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ACTION MEMORANDUM FOR THE ASSISTAIT DDMINISTRATOR (LAC)
FROM: ILAC/DR, Marshall D. Brown

Problem: Authorization of the $4.0 million SOLIDARIOS Development Fund
Grant

Discussion: The goal of the project is to improve the standard of living
of low income groups in Latin Mmexica, particularly in the rural areas,
by increasing thelyr access to capital resources through private, non-
government institutions, The project is designed to heip the Ceouncil
of Pmerican Develcpment Foundations SOLIDARLOS) provide increased
financial, managerial and technical assistance to its member founda-

’
tions for the develomnent and implementation of subprojccts benefitting
low income groups. Lubprojects will include credit programs for  small
farmers, artisans and sniaall Lusincsses, programs which cupport narketin
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and consuner activitics, and possible social projects such as community
centers and low cost houging,

The project calls specifically for: (1) the creation of a §3.55
million reoveolving credit fund to boe adninisitered by $OLIDARIOS,

from which its members can draw in orde. to implement development
projects for the beneciit of low jncome groups in their respective
countrics; (2) esteblivhment of a selli-supporting training and
technical an wher {oundations which noed
to strengthen theiy planning, acministrative, or technical cepacities
to develop and implomert local projocti; and (3) the addiition of

two staff mombers -—~ both regional loan analysis -- to strenythen
SOLIDARIOS' capabiiity to analyze the financial, cocial end cconomic
feasibility of loan applications frem npemboer foundations,

sigtonce vrogianm Sor theoe

The grant will total 54.0 million cver threoe yearvs, broken down as
follows: $3.55 million an ceed copital for the SOLTDARICS revolving
loan fund; $250,000 fon tcchnical wasictance provided by COLIDARTOSN
to member development foundaticns; and $200,000 to finance two new
SOLIDARIOS regional lean analystis for a pericd of three veards.
Because the project is a regionil project, the minimam counterpart
requirement under Section 110(a) of the AN i5 not applicuble.

The Burecau's Enviromucental Comadttec has reviewed the Initial
Environmental Examinaticn prepared in conjunction with the PP and
has concurred in the recomaendation fer a Negative Determination,

The project was not included in the FY 1978 Congressional Presentation,
although it is included in the FY 1979 CP.  An hdvice of Program Change
was preparcd and forwarded to Congress on June 14, 1978, Fifteen aays
have passed since that time and the project can now be authorized.
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The DAEC rcviewed and approved the project on July 6, 1978, with the
following modifications to the Project Paper: (1) that the criteria

to be used by SOLIDARIOS for selecting and approving loans to NDFs (national
development foundations)be set out in more detail in one section of

the PP; (2) that the scetion describing the selection criteria make
reference to the conditicn precedent which requires that NDFs make

certain improvements called for by the management survey report; (3)

that the target group itc bhe reached Ly the project be described more

fully; (4) that a more complete sumwary of +he terms of SOLIDARIOS loans

to NbFs be added to the PP; (5) that the PP describe more fully the financial
contribution NDFs arce expoected to male toward SOLIDARIOS funded sub-
projects; (6) that Anncx 41 be reviscd to include information on assistance
noi to educational institutions; exd (7) that the loy frame indicator of
preject purpose be reviscd to indicate an incrcase in SOLIDARIOS' capability
to sustain a revolving lending program,

Recommendation: That you sign the attached Project Authorization and
Request for Allotment of Munds (PAF), thercby authorizing AID/W to
negotiate and sign a roject Agreement for the SOLIDARIOS Development
Fand project.

Attachments: TAB A -~ PAP
TAR B -~ Project Paper



DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON, D.C. 205223

ASSISTANT
ADMINISTRATOR

PROJECT AUTHORIZATION AND REQUEST TOR ALLOTMENT OF FUNDS

Name of Entity: SOLIDARTIOS
Name of Project: SOLIDARIOS Development Fund
Number of Project: 598-0587

Pursuant to Part I, Chapter 1, Section 106 of the Foreign
Assistance Act of 1961, as amcnded, I hereby authorize a
Grant to SCLIDARIOS, a private, non-profit consortiunm,
incorporated in the Dominican Republic ("SOLIDARIOS"),

of not to excced One Million IFive imdred Thoucand United
States Dollors (41,500,000}, Lo help in Tinancing ccrtain
foreipgn exchange and local currency coste of goods and
services reouired for bhe nroject as described in the fol-
lowing, parapgraph. The project consiste of the establishment
of a credit fund to support national development Toundations
("NDFG") whieh are members of 30I,IDaRIOS and to previde
technical support to thesc NDF: for the development and
implementation of projects for low income groups (the
"Project").

