

BANCO MERCANTIL, VENEZUELA 25,000  25,000 

BANK LEUMI, ISRAEL 21,195  - 
ROYAL BANK OF SCOTLAND P.L.C. 20,000  35,000 
JAPAN BANK FOR INTERNATIONAL COOPERATION 12,374  38,947 
OESTERREICHISCHE ENTWICKLUNGSBANK AG (OeEB) 18,689  - 
INSTITUTO DE CREDITO OFICIAL, SPAIN 18,517  20,725 
EUROPEAN INVESTMENT BANK 18,287  21,426 
GERMAN CORPORATION FOR INVESTMENT AND 
DEVELOPMENT (DEG) 10,000 

 
11,328 

THE CHINA COUNCIL FOR INTERNATIONAL COOPERATION 
ON ENVIRONMENT AND DEVELOPMENT 8,571  10,000 
SOCIETE GENERALE 8,542  14,010 
THE OPEC FUND FOR INTERNATIONAL DEVELOPMENT 7,941  9,706 
DANIDA-UNIBANK 970  1,489 
DRESDNER BANK LATEINAMERIKA -  35,000 
LANDESBANK BADEN – WÜERTTEMBERG -  60,000 
CREDIT SUISSE -  25,000 
HYPOVEREINSBANK -  10,000 
THE EXPORT-IMPORT BANK OF THE REPUBLIC OF CHINA -  2,500 
EKSPORTFINANS -  2,000 
OTHER INSTITUTIONS -  240 

Total 951,773   1,113,886 
 
(i) Include debt that will be settled using the funds obtained from collection of the lease payments under a 

lease contract entered into with Instituto Costarricense de Electricidad, the residual value of which 
amounted to 32,060 as of December 31, 2009, and was included under loans receivable. 

 
The maturities of the loans payable as of December 31, 2009 and December 31, 2008 are as follows: 
 

  December 31, 2009  December 31, 2008 
Up to 1 year  215,248  377,451 
From 1 to 2 years  246,550  144,640 
From 2 to 3 years  148,940  165,419 
From 3 to 4 years  94,298  142,836 
From 4 to 5 years  61,023  69,259 
More than 5 years  185,714  214,281 
                                                                 Total  951,773  1,113,886 
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As of December 31, 2009 and December 31, 2008, the weighted average interest rate on loans payable 
was 2.95% and 4.22% per annum, respectively, considering the effect of swaps, if applicable.  
 
Loans payable at fixed and floating rates as of December 31, 2009 and December 31, 2008 are as 
follows:  

  December 31, 2009  December 31, 2008 
Loans payable at fixed rates  393,910  602,060 
Loans payable at floating rates  557,863  511,826 

                                                                 Total  951,773  1,113,886 

 
(13) Bonds payable and commercial paper program 

 

(a) Bonds payable as of December 31, 2009 and December 31, 2008, are as follows: 

 Year of 
Issue 

 
Maturity  

December 
31, 2009 

 
December 31, 

2008 
        

Regional bonds (US$) 2001  2011  50,000  50,000 
MTN – First issuance (US$) 2003  2013  198,999  198,698 
MTN – Fourth issuance (US$)  2005  2012  199,513  199,279 
MTN – Sixth issuance (SG$)  2005  2010  71,174  69,575 
Bonds payable in COP – First issuance 2006  2015  224,702  204,168 
MTN – Seventh issuance (US$) 2006  2011  14,974  24,954 
Bonds payable in NT$ - Fourth issuance 2006  2011  110,085  108,373 
MTN – Eighth issuance (HK$) 2006  2011  102,156  103,255 
Bonds payable in JPY - First issuance 2006  2011  44,248  111,947 
MTN – Ninth issuance (MXP)  2007  2012  57,283  54,533 
MTN – Tenth issuance (MXP) 2007  2012  57,150  54,458 
MTN – Eleventh issuance (MXP) 2007  2014  114,144  108,470 
Bonds payable in THB - First issuance 2007  2017  73,912  81,361 
MTN – Twelfth issuance (MXP) 2008  2018  8,631  7,822 
MTN – Thirteenth issuance (MXP) 2008  2018  7,903  7,560 
MTN – Fourteenth issuance (MXP) 2008  2010  57,326  54,316 
MTN – Fifteenth issuance (MXP) 2008  2020  28,067  26,694 
MTN – Sixteenth issuance (HNL) 2008  2011  5,292  5,293 
MTN – Seventeenth issuance (US$) 2008  2010  5,000  15,000 
Bonds payable in NT$ - Fifth issuance 2008  2010  40,291  39,586 
Bonds payable in NT$ - Sixth issuance 2009  2011  55,763  - 
Bonds payable in NT$ - Seventh issuance 2009  2011  58,865  - 
MTN – Eighteenth issuance (CRC) 2009  2014  17,214  - 
Bonds payable in NT$ - Eighth issuance 2009  2013  46,533  - 
Bonds payable in NT$ - Ninth issuance 2009  2013  15,511  - 
Bonds payable in COP – Second issuance 2009  2014  70,353  - 
Bonds payable in COP – Third issuance 2009  2019  42,812  - 
MTN – Nineteenth issuance (CRC) 2009  2014  26,479  - 
MTN – Twentieth issuance (US$) 2009  2019  25,000  - 
MTN – Twenty First issuance (US$) 2009  2014  497,715  - 
Bonds payable in DOP – First issuance 2009  2014  20,767  - 
Bonds payable in NT$ - Third issuance 2004  2009  -  106,577 
MTN – Fifth issuance (US$)  2005  2009  -  25,000 
Bonds payable – Second private issuance (US$) 2002  2009  -  12,961 

