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Background
 

This report presents the results of a limited scope compliance review of

USAID/El Salvador's exchange rate practices. In -those countries where
 
AID provides assistance authorized under the Foreign Assistance Act and
 
predecessor legislation, the Agency has negotiated Bilateral 
 Agreements

with host governments regulating the conditions under which AID operates

in the recipient nations. According to the Regional Legal Advisor/Costa

Rica, such documents are considered international agreements and their
 
provisions supersede the jurisdiction and effect of local law or

regulation. One 
 provision commonly found in AID Bilateral Agreement3 has
 
to do with the rate of exchange to be used when dollars appropriated to
 
AID by Congress are brought into recipient countries to finance AID
 
projects there. In the case of El Salvador, Article V of the General
 
Agreement for Economic, Technical and Related Assistance between the
 
Government of El Salvador and the Government of the United States 
of
 
America, dated January 16, 1962, reads as follows:
 

Funds used for purposes of furnishing assistance hereunder
 
shall be convertible into currency of El Salvador at the
 
rate providing the largest number of units of such
 
currency per U.S. dollar which, at the 
 time conversion is
 
made, is not unlawful in El Salvador.
 

Further, AID Handbook 3, Appeidix 6B-18 states that:
 

"The 'Rate of Exchange' Section 7.4/8.4 is based on ProAg

standard provision L. The 'except' clause will not be
 
used if there is no SLC in Sec. 7.2/8.2, of course. Omit
 
the section if Agreement is for Foreign Exchange Costs 
only. (The formulation of 'highest rate . . . which . 
is not unlawful' is used rather than 'highest legal rate' 
because the latter formulation in some countries may be 
equated with 'highest official rate.' The 'official
 
rate,' in such country, may be lower than, e.g.,
 
prevailing and lawful business rate:) . .
.
 

Objectivesand Scope
 

The Office of the Regional Inspector General for Audit/Tegucigalpa

(RIG/A/T) performed limited review USAID/EI
a scope of 	 Salvador's
 
practice of charging the official rate of exchange for its local currency
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(colones) disbursements as opposed to the more favorable parallel rate
 
under its government-to-government projects. This review covered the
 
period from August 9, 1982 through January 21, 1986. It was made in
 
October/November 1985 and also in January 1986 (see Exhibit 1 for an
 
exchange of correspondence between RIG/A/T and USAID/El Salvador on this
 
issue).
 

Results of Review
 

Our review showed that, although the Government of El Salvador instituted 
an officially sanctioned "parallel" exchange rate on August 9, 1982, 
USAID/El Salvador continued to charge AID dollars used for local currency 
costs of bilateral projects at the "official" rate of US$1.00 = 2.50 
Salvadoran colones. At the time the "parallel" rate was established, the 
exchange rate for dollars went to $1.00 - C.3.80. By August 1985, the 
"parallel" rate was $1.00 = C.4.85. During the three years since the 
establishment of the "parallel" rate, USAID/El Salvador charged $88.4 
million at the "official" (1-to-2.50) rate. 

The records of the U.S. Embassy Budget and Fiscal Officer disclosed that
 
$88.4 million in prepositioned checks had been exchanged on AID's behalf
 
by the Embassy Disbursing Officer at the "official" (l-to-2.50) rate
 
since creation of the "parallel" exchange market in August 1982 through
 
mid-August 1985. Thus, AID charged its projects $88.4 million at the
 
"official" rate when only $56 million at the "parallel" rate would have
 
sufficed. As a result, USAID/El Salvador's decision to continue using
 
the "official" rate, when it had the right to obtain local currency at
 
the higher "parallel" rate, cost the U.S. Government $32.4 million over
 
the last three years (see Exhibit 2 for details). However, USAID/El
 
Salvqudor believed it was justified in using the official rate (see
 
Exhibit 1).
 

This situation arose because, when the parallel rate of exchange came
 
into being, the then USAID Director felt there were good economic reasons
 
uhy AID should not use the more favorable exchange rate. He put those
 
reasons in a telegram (82 San Salvador 7318, Exhibit 3) and notified
 
AID/Washington that he planned to continue using the lower "official"
 
exchange rate. We were unable to find in the record of these proceedings
 
any indication that AID/Washington replied to or even commented upon that
 
message.
 

Aonflicting Legal Opinions: Included in the former Director's telegram 
was a reference to certain consultations with the cognizant AID regional 
legal adviser (RIA) who later provided a memo to support the former 
Director's decision to continue using the less favorable exchange rate. 
That memo, which effectively conceded to the Government of El Salvador 
(GOES) the right to determine what exchange rate was applicable to AID 
transactions, was contradicted to a certain-extent more than two years 
later by the next RLA. (Both memoranda are appended* to this report as 
Exhibit 4.) The second opinion drew a distinction between the deposit of 
local currency by the GOES in connection with the Mission's large 
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economic stabilization (cash transfur) program, and the excharge of AID
 
dollars for local currency costs under its project activities. In the
 
case of cash transfers, the current RLA held that the equivalent amount
 
to be deposited in local currency did not constitute an "exchange" of
 
dollars per se and therefore fell outside the scope of the AID Bilateral
 
Agreement. In other words, the opinion held that the amount of such
 
deposits was completely negotiable with the GOES. With respect to the
 
exchange of dollars for local currency expenses under AID projects,

however, the second opinion, while acknowledging the position the
 
preceding RLA had taken in this matter, came to just the opposite
 
conclusion. That is, the current RLA believes that AID should obtain the
 
most favorable rate for such exchanges.
 

