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LOAN COMPL~ETION REVIEW: AI.D Loan 519 L-016' 'Credit ,Union_4Deve opment 

Achievement of Loan Purpose, 

dAhorro y.Cr'dito. de E1 Salvador (FEDECACES) (the2 Broe) wa execut
oOctober,15, 1970 T isamadeto assist~th'Broe
wTa 
 niacn
sub-loans to "Eligible Unions" torhe' fotllowi : a) relendir 

for fixed and working capital loans to small farmeis,4,artisans, inutre
and commercial enterprises; b) relendig forproa'on;ad')+
 
fiacn improvements in the offices,, 
 upmn.or maagement of theeligible unions themselves.
 

The original Terminal Commitmn an Dsuemen Date 
wre December 
31, 1973 'and June 30, 1974, respectively. However" thiese dates were 
extended to April 30, 1975 and June 30', 1975. The authorized'Loan
amount was $2,000,000 and the total- amount was 
disbursed by July 16,
1975. $817,912,was provided for production loans; $1,140,566 for consumption,

loans; and $41,522 for goods and services.
 

The purpose of the Loan was to assist' in1, inancing local currency
costs of sub-loans by FEDECACES to member unions'and therey 
to 	assist
in 	the development of a self-sustaining private cooperative federa-o

The Loan was to invo lvejiarge .numb ers -of-persons in -the reveipment
organizatio 
andamnsrto of free, voluntary associations; to \provide seed-capital to accelerate the development and'eorientation or 
an ingpriat federation -of credit ,unions*self-sustaining; 	 and to help itbecome Lto make_'credit available to rural dwellers ordinarily

witliout access to credit; and to establish a system for the formation of
capital to add to and complement present credit resources./
 

In order to assess the achievement of its purpose, two audits of
the Project were performed: one by the AreajAuditor General in December
 
,1970, 
 ariidanother in January 1974 covering the period from November 1,
* 	1970 to October 31', 1973 (No. 1-519-74-45). In addition, an independent

team (Salas/Santos) performed a study of FEDECACES' 
capability,'as did.
*the Regional Financial Analyst (RFA) in ROCAP.' 
These evaluations found 
that the baseline data in the C provAsiednc Paper (CAP) had beenLerroneous 
 and overstated, and they prvddUSAID/ES,with more realisticand accurate benchmarks against which to measure FEDECACES viabil-ity" and *. progress.
 

The (loan to FEDECACES has been relatively successfu1lin,, chievn
its purpose, e _if~bf t th e e originally ,anticipated inA the'~
CAP. the purpose of "lending to, eligible cooperatiVes6" isbig~
evidenced by the fact 'that in 1975,'a- total_o 	

s 
disbursed.,


for the variou's cooperatives considered, eligible. -Furthermore;%-FDECACES 

-A 0IAi 
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' fit: f ornthe' las t, ed' and 

hasoperateda p t h a 22t ers hpojecte& phat its 
finaci l~' viab i'li wil)l continui; erii a nd ___, 

Lwoan <TheoMn-s-	
,
 

T 
inin ve o , the' sv,- f$5h0"andtos.ot 	 atiln-' 

11. EliCon nts 	 Ds se7, V7Ljado 'e nt 


Upon termination of 	the Project, the f otloing... 	 ~~a 02naitt and,
i 11!]i~~ ~ ~ ~ ~ ~ 301-~ ''-)lodthe,,,ta,.t),Setoers';-aPreden <t-llzz-,,exsbrsemn.vcovenntswhich were written into the Loani-
 eeet 
acoding to A.I.D. criteria, becameV unnecessary and ~are tobeliinede 

-
from the Mission's monitoring scope:0.Ln 	 ,
 

A. Under Article III, Conditions Precedent to.Disbursement, all
 
sections including:
 

i) Section 3.01 	 Conditions Precedent to initial Disbursement
 
including sub-sections (a), (b), (c), (d),
 
(e), 'and (f);
 

• " covenants-adsein:"i: 
 '.,:/..,:'
L-Agreement: to nsurd"compleion' .4ii) Section 3.02 Conditions Precedent to Disbursement
:2 ~of More than $750,000; and
 

iii) Section 3.03 	 Conditions Precedent to Disbursement
 
for Technical Services. x
 

st nThe Borrower fulfilledtherequirements of Sections 3.01as 
state i Implementtion Letter No. 2reemanii3.O2?as statedin Implementa" 
tion Letter No. 8, and-Section 3.03 as stated in Implementation Letter 
N6. 13.'