Subtotal     2,347,862  1,669,880 
Fair value adjustment on hedging activities     29,606  32,423 

Total     2,377,468  1,702,303 
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In December 2009 the Bank placed bonds in the Dominican Republic´s capital market, 
amounting to 740,000 thousands of Dominican pesos, with 5-year maturity, accruing at fixed 
interest rate of 12%. Simultaneously, the Bank has entered into a cross currency swap exchanging 
flows into U.S. dollars and LIBOR-based rate. 
 
As of December 31, 2009 and December 31, 2008, the weighted average interest rates on bonds 
payable were 5.5% and 5.52% per annum, respectively, considering the effect of swaps, when 
applicable. 
 

(b) On May 14, 2009 CABEI launched a Global Commercial Paper Program with dealers from 
Europe and the United States. The total program size is 500,000, and the program was assigned 
A-1 and P-1 short-term ratings by S&P and Moody’s, respectively. As of December 31, 2009, 
104,758 were issued under this program, at an annual average cost of 0.58%. Maturities are 
generally shorter than 6 months. 
 
As of December 31, 2008, 57,736 were issued under a previous U.S. Commercial Paper Program, 
and its annual cost was 2.42%. 
 
As of September 4, 2009, CABEI launched a Regional Commercial Paper Program, registered in 
the National Securities Registry of Costa Rica. The Program amounts to 100,000 and received a 
short-term rating of F-1 + (cri) by Fitch Ratings Central America. At December 31, 2009, 10,740 
(CRC 6 billion) were issued under this Program, with an annual rate set flat at the Basic Lending 
Rate (Tasa Básica Pasiva) and maturing in 6 months at inception. 
 
 

(14) Certificates of deposit, savings and investment 
 

(a)  Certificates of deposit and savings as of December 31, 2009 and December 31, 2008 were value 
at cost and are as follows: 

 
 December 31, 

2009 
 December 31, 2008 

     

Social Benefit Fund (note 21) 132,777  129,435 
Private financial institutions 68,425  190,841 
Republic of Costa Rica 36,694  55,992 
Republic of  Nicaragua 34,004  - 
Republic of El Salvador 34,000  34,000 
Debt-conversion fund (Honduras- Spain) (note 20.b) 23,308  21,789 
CABEI’s certificates of deposit (*) 12,889  - 
Republic of Honduras 6,132  175,367 
Republic of Guatemala 4,807  396 
Special Fund for the Social Transformation  
of Central America (note 20.a) - 

 
28,300 

Special Fund of Technical Cooperation (note 20.a) -  18,252 
                                                                       Total 353,036  654,372 

 
(*) CABEI’s Certificates of Deposit (CDBs) were originated pursuant to Board of Directors 

Resolution No. 238/2008, who authorized, effective as from January 1, 2009, the launch of a 
savings program for active employees, pensioners and retirees of CABEI, denominated in U.S. 
dollars. As of December 31, 2009, placements under this program accrued interest at rates 
ranging from 4.50% to 5.50%, for 6-month, 1-year and 5-year terms. 
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The contractual maturities and the weighted average interest rates as of December 31, 2009 and 
December 31, 2008 are as follows: 

 
  December 31, 2009  December 31, 2008 

Maturity Amount  Rate  Amount  Rate 
        

Up to 6 months 274,653  4.02%  484,814  3.04% 
From 6 months to 1 year 64,062  8.24%  126,121  7.00% 
From 1 to 2 years 4,475  6.50%  33,600  9.46% 
From 2 to 3 years 2,117  2.21%  4,545  6.50% 
More than 3 years 7,729  2.21%  5,292  6.12% 
                                        Total 353,036    654,372   

 
(b) As of December 31, 2009 and December 31, 2008 balances for Certificates of Investment 

(CIVs) were 1,874 and 2,673, respectively, related to deposits whose beneficiaries were former 
employees, retirees and heirs of the Bank, are either demand deposits or 20-year deposits at 
depositor’s discretion, and bearing interest at 3% per annum. 