We are quite concerned over this wide divergence between the opinions and
 
the fact that neither opinion was apparently sent to AID/Washington for
 
review before or after it was delivered to USAID/EI Salvador. It appears
 
from the record that no office in AID/Washington was consulted about the
 
opinions on this significant policy issue or interpretation.
 

Our own view of this matter is that both the language and intent of the
 
standard exchange provisions found in AID Bilateral Agreements worldwide
 
are quite clear. The intent of those provisions, in our opinion, is that
 
AID, in its donor role, should determine what rate of exchange is to be
 
used when resources appropriated by the Congress for foreign assistance
 
purposes are converted into local currencies of recipient nations. These
 
provisions are rooted in U.S. Treasury policy and regulations and are
 
repeated in AID Handbook 3, Chapter 6, providing guidance for the
 
preparation of AID loan and grant project agreements, which are also to
 
contain the same provisions. We further view it to be a matter of
 
fundamental importance that AID maintain and assert its right to
 
determine the appropriate rate of exchange whenever the Agency has
 
occasion to do so (regardless of what the final rate, equivalent deposit
 
amount, amount of commodity sales proceeds, etc. ultimately turns out to
 
be, depending on the nature of the AID resource transfer).
 

In consequence, we find ourselves opposed to the position taken by the
 
former RLA (first opinion) in this matter because its effect was to
 
relinquish control over the exchange process to the interpretation of
 
local law or regulation by local officials. We would therefore concur
 
with the interpretation of the second RLA, at least insofar as that
 
opinion holds that the provisions of AID Bilateral Agreements supersede

6the jurisdiction of local laws.
 

Mission's Position Unchanged: Notwithstanding the second "opinion"

issued in February 1985, USAID/El Salvador continued to charge dollars
 
for local currency costs under its Development Assistance funded projects
 
at the lower exchange rate. Between March and August 1985, USAID/El

Salvador incurred an opportunity cost of abopt.$3.. million by continuing
 
to use the official exchange rate.
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In August 1985, however, the Embassy Budget and Fiscal Officer, acting
 
upon instructions from the Departments of State and Treasury (see Exhibit
 
5), began exchanging prepositioned Treasury checks with a Salvadoran
 
commercial bank at the parallel rate instead of with the GOES Central
 
Bank at the official rate. It was some time before USAID/El Salvador
 
learned of this change in procedure, but when it did, we were advised by

the Mission that it continued to oppose using the more favorable rate,

and would seek to have joint State/Treasury instructions to the Embassy

Budget and Fiscal Officer reversed.
 

As of November 15, 1985, USAID/E1 Salvador had not advised the GOES of 
the change in exchange procedures. The GOES would not necessarily detect
 
immediately that such a change had occured. All U.S. Government funds
 
brought into El Salvador for local currency exchange purposes are
 
exchanged by the Embassy Budget and Fiscal officer at a commercial bank
 
and the proceeds deposited into one of two commingled local currency
 
accounts at the same bank.
 

Exchange Rate Unified: Effective January 22, 1986 the GOES eliminated
 
the parallel rate and made the official exchange rate for dollar-colon
 
transactions US$1.00 = 5 Salvadoran colons. Although this resolved the
 
continuing exchange rate problem, there remains to be resolved the
 
problem caused by USAID/E1 Salvador's charges for local currency project
 
costs at the prior official rate ($1 = 2.5 colons) during the period

after the Embassy Budget and Fiscal Officer had discontinued making

exchanges at that rate in accordance with State/Treasury instructions to
 
him (29 July 1985 - 21 January 1986).
 

In order to address this issue, we briefly renewed atidit fieldwork late
 
in January 1986 at USAID/El Salvador and at the offices of the Department

of State's Regional Administrative Management Center (RAMC) in Mexico
 
City, where the Regional Disbursing Officer for several AID Missions in
 
the area, including El Salvador, is located. We determined that between
 
late July 1985 and late January 1986 USAID/El Salvador had charged about
 
$30 million to its projects for local currency costs at the 2.5 colons 
=
 
$1 rate. Of course, the GOES did not receive that amount of dollars
 
because the Embassy Budget and Fiscal Officer had discontinued cashing

prepositioned U.S. Treasury dollar checks at the GOES Central Bank.
 
Instead, he cashed them at a commercial bank at the higher (4.85 = $1)

parallel rate for all U.S. Government entities' transactions including

AID's. We estimated that only about $15.5 million in prepositioned

,Treasury checks were cashed to cover AID's local currency requirements

during the above period. We verified at RAMC/Mexico that, since assuming

disbursement functions for USAID/EL Salvador in November 1985, the
 
Regional Disbursing Office had recorded AID's charges at the rate used by

the Mission (2.5 = $1), despite the fact that Salvadoran currency was
 
actually being generated at almost twice that rate (4.85 = $1).
 