T approve the votal level of A.I.D.-appropriated funding.
planned for thin Project of not to exceed lour Million
United States Dollars (44,000,000), all of which will be
Grant Tunded, inecluding the fundinge auvthovized above,
during the perdod FY 10978 throush BY 1980, T approve
further incroments during that period of Grant funding

up to $2,5006,000, subject to the availobility of funds in
accordance with A.I.D. allotment procedurcs.

T hercby authorizc tho initiation of nerotiation and
exccution of the Froject frpreement by the off'cer to whom
such authority has been delepated in accordance with A.L.D.
repgulations and Delesations of puthority, subject to the
following essential terms and covenants and major conditions,
together with such other terms and conditions as A.I.D. may
decm appropriate:
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A. Source and Origih of Goods and Scrvices

Except for ocean shipping, goods and services
financed by A.I1.D. under the Project shall have thelr source
and oripgin as permitted by Chapter 16Blc(H4)(a) of Supplement

"B to A.I.D. Handbook 1, except as A.I.D. may otherwise agree
in writing. Ocean shipping financed under the Grant shall
be procured in the United States.

B. Conditions Preccedent to Initial Disbursement

Prior to any disbursemcnt, or the issuance of any _
commitment documents under the Project Agrecment, SOLIDARTON
shall furnish in form and substance satisfactory to A.I.D.:

1. a certificd copy of the corporate charter and
by-laws of SOLIDARIOZ, duly authorized by the SOLIDARIOS
Executive Board. .

2. a certificd copy of the operating policies,
procedures, and standards of SOLIDARIOS, which shall includao:

a. SOLIDARIOS' Credit policy, including:

(1) the proccdures to be rollowed for the
objective and cemprehensive revicw and
authorization of all activities to be
financed by SOLIDARTOS from the proceeds
of the Gront, to ansure that such pro-
posed activitics are economically jun-
tified, technically sound, and will
have the dosired impact on the agreed
upon tarvget group of beneficiaries

"(ii) a plan for periodic audit of sub-lcans
made by SOLIDAKIOS

(iii) the standards and procedures to be Tol-
lowed in providing technical assistance
to moember HNDES.

b. The first quarterly implementation plan Tor
the Development Fund of SOLIDARIOSL.

¢. The plun of SOLIDARIOS for rcceruiting and as-
sipning two new analysts, including job de-
scriptions.
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d. A statement that, unless otherwise agreed
py A.I.D., all loans ide Dby SOLIDARIOS
with A.I.D. funds shall be subloaned by
WDPFs directly to the target groups.

C. Other Conditions

Prior to any disbursement, or the issuvance of any
commitment documents under the Project Agreement, to finance
individual credit programs, other than the Iundacion del
centavo of Guatemala, Mundc of Hicarapua, DD of the
Dominican Republic, and FMDR of Mexico:

1. "The SOLIDARIOS manazpgement curvey team shall have
completed an evaluation, togcether with rocommendations for
improving periormanc L the HOP reqguenting lonn support from
SOLIDARIOS, and shall havce cubnt bted o roport of thelr find-
ings to such 1D and to SOLIDARIOSS

5.  The MDF shall have taken positive sction on the
recommendations vet forth in the SOLIDNARIOL survey team's
report; ’

3. 'The NDIF and SOLIDARIOS shall furnish cvidence
satisfactory to A.I.D. of the institutionsl capielity of such
NDFF to absorb the additional level of funding reguestea arnd
to manage cffectively an expanded progran.

D. Covenants

Except as A.T.D. chall otherwise agree in writing,
SOLIDARIOS shall covenant that:

1. It will charge a 5% intercat rate to the NDI's
for loans made from the proceeds of the Grant.

2. No more than $550,000 of the Grant will be
distributed to any onc DI

3. It will submit a quarterly progress report,
beginning the second guarter of the Project period, detailing
progress in jmplementing the preceding quurtcr'g plan of
operations and providing thec following informntlon for cach
of the subloans approved: HOF reciplent, copy ol requcst
with details of {Larget group, expected impact and loan Lorms,
and copy of SOLIDARLOS staflf findings and recommendations Lo
Executive Committee.
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