 
 
(15) Interest payable 
 

Interest payable as of December 31, 2009 and December 31, 2008 are as follows: 
 

  December 31, 
2009 

December 31, 2008 

     

On bonds payable (*)  24,043  16,609 
On loans payable (**)  5,722  10,184 
On certificates of deposit  2,477  3,054 
On commercial paper program  -  10 
                                                                   Total  32,242  29,857 

 
(*) 7,932 and 2,051 correspond to bonds payable valued at fair value at 31 December 2009 and 2008, respectively. 
(**) 348 and 3,064 correspond to loans payable valued at fair value at 31 December 2009 and 2008, respectively 
 
 

(16) Other liabilities 
 

Other liabilities as of December 31, 2009 and December 31, 2008, were as follows: 
 

  December 31, 2009  December 31, 2008 
     

Other creditors 12,514  17,067 
Financial cooperation to founding countries provision 3,351  4,743 
Transitory deposits  3,056  3,084 
Technical assistance provision 2,880  2,869 
Provisions for bonus and supplemental compensation 2,351  2,255 
Other provisions 7,401  2,480 
Other special contributions  5  5 
                                                                       Total  31,558  32,503 
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(17) Equity  
 

(a) Paid-in capital 
 
The Bank’s authorized capital is 2,000,000, consisting of 200,000 registered shares with a face value 
of 10 each. Of this capital, the founding members have subscribed shares in equal parts for a total 
amount of 1,020,000, and the non-regional members may subscribe up to a total amount of 980,000, 
of which 702,900 have already been subscribed. 
 
The Constitutive Agreement was modified by a protocol adopted in Managua, Nicaragua, by the 
Central American countries in 1989, which was entered into on January 20, 1992, and was 
subsequently modified on February 6, 2003. The protocol authorized the inclusion of non-regional 
countries as members of the Bank and modified its capital structure. 
 
On April 29, 2009, the Board of Governors approved the principles that will govern the Bank’s 
capital structure: 
 
- the authorized capital will be 5,000,000: each founding country will ratably subscribe for 

2,550,000, whereas 2,450,000 will be available to extra-regional countries and non-founding 
regional partners; 

 
- structure composed of two series of stock: Series “A” reserved for founding countries, and Series 

“B” reserved for non-founding regional partners and extra-regional partners; 
 
- Series “E” certificates will be issued in the name of “A” and “B” shareholders, which shall 

evidence the retained earnings attributable to capital contributions made by them in the Bank 
from time to time (note 17.b). These certificates will not carry voting rights and will be non-
assignable. 

 
For purposes of the capital increase approved on that date, the Board of Governors approved to 
require from the series “A” and “B” newly subscribed shares, a cash payment and its supplement 
through the use of series “E” certificates. Those partners who do not hold enough series “E” 
certificates for covering this payment may supplement it with fresh cash funds. 
 
 
In order to implement the new capital structure, the Board of Governors approved an amendment to 
the Bank’s Constitutive Agreement. This amendment will become effective three months after the 
Bank has given official notice thereof to all its partners. To such end, the amendment must be 
previously ratified by the Congresses of the Republic of Cost Rica and the Republic of Colombia, in 
view of a reservation made by those countries regarding the Constitutive Agreement’s amendment 
procedure. As of to date, the bank has not received the communication of ratification. 
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As of December 31, 2009 and December 31, 2008, the Bank’s capital was as follows: 
 

  December 31, 2009  December 31, 2008 

  Shares  Shares 
 Subscribed  Paid  Subscribed  Paid 
Founding countries         
Guatemala  204,000  55,000  204,000  55,000 
El Salvador  204,000  55,000  204,000  55,000 

Honduras  204,000  55,000  204,000  55,000 
Nicaragua  204,000  55,000  204,000  55,000 
Costa Rica  204,000  55,000  204,000  55,000 

Sub-total  1,020,000  275,000  1,020,000  275,000 
     
Non-regional countries        
Spain  200,000  50,000  200,000  37,500 
China  150,000  37,500  150,000  37,500 
Mexico  122,500  30,625  122,500  30,625 
Argentina  57,600  14,400  57,600  14,400 
Colombia  57,600  14,400  57,600  14,400 
Dominican Republic  57,600  14,400  57,600  10,800 

Panama  57,600  10,800  57,600  7,200 

Sub-total  702,900  172,125  702,900  152,425 
Total  1,722,900  447,125  1,722,900  427,425 

Unsubscribed shares of           
Non-regional countries  277,100  -  277,100  - 
  2,000,000  447,125   2,000,000  427,425 

 
CABEI’s Constitutive Agreement also considers the incorporation of Beneficiary Countries, which 
obtain borrowings and guarantees, interpretation and arbitration, when they make special 
contributions that increase the Bank´s equity. Those special contributions are divided in paid-in 
contributions and callable contributions, under requirement of payment. Under the special paid-in 
contributions, each Beneficiary Country receive Certificates of Contribution, which do not have 
voting rights, but allow the right to speak at Directors’ and Governors´ meetings. 
 