We were advised by the Embassy Budget and Fiscal Officer that no surplus

local currency was generated because he exchanged only enough dollars to
 
cover local currency requirements. This was also verified during our
 
visit to RAMC/Mexico.
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This situation contains two serious adverse impacts on USAID/E1

Salvador. First, the U S. Treasury has charged AID's appropriations
 
about $14.5 million too mucn for local currency project costs for the
 
period in question because AID insisted on booking its costs at the lower
 
official rate even though that rate was no longer in use by

State/Treasury representatives. And second, USAID Controller reports to
 
AID/W will incorrectly reflect those overcharges which effectively
 
deauthorize the Mission's projects by a like amount. In other words,
 
USAID/EI Salvador's desire to assist the GOES by continuing to use the
 
lower official rate will, unless corrected, have just the opposite effect.
 

As a result, we are making the following:
 

Recommendation No. 1
 

In order to avoid AID's being overcharged by the U.S. Treasury with
 
respect to the incorrectly computed dollar cost of local currency charges

made to USAID/El Salvador projects during the period 29 July 1985 through
 
21 January 1986, we recommend that USAID/El Salvador:
 

(a) revise its dollar charges for local currency costs during the above
 
period;
 

(b) notify RAMC/Mexico and the Washington disbursing center as to which
 
revisions pertain to each disbursing Gffice and request that the
 
corresponding charges to AID's appropriations be corrected to reflect the
 
amount of actual dollar costs incurred; and
 

(c) review and revise its reports to the AID/Washington Controller so as
 
to reflect the actual status of project disbursements under each project.
 

We have been advised by USAID/El Salvador that they concur in the above
 
reccmmendation and have proceeded to implement same. As soon as we are
 
notified that the Mission's corrective action has been completed, we
 
shall close the recommendation.
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EXHIBIT I
 

Exchange of Correspondence between RIG/A/T

and USAID/El Salvador on the Subject


of the Mission's Exchange Rate Practices
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EXHIBIT 1 

October 3, 1985
 

Mr. Itbbin O.mz 
Director
 
USAID/El Salvador
 
San Salvador
 

Dear Mr. Gnrbez: 

I understand from Audit Manager Wward Stonebrook that, as a result of 
his initial inquiries into the management of the Health Systems 
Vitalization Project at your Mission, he has learned that appropriated
 
dollars being used to fund that activity are being converted at the 
"official" rate of 2.5 Salvadoran colones to the US dollar. Further 
inquiry has revealed that this practice is prevalent for all dollar 
exchanges in yr.ur Mission for pro3ects with the Government of El 
Salvador. In light of the fact that uniform provisions worldwide in AID 
Bilateral Agreements (which I am given to understand are regarded as 
treaty commitments by our government) and standard loan and grant
 
agreement language provide that dollars expended under AID projects be
 
exdhanged at the highest available rate that is not unlawful in the 
recipient nation, I find myself constrained to pose the following
 
questions.
 

Insofar as you can determine:
 

A) How long bas USAID/El Salvador been exchanging AID dollars under 
its projects at less than the most favorable rate that is not unlawful in 
that country? (I understand from Mr. Stonebrook that the "parallel" 
excharge rate currently stands at 4.85 colones to the US dollar.) 

B) What were the program and policy considerations supporting the 
decision to accept the "official" dollar-colon exchange rate conversion? 

C) How were the cost implications of accepting the "official"
 
exdharge rate estimated and factored into that decision? IH> long are 
yru prepared to "stay the course" in accepting this rate in view of the 
continuing deterioration in tht dollar-colon exc-ange rate? 

D) What, if any, negotiations have taken place with the GOES on
 
this issue and at what levels? Ihve such negotiations resulted in
 
modifications to existing agreements or to standard agreement language? 
Are further negotiations contemplated?
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E) MIat consultations took place concerning acceptance of the
"official" 
exchar-ge rate with AID/4ashington or others, and what were the
results of those contacts? 

F) What documentation exists to support any or all of the item 
mentioned above? 

G) In your view, what precedent does the decision to accept"official" exchange rate conversion establish for current and future AID
projects in El Salvador? 

H) Why are dollars converted at the parallel exchange rate forprojects with private agencies and at the official rate far Xjects withpublic agencies? A 

Fred Kalhammer and/or I plan to come over to El Salvador in the near
future. At time ofthe tnat visit we would like to discuss these matterswith you further and receive your written replies to the questions posed 
aoove.
 

Thank you for your attention to this matter. 

Sincerely, 

(binage N. (bthard
Fegional IG for A dit 



AGENCY FOR INTERNATIONAL DEVELOPMENT 

UNITED STATES OF AMERICA A I D MISSION 

TO EL SALVADOR 
C/O AMERICAN EMBASSY. 

LAN SALVADOR. EL SALVADOR, C A 
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November 15, 1985 

Mr. Coinage N. Gothard
 
Regional Inspector General For Audit
 
American Embassy
 
Tegucigalps, Honduras
 

Dear Mr. Gothard:
 

Your letter of October 3, 1985 raises issues that this Mission has been

debating internally for over a year. 
The issues involved in the application
of a multiple exchange rate regime to differing forms of A.I.D. assistance
 
are complex ones; legal, economic, and financial management questions, both
A.I.D.'s and the host country's, are intertwined. In El Salvador, because

of the size of the A:I.D. program in relation to the local economy and

because of the multiplicity of U.S.G. objectives here, the issues and their
 
consequences are magnified and the Agency must be especially careful in

weighing the consequences of its 
course of action. Prior to responding to
 
your letter's specific questions I would like to lay out, 
as we see them,

the legal aspects of the exchange rate question, the economic and financial
 
management issues involved, as well as 
the policy prescription which we
 
believe will resolve .the matter.
 