'1B. Under Article IV, General Covenants and Warranties,, the following 
covenants and sections: 

i) Section 4.01 	 Execution of the Project, including Ca)
 
and (b);
 

ii) Section 4.04 Management;
 

iii) Section 4.06 	 Utilization of Goods and Services,
 
including (a) an~d (b); 

iv) Section 4.08. Commissions, Fees and.,Other 'Payments, 
v) Setinincluding (a) and -(b) ; and 
V)Scin4.10 Reports.,>~* 

The'Borrower ,has-conplied with the terms of the above sections of ~7V 
~the*Loan 'Agreement. ;.. 

http:V)Scin4.10
http:scope:0.Ln


..........
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Under Artcle 'V ecia ce nts and Warranties, he-oowing 

set )nSection 5 ___-___ 

.Secton..1)'.. ove i ( r)... '604 	 Prin c' u' 

.. The. Borrowerhas complied with the te .rmbof theve; section 
of the Loan Agreementn h bee7, mp 

D sUnder Article VI, Procurement, allcovenants and sections
 
including:
 

i) Section 6.01, 	 Procurement from Other,:Western Hemisphere-

Countries;
 

ii) Section 6.02 Procurement from Member Countries,
 
2 ' : . . . . .. . . . . . - . . . . . . . . . 

*iii) Section 6.03 Eligibility Date; ,*.. 

iv) Section 6.04 Goods and Services Not Financed:Under Loan, 

v) Section 6.05 Reasonable' Price; 

vi) Section 6.06 Shippingand Insurance'including'(a), 
(b), and (c); "' 1 

vii) Section 6.07 Notification to Potential Suppliers, and 

V viii)' Section 6.08 Information and Marking. 

The' above covenants and sections are to be eliminated since 
all Project-related procurement has been completed. ~ 4 44
 

III. Monitored Covenants 

The'Mission will continue to monitor the following covenants to, 
...... ensure that the execution of th&'Project- continue's-in- an"acceptable.....:'' 

4 
 fashion:
 

0. 	 A. Section 4.02 Funds and other Resources to.-be4 Provided by
 
3'Borrower. The Borrower shall provide promptlyl 'v
 

4 , ~~all, funds and other',resources required for the'~~~#L
 
punctual 'anueffe~ctiveCcarrying~ou f the
 

shall e -,Projt;2and 


:, 	 grbiw as raidly~.asfeasible.",1nM orinof. ,
hsj~~~i ' continue4 ,, , ,.- W 
Miso onrle Re'sources 
D.i444'444'4nt bff c'4 



B Section' 4.0 

~..................... , 

C- Section 4.07 

. 
 identifi becontin o .h BorolAalora-

€ j .n4uthepurposeoimpose e alvao ran lw
wil cei''se cotrcoso:c odt-procurement 

transa is not exempt fosu tanesAwith 
other thar Rirdeupn . ,Loan-rfunds s 
this covenant twifll'bea moit'o-d,-b,,:'hO f ice 

Disclosure of MaeilFcsadCrusacs 
The Borrower shal promptly.inform of,.us.mf 


e r s
 any factsa',circumsances hatenayo eat 
arise' that miight~materially "affect, or that-is , 

reasonabl ~bLeve might maerially affect, 

thePrjc or the dshreofthe'Borrowe'r s3 
obligations under this agreement. Reports ini
 
response to this covenant willbe monitored by. 
the Office of the Controller when received byi 

the Mission.
 

IV. Other Retained Covenants
 

The remaining covenantsgrant rights to A.I.D. and will therefore 
A- be retained. Howe'Vr, they require no.specific monitoring by the Mission. 

These covenants include the f61llowing: 

A. Section 4.03 

* 

B. Section 4.09 

Continuing Consultation. .-The Borrower artd
 
A.I.D. *agree to cooperate fully to insure that
 
the purpose of the Loan will.,be accomplished.
 
This part of the ~covenant is maintained in th'e
 
eventuality that future discussions between the
 
Borrower and A.I.D. regarding the Project are
 
necessary.
 

Maintenance and Audit of Records. The Borrower'
 
and its member credit unions shall miaintain
 
books and records relating to the',Project that, 
will show: a) receipt and use made 'of g.oods 
and services; b) nature and extent of s-Upplie'rs 
of goods; c) status of 'all'sub loans;,and 
d),progress of the Project., These records' 
shall be maintained for 'five years after the J 
date of the last Loan di .bu~r ement, (i.e. until'4 

7/16/80) or until all'sums'.due'A.' D. arepad 
whichever shall first occur.......4'~~. 

.4 ............. > . . .
 

4 



ns. ~has Ithe',right' tol~ispect 
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