As of December 31, 2009 and December 31, 2008, the Bank’s special contributions were as follows: 
 

  December 31, 2009  December 31, 2008 
 Subscribed  Paid  Subscribed  Paid 
Argentina  1,000        250  1,000        250 
Colombia        1,000        250        1,000        250 
Belize   25,000   4,687.5   25,000   4,687.5 

Dominican Republic       1,000             250            1,000         187.5 
Panama     1,000        250     1,000        250 

Total  29,000       5,687.5     29,000    5,625    

 
(b) Issuance of  Series “E” certificates 
 
On September 8, 2005, the Board of Governors approved an accounting method for retained earnings, 
which consists of the issuance of general reserve certificates in order to recognize the excess of each 
member country’s share of the Bank’s equity over such member country’s paid-in capital and the 
earnings generated through the time over the paid-in capital of each member. Resolution AG 8/2009 
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adopted by the Board of Governors ordered such Certificates to be converted into Series “E” 
Certificates. 
 
The procedure for determining the issue of those Certificates is based on the average number of shares 
held by each member every year, weighted by the time and amount thereof. The cut-off date for 
allocating the series “E” certificates was December 31, 2007. 
 
Series “E” certificates may be used by the members who are holders of “A” and “B” shares to pay, 
either fully or in part, the subscription of new shares of the unsubscribed authorized stock capital 
made available by the Bank. Series “E” certificates not used to subscribe for new shares of stock will 
form part of the Bank’s General Reserve. 
 

(18) Contingent commitments 
  

As of December 31, 2009 and December 31, 2008, balances of contingent commitments are as follows: 
 

  December 31, 2009  December 31, 2008 
     

Subscribed credit agreements (*)  1,230,437  1,384,812 
Credit default swap  70,000  75,000 
Endorsements and guarantees granted  11,383  18,217 
Letters of credit and bank acceptances  4,584  54,283 
                                                                   Total  1,316,604  1,532,312 

 
(*) In addition, as of December 31, 2009 and December 31, 2008 there were credit agreement pending subscription for 
1,139,245 and 710,513, respectively. 
 
Credit agreements represent commitments to grant loans to customers at a future date. Such 
agreements are recorded as commitments until the date of disbursement. These agreements have fixed 
expiration dates and, in some cases, expire without any disbursements having been made. Therefore, 
the total committed amount does not necessarily represent future cash requirements. The Bank 
assesses the creditworthiness of each customer on a case-by-case basis. 
 
Credit default swaps represent a contingent commitment assumed by the Bank with a client, for 
payments to be honored by a third party. These derivatives have been included in the line item 
Derivative financial instruments and they are carried at their market values for (494) and 728 as of 
December 31, 2009 and December 31, 2008, respectively. In addition, as of such dates, no material 
losses have been incurred, and neither are they expected to be incurred, in connection with these 
agreements. 
 
Endorsements and guarantees granted are contingent commitments assumed by the Bank to guarantee 
compliance by its customers with commitments to a third party. The credit risk implied in these 
commitments is essentially the same as that implied in granting loan facilities to clients. The Bank’s 
management has analyzed each commitment assumed on a case-by-case basis, based on current 
information and events. As of December 31, 2009 and December 31, 2008, no significant losses have 
arisen, nor were expected to arise, from these commitments. 

  
 Letters of credit and bank acceptances represent contingent commitments assumed by the Bank; in the 

event of nonpayment to exporters by importers (CABEI customers), the Bank assumes the payment 
commitment.  

 
As of December 31, 2009 and December 31, 2008, the maturities of the guarantees granted, credit 
default swaps and letters of credit and bank acceptances are as follows: 
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(19) Derivative financial  instruments and hedging activities 
 

The Bank’s primary objective in using derivative instruments is to reduce its risk exposure to changes 
in interest rates, foreign exchange rates and credit risks. Generally, the Bank does not use derivative 
instruments for trading or speculative purposes. 

 

By using derivative financial instruments to hedge exposures to changes in interest rates and foreign 
exchange rates, the Bank exposes itself to credit and market risks. 

 

Credit risk is the failure of the counterparty to perform under the terms of the derivative contract.  
When the fair value of a derivative instrument is positive, the counterparty owes the Bank, which 
creates credit risk for the Bank. When the fair value of a derivative instrument is negative, the Bank 
owes the counterparty and, therefore, it does not have related credit risk.  The Bank minimizes the 
credit risk in derivative instruments by entering into transactions with high-quality counterparties 
whose credit rating is “A” (or its equivalent) or better. 
 
Market risk is the adverse effect on the value of a financial instrument that results from a change in 
interest rates or foreign exchange rates. The Bank enters into derivative instruments based on its 
expectations that they will vary in a manner such that they will compensate the change in the value of 
the instrument to be hedged. 
 
As from January 1, 2009, the Bank has adopted the amendments to FASB disclosure about derivatives 
and hedging activities (ASC 815). This standard does not require the disclosure of comparative 
information in the fiscal year of its adoption. 
 