Legal Iesues
 

The Mission is of t ,eopinion that the legal issues surrounding the exchange

rate questions are not clear cut ones. Until early this year, we were
working with a 
legal opinion (which we understand has been preponderant in

the Agency for the last eighteen years) that language in both our bilateral

and project agreements referring to the "highest rate which is 
not illegal"

applied to classes and types of transactions legally permitted by the host
 
country when in
a multiple exchange rate situation. In El Salvador,

official debt is contracted and repaid at the official 
rate of exchange.

Earlier this year, we asked for and received a somewhat different

interpretation from our Regional Legal Advisor. 
 This opinion, which may not

be fully sustained upon review, focuses principally upon rates of exchange

involved in non-project and PL-480 assistance and only refers in passing to
 
project assistance. The opinion differentlates between different

permissible rates of exchange according to forms'of A.I.D. assistance, but
 
does not draw logical consequences back to our overall Bilateral Agreement

which presumably governs all forms of A.I.D. assistance except, perhaps,

PL-480. It is our understanding that the General Counsel's Office Is Dow
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looking into these differing opinions and may soon resolve those differences
 
in interpretations. In any came, we view the legal issues, which were once
 
clear, as having become less clear at the present time.
 

1cononic Policy and A.I.D. Proran StrateKy Issues
 

The approved A.I.D. program strategy in E1 Salvador, with which all our
 
programs and projects should be consistent, involve four objectives: (1)
 
econonic stabilization, (2) economic recovery, (3) broadening the benefits
 
of growth, and (4) atrengthening democratic institutions. These objectives
 
derive directly from the NBCCA program which has been mandated by both the
 
Executive and Legislative branches of our Government. The first of these
 
objectives is a priority one because the achievement of the latter three
 
depends on the attainment of the first. That is the reason why the bulk
 
(75%) of our A.I.D. Project and Non-Project assistance is at present tied to
 
that objective. The fact that there is a war going on here in E) Salvador
 
makes the attainment of at least a minimum of economic stability doubly
 
important.
 

In order to accomplish the economic stabilization objective, we are
 
attempting to help the GOES accelerate the rate of growth of GDP, assist it
 
in bringing the fiscal and balance of payments needs in line with the
 
resources available to finance them, and restrain the rate of inflation
 
through both fiscal and monetary measures. If these policies and the war go
 
well, we hope to be able eventually to eliminate the need for compensatory
 
balance of payments financing that is costing the USG several hundreds of
 
million dollars a year now.
 

The need for economic stabilization has strongly influenced our decision to
 
continue to use the official exchange rate (£2.5 to the U.S. Dollar) for
 
converting local currency under our bilateral project assistance. 7he
 
Salvadoran economy is an open economy so that its performance depends
 
strongly on its capacity to import. With the precipitous "decline in
 
Salvadoran export earnings since 1979, it is necessary to provide
 
significant amounts of foreign exchange to maintain imports and stabilize
 
the economy. An economic analysis done in July, 1985 indicated, for
 
exam;le, that using an exchange rate of C4.0 would result in a reduction
 
of dollar disbursements of approximately 37.5% with a resultant reduction in
 
the rate of growth of about 1.4 percentage points (i.e. a projected growth
 
rate of 2.5% would be reduced to 1.1%). Based on revised current estimates
 
'of disbursements and an exchange rate of £4.85 the reduction in the rate
 
of growth is now estimated to be .71 percentage points. Such a negative
 
effect on growth would be contrary to o'r overall economic stabilization
 
strategy. We have therefore designed our projects to achieve both, project
 
objectives and our program objectives utilizing the official exchange rate.
 
Furthermore, it is doubtful that the objectivqs.of our. individual projects,
 
be they in agrarian reform, displaced persons, health, or industrial
 

http:objectivqs.of
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recovery, could be achieved In the absence of a stable and, eventually, a
 
&rowing economy. Our project assistance is of such a nature that project
 
objectives will not be achieved in the absence of economic stability and
 
growth, or that even if individual project objectives were achieved, it
 
would not mean much. Both our project objectives and our broader program
 
objectives must be met if v are to be successful in El Salvador.
 

Financial lanaement Issues
 

A.I.D.'s financial presencc in El Salvador is so large that project
 
assistance exchange rate issues, in the absence of a coherent policy to deal
 
with them, could cause significant adverse consequences in the overall
 
management of El Salvedor's finances and the financial relationships between
 
the GOES and its Central Bank. Disbursing millions of dollars of project
 
assistance at an exchange rate twice ab high as the rate at which the
 
government is entitled to buy dollars for debt service (i.e., the official
 
2.5 rate) would not only result in a great windfall to the GOFS treasury
 
(and relax incentives for fiscal discipline) but could also result in
 
exchange losses to the Central Bank (which would directly expand the
 
monetary supply and inflation).
 