The following table presents the notional amount and the fair value of derivative instruments as of 
December 31, 2009 and December 31, 2008: 
 
 
 

  December 31, 2009 
Maturity  

Guarantees granted 
 Credit default 

swaps 
 Letters of credit and 

bank acceptances 
       

2010  50  20,000  4,584 
 2011   373  -  - 
 2012   250  25,000  - 
 2013   -  25,000  - 
 2016   10,710  -  - 
                              Total  11,383  70,000  4,584 

  December 31, 2008 
Maturity  

Guarantees granted 
 Credit default 

swaps 
 Letters of credit and 

bank acceptances 
       

2009  6,500  25,000  54,283 
2010  153  -  - 

 2011   604  -  - 
 2012   250  25,000  - 
 2013   -  25,000  - 
 2016   10,710  -  - 
                              Total  18,217  75,000  54,283 



 

 
 

 
CENTRAL AMERICAN BANK FOR ECONOMIC INTEGRATION  

Notes to financial statements 
For the fiscal years ended December 31, 2009 (see note 2.b) 

(Expressed in thousands of U.S. dollars) 
 

 

- 32 - 

 
(*) Principally, agreements used as fair value hedge that do not qualify for hedge accounting treatment under ASC 815 
guidelines. 
 
 
The income / (loss) from derivative instruments used as hedge under ASC 815 have been recorded 
together with the income / (loss) of the respective hedged financial instruments. The following chart 
shows such income / (loss) and the other comprehensive income / (loss) as of December 31, 2009: 
 
 

  Income / (loss) of fiscal year  Other 
comprehensive 
income / (loss) 

  Derivative 
instrument 

 Hedged 
fianancial 
instrument 

 Total  

Fair value hedge         
Interest rate agreements  16,516  (16,516)  -  - 

         
Cashflow hedge         

Foreign currency agreements  7,479  (3,255)  4,224  (2,364) 
         

Total      4,224  (2,364) 

 
 
The following chart shows the income / (loss) from derivative instruments held for other risk 
management purposes for the fiscal year ended December 31, 2009, recorded under other operating 
expenses: 
 
 

Foreign currency agreements  (11,162) 
Credit risk agreements – purchased  288 
Credit risk agreements–  sold  (1,222) 
Interest rate agreements  1,450 

Total  (10,646) 
 

  Assets  Liabilities 
  Notional 

Amount 
 Fair Value  Notional 

Amount 
 Fair Value 

Hedging transactions according to  ASC 815          
         

Interest rate agreements  430,400  31,934  204,696  17,039 
Foreign currency agreements  293,359  19,851  -  - 

Subtotal as of December  31, 2009  723,759  51,785  204,696  17,039 
Subtotal as of December 31, 2008  616,387  51,977  240,835  41,227 

 
 
 

        

Other risk management purposes         
         

Foreign currency agreements (*)  770,149  73,560  378,822  79,535 
Credit risk agreements–  sold  20,000  1  50,000  495 
Interest rate agreements  -  -  80,249  4,243 

Subtotal as of December  31, 2009  790,149  73,561  509,071  84,273 
Subtotal as of December 31, 2008  702,744  62,702  513,918  108,398 

         
Total as of December  31, 2009  1,513,908  125,346  713,767  101,312 
Total as of December 31, 2008  1,319,131  114,679  754,753  149,625 
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(20) Funds or Programs managed by CABEI 
 

In its role as a multilateral financial institution and promoter of both the economic integration and 
balanced economic and social development of the beneficiary countries, CABEI manages the funds or 
programs described below: 

 
(a) Funds in which CABEI makes contributions 
 
• Technical Cooperation Fund (FONTEC) was created by CABEI’s Board of Governors as an 

independent and separate equity from the Bank’s equity. Its objective is to integrate the Bank’s 
programming processes, fulfillment processes and administration of technical cooperation 
resources to strengthen its ability to prepare and implement projects promoting Central American 
integration and development. The Fund also considers initiatives related to the studies and 
preparation of publications geared towards the dissemination of information about Central 
America. 
 
The Fund grants three types of loans: repayable, non-repayable and contingently repayable. It 
offers also an option of repayment through direct funding for the conduct of any requisite pre-
investment studies for financing private sector investments. 
 
According to the By-laws of the Fund, its financial statements are presented separately from the 
Bank’s. As a result, the Bank’s management believes that all conditions are met in order to 
consider and record this Fund as an independent entity from Bank’s equity. 
 
Fund’s balance sheet and income statement are as follows: 
 
  December 31, 

2009 
(unaudited) 

 December 31, 
2008 

(audited)(***) 

 

Financial situation      
      
Due from banks  302  -  
Interest-bearing deposits in banks  -  18,252 (*) 
Securities available for sale  14,926  -  
Loans receivable, net  213  -  
Interest receivable  34  -  
Other receivable (**)  5,116  4,213  
Total assets  20,591  22,465  
      
Accounts payable  -  325  
Total liabilities  -  325  
      

Earned surplus   22,140  24,443  
Unrealized losses on securities available for sale  (6)  -  
Losses for the fiscal year  (1,543)  (2,303)  
Total equity  20,591  22,140  
      
Total liabilities and equity  20,591  22,465  
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December 31, 
2009 

(unaudited) 

 
December 31, 

2008 
(audited)(***) 

 

Income from operations      
Interest and fee income  193  599  
Donations received  438  -  
Provision for loan losses  (213)  -  
Negotiation support for the United Customs 
Association 

  
(1,477) 

  
(2,674) 

 

Central America and EU association agreement  (438)  -  
Strategic pre-disbursement programes  -  (148)  
Other programs and projects  (46)  (80)  
Net loss for the year   (1,543)  (2,303)  

 
 
(*) These figures include certificates of deposit invested in CABEI and mentioned in Note 14.a. 
 