Policy Prescriptions
 

A.I.D. has been pushing exchange rate unification for some time in El
 
Salvador. We believe that this will soon be achieved and that the matter of
 
differing rates of exchange applying to different forms of A.I.D. assistance
 
will soon be a moot one. We are presently engaged in the process of careful
 
analysis of project portfolio in order to attempt to restructure it so that
 
the higher unified exchange rate will have a minimum impact on overall
 
economic stabilization objectives. Clearly, this process should be orderly
 
and well thought out; both project and overall program objectives should be
 
taken into account. To not do so could result in the USG shooting itself in
 
the foot here in El Salvador.
 

We believe thet that is happening here already due to a State-Treasury
 
decision to force our Embassy MYF Officer to get the "highest legal rate
 
obtainable" on all USG "currency exchanges". We, however, are supposed to
 
be lending/granting dollars, not colones (the GOES can print all of these
 
they desire). We intend to appeal the State-Tressury decision, which at
 
first glance may appear to be "saving the taxpayers' money" but which we
 
believe that if irrationally applied to A.I.D. disbursements could in fact
 
end up costing considerably more in that more compensatory balance of
 
payments financing would be eventually required.
 

With regard to your specific questions, the following are our responses:
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a) The parallel market rate bas been in effect since August of 1982.
 

The following were the parallel rates:
 

8/17/82 3.50
 
3.10
9/1/82 

4.00
9/23/82 

3.90
11/12/82 

3.80
11115182 

3.75
12/16/82 

3.74
2/1/83 

3.90
2/8/83 

3.95
6/21/8' 

3.85
2/7/84 

3.95
4/30/84 

4.00
12/7/84 

4.05
3/18/85 

4.50
6/17/85 

4.53
7/8/85 

4.63
7/23/85 

4.70
7/30/85 

4.80
8/13/85 

4.85
8/19/85 


b) The answer to this question is set forth above.
 

the first part of this question, I am attaching a
c) For the answer to 

copy of the latest analysis prepared by the Mission Economist. The
 

answer to the second part is that we anticipate that the GOES will go to
 

a unified rate by the end of this year, thus obviating the problem. In
 

the meantime we are reviewing our projects to assess the implications of
 

a higher unified exchange rate and considering the possibility of an
 

earlier utilization of the parallel rate.
 

d) No formal negotiations on the issue have taken place with the GOES
 

although the question has been broached with the President of the
 

Central Bank. No agreements have been modified.
 

e) There have been no formal consultations with AIDIW concerning this
 

subject. There have, however, been informal discussions regarding the
 

program conseguences of differing legal opinions. Furthermore, all
 

project proposals have been justified at the "official" exchange rate.
 

f) All documentation mentioned above has been attached.
 

g) We do not think that any precedent has been established. The subject
 

has been discussed informally with both QOSS Ministry of Planning
 

officials and with the Central Bank President, 'As indicated above the
 

GOES is expected to move toward a unified exchange rate in the near
 

future. Thus even if a precedent were perceived, the effect would be
 

null and void once the unified exchange rate is in place.
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h) Private agencies are not subject to GOES official capital flow laws
 
and regulations and thus questions of appropriate legal exchange rates
 
do not arise. In any 
case the amounts involved are not significant in
 
terms of overall economic effect. We are, however, about to face
 
exchange risk problems with private sector borrowers in which A.I.D.
 
repayment is guaranteed but serious institutional survival or Central
 
Bank exchange guarantee questions may arise.
 

As you can gather from the above, the overall ramifications of changes in
 
the differing exchange rates relating to different A.I.D. assistance
 
programs and the effects on the economy of El Salvador, as well aj the
 
effects on the attainment of our project and macro-economic ob ctives are
 
Dot simple or clear cut. We welcome your interest-in this matter and your

forthcoming visit to discuss this complex subject more 
fully.
 

Sincerely,
 

Robin Gomez
 
Director
 

cc:Gail Lecce:RLA
 
Thomas Stukel:LAC/CEN
 
Irwin Levy:LAC/DR
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absorptive capacity constraint, and that scale-up would not further 
burden the already strained Slvadran Goernment budget. Seocnd, AID 
oculd pick up a larger share of the lcal currency costs of projects 
9-ose scale is und-anged. This woild have the merit of reducing the 

strain on the Government's budget, althoug it may run into 
constraints on - of the Government tothe minijrm ontribtior 

develope t projects funded with U.S. ecocxrmic assistane. Third, we 
could dhange the oerall balance of the program, putting more dollar 
funds into ESF cash transfer and into projects that lend themselves to 
scale up cr to our pickng up a larger share of local currency osts. 

A sensible approach prt.bly would iolve soe mix of all three of 
these options, an5 perhaps soe others that I have not thought of. To 
proceed, we need to go project by project and examine the 
cpprtundties for and corstraints on scale up and/or picking up a 
larger share of local currerncy cost. 

If I am correct in my perception of the problem and if a detailed 

analysis of the options is now in order, I would be hapy to carry on., 

~ - / /rq f' 

It~d 

1AW 
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USAID/EI Salvador Disbursements Made arl Costs
 

Incurred at the Official Exchange Rate
 

$ Amount I Amount 
Disbursed at Required at $ Cost of Using Parallel
 

Period of 'Official' 'Parallel' 
 'Official' vs. Exchange

Disbursements Rate I/ 
 Rate 'Parallel' Rate Rate
 
------- i--------------------------------------------------------------

September 1982 $200,000.00 $131,578.95 $68,421.05 3.80 
September 1982 $500,000.00 $328,947.37 $171,052.63 3.80 
September 1982 $200,000.00 $125,000.00 $75,000.00 4.00 
October 1982 $100,000.00 $62,500.00 $31,500.00 4.00 
October 1982 $100,000.00 $62,500.00 $37,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $IB7,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 19B2 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $IB7,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $IB7,500.00 4.00 
October 1982 1500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
October 1982 $250,000.00 $156,250.00 $93,750.00 4.00 
October 19B2 $250,000.00 $156,250.00 $93,750.00 4.00 
October 1982 $250,000.00 $156,250.00 $93,750.00 4.00 
October 1982 $250,000.00 $156,250.00 $93,750.00 4.00 
October 1982 $500,000.00 $312500.00 $187,500.00 4.00 
November 1982 $200,000.00 V1259000.00 $75,000.00 4.00 
November 1982 $100,00 .00 $62,500.00 $37,500.00 4.00 
,ovember 1982 $IC0,000.00 $62,500.00 $37,500.00 4.00 
November 1982 $100,000.00 $62,500.00 $37,500.00 4.00 
Novenber 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
November 1982 $500,000.00 $312,500.00 $187,500.00 4.00 
November 1982 $200,000.00 $131,578.95 $68,421.05 3.80 

I/AID prepositioned checks converted at the Official exchange rate of 2.50 colones to $1.00
 
by the Embassy's Budget and Fiscal Officer to satisfy AID local currency requirements for
 
projects with the public sector.
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December 1982 100,O00.OO $66,666.67 $33,333.33 3.75December 1982 1500,000.00 1333,333.33 $166,666.67 
 3.75

December 1982 8500,000.00 $333,333.33 $166,666.67

December 
 1982 1500,o00.00 $333,333.33 

3.75
 
$166,666.67 3.75
December 1982 $500,000.00 !333,333.33 
 6166,666.67 3.75
December 1982 8500,000.00 $333,333.33 $166,666.67 
 3.75
December 1982 
 1500,000.00 $333,333.33 1166,666.67


December 1982 8100,000.00 $66,666.67 
3.75
 

$33,333.33 3.75

December 1982 $200,000.00 S133,333.33 
 $66,666.67 3.75
December 1982 $500,000.00 8333,333.33 $166,666.67 3.75

December 1982 1500,000.O0 6333,333.33 
 1166,666.67 3.75
December 19B2 $500,000.00 $333,333.33 8166,666.67 
 3.75
December 1982 
 $500,000.00 $333,333.33 $166,666.67 3.75

De:ember 1982 
 8500,000.00 $333,333.33 $166,666.67 
 3.75
December 19B2 
 6500,000.00 $333,333.33 1166,666.67 
 3.75
December 1982 6500,000.00 8333,333.33 
 $166,666.67 3.75
December 1982 $500,000.00 $333,333.33 $166,666.67 3.75
December 1982 $500,000.00 1333,333.33 $166,o66.67 3.75
January 1983 
 S100,000.00 $66,666.67 $33,333.33

January 1983 S100,000.00 866,666.67 

3.75
 
$33,333.33 3.75
January 1983 $100,001.00 $66,666.67 
 $33,333.33 3.75
February 1983 $200,000.00 $133,689.84 $66,310.16 3.74
February 1983 $200,000.00 812B,205.13 $71,794.87 
 3.90
February 1983 
 $500,000.00 $334,224.60 $165,775.40 
 3.74
February 1983 
 $50 000.00 $320,512.82 8179,487.18 3.90
February 1983 S500,000.00 $3209512.82 
 6179,487.18 3.90
February 1983 8100,000.00 866,844.92 833,155.0B 3.74
February 1983 $100,000.00 $66,844.92 
 833,155.08 3.74
Febtuary 1983 
 $500,000.00 S320,512.32 $179,487.1B


February 1983 $500,000.00 $320,512.B2 
3.90
 

S179,407.18 3.90
February 19V3 6500,000.00 $3201 512.82 
 $179,487.18 3.90

February 1983 $500,000.00 $320,512.82 
 $179,487.1B 3.90
February 1983 $500,000.00 $320,512.82 $179,48?. IB 3.90February 1983 S500,000.00 $32t,512.82 8179,487.16 3.90 
Marxh 19B7 $200,000.00 $12B,205.13 $71,794.87
Mnrrch 19B3 8100,000.00 $64,102.56 

3.90 
835,897.44 3.90


"arch 198 $100,00o.00 $64,102.56 
 $35,897.44 3.90"arch 1983 $200,000.00 6128,25.13 $71,794.87 3.90"arch 1983 $500,000.00 $320t512.62 $179,47.18 
 3.90
match 1983 
 $500,000.00 $320,512.82 6179,487.18
Aprl 1983 $100,000.00 