(**) Two types of funding are included under this line: a) Cooperation for pre-investment studies: this type of 
funding  is used for the conduct of the studies required previous to an investment which will be subsequently 
financed by CABEI in the private sector. These funds shall be repaid by the borrower to FONTEC in the 
terms previously agreed in each case, irrespective of whether the project has been deemed feasible or not; and 
b) Loans to the public sector subject to a contingent repayment clause: these are advances for financing the 
technical and feasibility studies required to determine the soundness of projects that are highly likely to be 
consummated and to be subsequently financed by CABEI. Should these studies show that the project is 
feasible, the loan shall be repaid by the beneficiary to FONTEC. If the studies show, instead, that the project 
is not feasible, any amounts lent shall be written off as expenses by FONTEC. 
 
(***) Independent auditor’s report was issued with unqualified opinion. 
 
During the fiscal year ended December 31, 2009 the contribution made by CABEI to FONTEC 
was 438, while it has committed an additional contribution of 1,312. In addition, during the fiscal 
year ended December 31, 2008, CABEI made no contributions to FONTEC. As of December 31, 
2009 and December 31, 2008, the cumulative contributions made by CABEI amounted to 32,639 
and 32,201, respectively.  

 
• Special Fund for the Social Transformation of Central America (FETS) was created by CABEI’s 

Board of Governors, as an independent and separate equity from the Bank. Its objectives consist of 
financing programs and projects as part of the efforts made for the social transformation of the 
region, which are aimed at beneficiary countries that develop programs declared eligible by the 
Bank for this purpose. 
 
There are various sources of funding, including without limitation, donations, soft loans and 
issuance of securities. The Fund may also receive contributions made by the Bank in accordance 
with resolutions adopted by the Board of Directors. 
 
The Fund’s resources are managed by the Bank in accordance with the policies laid down for such 
purpose and the conditions agreed upon with the contributor entities in the respective agreements 
entered into with CABEI, with an overarching principle that they must meet the objectives 
established by the Fund. 
 
According to the Fund’s by-laws, the accounting records are to be kept separate from those of the 
Bank. As a result, the Bank’s management believes that all conditions are met in order to consider 
and record this Fund as an independent entity from Bank’s equity. 
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Fund’s balance sheet and income statement are as follows: 
 
  December 31, 

2009 
 December 31, 

2008 
 

  (unaudited)  (audited)(***)  
Financial situation      
      
Non interest-bearing deposits in banks  380  354  
Interest-bearing deposits in banks  8,000  31,900 (*) 
Securities available for sale  28,344  -  
Loans receivable, net (**)  49,027  46,236  
Interest receivable  447  243  
Other receivable  -  109  
Total assets  86,198  78,842  
      
Loans payable  1,630  1,881  
Accounts payable  15,493  6,961  
Total liabilities  17,123  8,842  
      
Earned surplus  70,000  72,719  
Unrealized losses on securities available for sale  (12)  -  
Loss of fiscal year  (913)  (2,719)  
Total equity  69,075  70,000  
      
Total liabilities and equity  86,198  78,842  

 
Income statement     
Interest and fee income  1,739  2,303 
Recovery of / (Provision for) loan losses  468  (401) 
Other operating expenses, net  (159)  (179) 
Non-reimbursement subsidies and financial assistance  (2,961)  (4,442) 
Net loss for the year   (913)  (2,719) 

 
 
(*) These figures include certificates of deposit invested in CABEI and mentioned in Note 14.a.  
 
(**) To be granted, loans must be applied to programs and projects within the framework of the social 
transformation endeavors of Central American countries. These loans rely on the sovereign guarantee of the 
borrowing nation. 
 
(***) Independent auditor’s report was issued with unqualified opinion.  
 
During the fiscal years ended December 31, 2009 and December 31, 2008, CABEI has not 
contributed to FETS. As of such dates, the accumulated contributions made by CABEI are 54,720. 

 
In addition to the above-mentioned funds, CABEI makes contributions to the Social Benefit Fund 
(SBF) (See note 21). 