3.90 
$64,102.56 . $15p897.44 3.90April 19B3 6500,000.00 $320,512.82 $179,467.18 3.90April 1983 
 $500,000.00 $320t512.82 
 $179,487.18 3.90
April 1983 $100,000.00 $64,102.56 $35,897.44 
 3.90
April 1983 
 $100,000.00 $64,102.56 835,897.44 
 3.90
 

http:835,897.44
http:64,102.56
http:100,000.00
http:35,897.44
http:64,102.56
http:100,000.00
http:179,487.18
http:320t512.82
http:500,000.00
http:179,467.18
http:320,512.82
http:6500,000.00
http:15p897.44
http:64,102.56
http:100,000.00
http:6179,487.18
http:320,512.82
http:500,000.00
http:179,47.18
http:320t512.62
http:500,000.00
http:71,794.87
http:6128,25.13
http:200,000.00
http:35,897.44
http:64,102.56
http:100,00o.00
http:835,897.44
http:64,102.56
http:8100,000.00
http:71,794.87
http:12B,205.13
http:200,000.00
http:8179,487.16
http:32t,512.82
http:S500,000.00
http:320,512.82
http:500,000.00
http:179,487.1B
http:320,512.82
http:500,000.00
http:179,487.18
http:6500,000.00
http:S179,407.18
http:320,512.B2
http:500,000.00
http:179,487.1B
http:S320,512.32
http:500,000.00
http:833,155.08
http:66,844.92
http:100,000.00
http:833,155.0B
http:866,844.92
http:8100,000.00
http:6179,487.18
http:3209512.82
http:S500,000.00
http:8179,487.18
http:320,512.82
http:165,775.40
http:334,224.60
http:500,000.00
http:71,794.87
http:812B,205.13
http:200,000.00
http:66,310.16
http:133,689.84
http:200,000.00
http:33,333.33
http:66,666.67
http:100,001.00
http:33,333.33
http:866,666.67
http:S100,000.00
http:33,333.33
http:66,666.67
http:S100,000.00
http:166,o66.67
http:1333,333.33
http:500,000.00
http:166,666.67
http:333,333.33
http:500,000.00
http:166,666.67
http:8333,333.33
http:6500,000.00
http:1166,666.67
http:333,333.33
http:6500,000.00
http:166,666.67
http:333,333.33
http:8500,000.00
http:166,666.67
http:333,333.33
http:500,000.00
http:8166,666.67
http:333,333.33
http:500,000.00
http:1166,666.67
http:6333,333.33
http:1500,000.O0
http:166,666.67
http:8333,333.33
http:500,000.00
http:66,666.67
http:S133,333.33
http:200,000.00
http:33,333.33
http:66,666.67
http:8100,000.00
http:1166,666.67
http:333,333.33
http:1500,000.00
http:166,666.67
http:333,333.33
http:8500,000.00
http:6166,666.67
http:333,333.33
http:500,000.00
http:166,666.67
http:333,333.33
http:1500,o00.00
http:166,666.67
http:333,333.33
http:8500,000.00
http:166,666.67
http:1333,333.33
http:1500,000.00
http:33,333.33
http:66,666.67
http:100,O00.OO
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April 1983 
 $100,000.00 
 $64,102.56 
 $35,897.44
may 1983 	 3.90
$500,000.00 6320,512.82 
 6179,487.18 3.90
 
may 1983 6100,000.00 $64,102.56 $35,897.44 
 3.90
 
may 1983 	 f500,000.0O0 
 320,512.82 $179,487.18 3.90

hay 1983 $200,000.00 $12B,205.13 671,794.87 
 3.90

hay 1983 $100,000.00 $64,102.56 $35,897.44 3.90
 
may 1983 $200,000.00 $128,?05.13 
 171,794.87 3.90
 may 1983 	 $200,000.00 $12B,205.13 
 $71,794.87 3.90

June 1983 
 $100,000.00 
 $63,291.14 
 $36,708.86
June 	 3.95
1983 
 $200,000.00 
 $126,582.28 
 $73,417.72
June 1983 	 3.95
$100,000.00 
 $64,102.56 
 $35,897.44
June 1983 	 3.90
606,O00.O0 
 $64,102.56 
 $35,897.44
June 1983 	 3.9,
$100,000.00 
 $63p291.14 
 136,708.86
June 1983 	 3.95
120o,000.00 
 $126,582.28 
 $73,417.72
July 1983 	 3.95
$500,00,.00 
 $316,455.70 
 $183,544.30
July 1983 	 3.95
 
July 1983 	

$100,00U.00 $63,291.14 $36,70.8b 3.95
$20u,000.00 
 $126,582.28 
 $73,417.72
July 1983 	 3.95
$100,000.00 
 $63,291.14 
 $36,708.86
July 1983 	 3.95
$200,000.00 
 $126,582.28 
 $73,417.72
July 1983 $200,000.00 $126,582.28 $73,417.72 3.95
 
July 1983 $100,000.00 $63,291.14 

3.95
 
$36,708.86 3.95
July 1983 $10,000.00 $6,329.11 
 $3,670.89 3.95
July 1983 $10,000.00 $6,329.11 $3,670.89 3.95


July 1983 $10,000.00 $6,329.11
July 1983 	 $3,670.89 3.95
$10,000.00 
 $6,329.11 
 $3,670.89
July 1983 	 3.95
$10,000.00 
 $6,329.11 
 $3,670.89
July 1983 	 3.95
$10,000.00 
 $6,329.11 
 $3,670.89 
 3.95
 