 
(b) Funds in which CABEI acts as manager 
 

As of December 31, 2009, funds managed by the Bank, with independent equities, are as follows: 
 

Fund  Equity 
   

World’s Savior Foundation Fund (FUSALMO-Fondo Fundación Salvador del 
mundo) – Sports Centers 

 
502 
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Fund  Equity 
   

Spanish Consulting Fund   2,151 
Investment Trust – Dwelling Mortgage Fund   12,719 
Single Italian Cooperation Fund (FUIC)   1,866 
Debt-conversion fund (Honduras-Spain)   31,442 
Program of Development for the Border Areas in Central America (former 
FOEXCA) 

 
11,498 

Trust of Administration, Attention, Rehabilitation, Training and Prevention of Burnt 
Children 

 
 537 

Administration Trust for the execution of the Energy Efficiency Program in the 
industrial and commercial areas in Honduras (PESIC) 

 
 619 

Trust for the Administration of funds donated by the Republic of China, Taiwan to 
the Ministry of Housing of Costa Rica 

 
 155 

Trust for the Administration of Funds donated by the Republic of China, Taiwan to 
the Ministry of Security of Costa Rica and Trust for the Administration of funds 
donated by the Republic of China, Taiwan to the National Intelligence and Security 
Direction of Costa Rica 

 

266 
Regional Project Fund of Central American Markets for the Biodiversity- 
(CAMBio) 

 
133 

Trust for the Institute of Nutrition of Panama and Central America   429 
Accelerating Fund investments in Renewable Energy in Central America (ARECA)   176 
Technical Cooperation Fund of Austria  1,372 
Guarantee trust administration - CISA  9,570 
Taiwan – ICDF Fund for Consulting Service  1,000 

 
 

(21) Social Benefit Fund (SBF) 
 

SBF operates in accordance with the regulations issued by CABEI’s Board of Directors. It is managed 
by its own Management Board and its objective is to provide the Bank’s personnel with benefits for 
retirement and disability pensions, voluntary retirement, compensation based on years of service, life 
insurance in the event of disability and death and hospital medical benefits. This fund is financed by 
contributions from beneficiaries and the Bank in accordance with the provisions of the Plan. 
Retirement plan, pension plan and life insurance are considered as defined benefit plan, whereas 
hospital-related medical benefits are considered defined contribution plan. 

 
 

Assets 
 
As provided in SBF’s bylaws, although all the contributions made by the Bank and all assets and 
income of SBF are owned by the Bank, they are segregated from the Bank’s other assets and liabilities 
and are to be used solely to pay benefits. Nevertheless, since SBF is not a separate legal entity from 
the Bank and its assets are not adequately restricted, they may not be recorded as off-balance sheet 
items. However, its assets are not consolidated on CABEI’s balance sheet because the assets of SBF 
represented by certificates of deposit would be offset against the Bank’s liabilities for the same items, 
which in turn, is not significantly different from the projected benefits obligation. 
 
On April 29, 2009, CABEI’s Board of Governors decided to amend its Constitutive Agreement (see 
effective date in note 17) to ratify that the Bank will have a Social Benefit Fund as a distinct fund 
separate from its general assets. The SBF is created with the exclusive purpose of granting to the 
Bank’s personnel the benefits set forth in the Charter and supplementary regulations currently existing 
or to be issued to such effect by the Bank. The Fund’s assets are held and managed separately from 
the other assets of the Bank, as a pension fund, and will be used exclusively to pay the benefits and 
expenses under the various benefit plans granted by such Fund. 
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As of December 31, 2009 and December 31, 2008, as explained in note 14.a, the Bank recorded a 
liability to SBF under certificates of deposit for a total amount of 132,777 and 129,435, respectively, 
representing most of SBF’s assets. These funds were placed in certificates issued by the Bank with the 
coupon of 7% per annum, and had an income of 8,929 and 8,909 during the fiscal years ended 
December 31, 2009 and 2008, respectively.  
 
SBF’s benefit obligations are reviewed periodically on June 30 and December 31 of each year. On 
these dates, the Bank measures these obligations. The following tables show the changes in projected 
benefits obligation, the changes in assets and the plan position as they arise from the most recent 
actuarial appraisal as of December 31, 2009 and in conformity with the criteria established by 
currently applicable laws and regulations, as well as the figures as of December 31, 2008, presented 
comparatively, if applicable. 
 
Projected benefit obligations and plan position 
 

 
December 31, 2009 

(unaudited) 
 

December 31, 2008  
Changes in the benefit obligation    
Benefit obligation at beginning of fiscal year                 132,578                   129,715  

Cost of service 2,615  3,348 
Cost of interest 8,619  8,483 
Collected contributions (*) 2,773  2,741 
Actuarial loss 1,783  303 
Paid benefits (11,309)  (12,012) 

Benefit obligation at end of fiscal year 137,059  132,578 
 
 
  

 

 

Changes in plan assets    
Value of plan assets at beginning of fiscal year 139,533  135,970 

Return on plan assets  9,578  9,542 
Employer contributions 3,412  3,645 
Plan participants contributions 1,570  1,480 
Paid benefits (11,309)  (12,012) 
Other income, net  (49)  908 

Value of plan assets at end of fiscal year 142,735  139,533 
Individual account balances (2,419)  (2,196) 
    

Plan position 3,257  4,759 
 
(*) Relates to medical benefits (see actuarial assumptions) 

 
As of December 31, 2009 and December 31, 2008, SBF’s net assets are as follows: 

 

 
December 31, 2009 

(unaudited) 
 December 31, 2008 

(audited) (*) 
Net assets    

Cash and due from banks 649  1,068 
CABEI’s certificates of deposit 132,777  129,435 
Loans to personnel 9,354  9,236 
Interests receivable 387  444 
Other accounts (payable), net (432)  (650) 

Total 142,735  139,533 
 

(*) Independent auditor’s report was issued with unqualified opinion.  
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Periodic pension cost 
 

The following table summarizes the changes in the periodic cost of projected benefits associated with 
the SBF during the fiscal years ended December 31, 2009 and 2008: 
 

 

Fiscal year ended December 31, 2009  
 

Retirement 
and 

pensions 
Life insurance Total 

Service cost  2,538 77 2,615 
Interest cost  8,139 480 8,619 
Actuarial loss  1,624 159 1,783 
Periodic cost 12,301 716 13,017 

 
 

 

Fiscal year ended December 31, 2008 
 

Retirement 
and 

pensions 
Life insurance Total 

Service cost  3,277 71 3,348 
Interest cost  8,030 453 8,483 
Actuarial (gains) / loss (1,261) 1,564 303 
Periodic cost 10,046 2,088 12,134 

 
Actuarial assumptions 
 
The actuarial assumptions used are based on financial market interest rates, past experience and 
management’s best estimate of future changes in benefits and economic conditions. Changes in these 
assumptions may have an impact on the cost of benefits and future obligations. The weighted averages 
of the actuarial assumptions used in the estimate of the benefit obligations were the following:  
 

  December 31, 2009  December 31, 2008 
Discount rate (market rate)  7 %  7 % 
Salary increase rate  5 %  5 % 
Estimated rate of return on assets  7 %  7 % 

 
The discount rate used is derived from a theoretical portfolio in which the Bank might invest its assets 
in compliance with current investment policy, consisting of bonds rated as “investment  
grade” or “AA” by the main international credit rating agencies. The annual return rate expected on 
assets reflects the return rate of the certificates of deposit that the Bank paid to the SBF as from 
January 1, 2007. 
 
Medical benefits have been considered as a defined contribution plan, for which the mathematical 
reserve is derived from the accumulated balance of the reserves for accounting purposes 
corresponding to the medical benefit plan. The treatment as a defined contribution plan is based on a 
resolution adopted by the Bank’s Board of Directors, pursuant to which the scope of the benefit is 
restricted to the annual cash and cash equivalents of SBF. 
 
Contributions 
 
It is expected that the contributions from CABEI to SBF during fiscal year 2010 will equal 
approximately 3,450. All contributions will be paid in cash. 
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Future payments of estimated benefits 
 
The following table shows the benefits that are expected to be payable during each of the next five 
years, and the aggregate benefits that are expected to be payable during the following five years, 
based upon the same assumptions that were used to determine the projected benefit obligations as of 
December 31, 2009:  
 

Year  Benefits 
   2010  9,155 
2011  10,163 
2012  10,532 
2013  10,526 
2014  10,731 
2015–2019  61,957 

 
 

(22) Accumulated other comprehensive income / (loss) 
 

Accumulated other comprehensive income / (loss) as of December 31, 2009 and December 31, 2008, 
is as follows: 

 
  December 31, 2009 

  
Cash flow hedging 

activities 
 

Securities 
 available for sale 

 
Accumulated other 

comprehensive 
income 

       

At beginning of fiscal year  (1,862)   (8,893)   (10,755) 
            

Changes in the fiscal year  (2,364)   16,142   13,778 
          

At end of fiscal year  (4,226)  7,249  3,023 
 
 

  December 31, 2008 

  
Cash flow hedging 

activities 
 

Securities 
 available for sale 

 
Accumulated other 
comprehensive loss 

       

At beginning of fiscal year  (3,193)   11,721   8,528 
            

Changes in the fiscal year  1,331   (20,614)   (19,283) 
          

At end of fiscal year  (1,862)  (8,893)  (10,755) 

 
 
(23) New accounting pronouncements 

 
In June 2009, there was a revision to the accounting standard for the consolidation of variable interest 
entities. The revision eliminates the exemption for qualifying special purpose entities, requires a new 
qualitative approach for determining whether a reporting entity should consolidate a variable interest 
entity, and changes the requirement of when to reassess whether a reporting entity should consolidate 
a variable interest entity. The standard is effective beginning on January 1, 2010 and the Bank does 
not expect the impact of the adoption to be material on the financial statements. 
 
 In January 2010, the FASB issued ASU 2010-06 that requires new disclosures related to fair value 
measurements and clarifies existing disclosure requirements about the level of disaggregation, inputs 
and valuation techniques. Specifically, reporting entities now must disclose separately the amounts of 
significant transfers in and out of Level 1 and Level 2 fair value measurements and describe the 
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reasons for the transfers. In addition, in the reconciliation for Level 3 fair value measurements, a 
reporting entity should present separately information about purchases, sales, issuances and 
settlements. This guidance will be effective for the Bank on January 1, 2010, except for the 
disclosures about purchases, sales, issuances and settlements in the reconciliation for Level 3 fair 
value measurements, which will be effective for the Bank on January 1, 2011. This guidance will not 
have a material impact on the financial statements. 

 