July 1983 
 $5,000,00(.00 
 $3,164,556.96 
 $1,835,443.04
July 1983 	 3.95
$5,00(,000.0( 
 $3,164,556.9t 
 $1,835,443.04
July 1981 	 3.95
$5,00u0p00.00 
 $3,164,556.96 
 $1,835,443.04
July 1963 	 3.95
$5,00v,000.00 
 $3,164,556.96 
 $1,835,43.04
August 198: 	 3.95
$100,000.00 
 $63,291.14 
 $36,708.86
Augut 1983 	 3.95
$200,000.'0 
 $126,582.26 
 $73,417.72
August 1983 	 3.95
$20,,000.O00 
 $12o,5B2.28 
 $73,417.72
August 1963 	 3.95
$5,000.00 $3 16
August 1983 	

, 4.5b $1,835.44 3.95
$5,000.00 
 $3,164.56
August 1983 $5,000.00 	 $1,835.44 3.95
$3,164.56 $1,835.44 
 3.95
August 1983 
 $5,000.00 $3,164.56
August 1983 	 $1,835.44 3.95
$5,000.00 
 $3,164.56 
 $1,835.44
August 1983 	 3.95
$5,000.00 
 $3,164.56 
 $1,835.44 
 3.95
August 1983 
 $5,000.00 
 $3,164.56 
 $1,835.44
August 1983 	 3.95
5,000.00 
 $3,164.56 
 '1)B35.44
August 1983 $5,000.00 $3,164.56 $1,35.44 3.953.95
 
August 1983 $5,000.00 $3,164.56 $1835.44 3.95
August 1983 
 $5,000.00 $3,164.56 
 $1,835.44 3.95
 

http:1,835.44
http:3,164.56
http:5,000.00
http:3,164.56
http:5,000.00
http:3,164.56
http:5,000.00
http:1)B35.44
http:3,164.56
http:5,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:1,835.44
http:3,164.56
http:1,835.44
http:5,000.00
http:3,164.56
http:5,000.00
http:1,835.44
http:5,000.00
http:73,417.72
http:12o,5B2.28
http:73,417.72
http:126,582.26
http:36,708.86
http:63,291.14
http:100,000.00
http:1,835,43.04
http:3,164,556.96
http:5,00v,000.00
http:1,835,443.04
http:3,164,556.96
http:5,00u0p00.00
http:1,835,443.04
http:3,164,556.9t
http:1,835,443.04
http:3,164,556.96
http:5,000,00(.00
http:3,670.89
http:6,329.11
http:10,000.00
http:3,670.89
http:6,329.11
http:10,000.00
http:3,670.89
http:6,329.11
http:10,000.00
http:3,670.89
http:6,329.11
http:10,000.00
http:3,670.89
http:6,329.11
http:10,000.00
http:3,670.89
http:6,329.11
http:10,000.00
http:36,708.86
http:63,291.14
http:100,000.00
http:73,417.72
http:126,582.28
http:200,000.00
http:73,417.72
http:126,582.28
http:200,000.00
http:36,708.86
http:63,291.14
http:100,000.00
http:73,417.72
http:126,582.28
http:20u,000.00
http:36,70.8b
http:63,291.14
http:100,00U.00
http:183,544.30
http:316,455.70
http:500,00,.00
http:73,417.72
http:126,582.28
http:120o,000.00
http:136,708.86
http:63p291.14
http:100,000.00
http:35,897.44
http:64,102.56
http:606,O00.O0
http:35,897.44
http:64,102.56
http:100,000.00
http:73,417.72
http:126,582.28
http:200,000.00
http:36,708.86
http:63,291.14
http:100,000.00
http:71,794.87
http:12B,205.13
http:200,000.00
http:171,794.87
http:128,?05.13
http:200,000.00
http:35,897.44
http:64,102.56
http:100,000.00
http:671,794.87
http:12B,205.13
http:200,000.00
http:179,487.18
http:320,512.82
http:35,897.44
http:64,102.56
http:6100,000.00
http:6179,487.18
http:6320,512.82
http:500,000.00
http:35,897.44
http:64,102.56
http:100,000.00
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August 1983 $5,000.00 $3,164.56 $1135.44 3.95 
August 1983 
August 1983 
August 1983 
August 1983 
August 1983 

1983AugustAugust 19B3 

August 1983 
August 1983 
September 1983 
September 1983 
September 1983 
September 1983 
October 1983 
October 1983 
October 1983 
October 1983 
October 1983 
October 1983 
October 1983 
October 1983 
October 1983October 1983 
October 1983 
October 1983 

$5,000.00 
$5,000.00 
$5,000.00 
$10,000.00 
610,000.00 
$10,000.00$10, 000.00 

$100,000.00 
$200,000.00 
$50v,000.00 
$200,000.00 
$100,000.00 
$200,000.00 
$500,000.00 
$500,000.00 
$Su,000.00 

$5,000.00 
$500,000.00 
$10,000.00 
$10,000.00 
$10000.00 
$65,000.00

$200,000.00 
$200,000.00 
$20,000.00 

$3,164.56 
$3,164.56 
$39164.56 
$6,329.1] 
$6,329.11 
$6,329.11$6,329.11 

$63,291.14 
$126,582.28 
$316,455.70 
$126,582.28 
$63,291.14 

$126,582.28 
$316,455.70 
$316,455.70 
$316,455.70 
$3,164.56 

$316,455.70 
16,329.11 
$6,329.11 
$6,329.11

$41,139.24 
$126,582.28 
$126,582.28 
$12,658.23 

$1,835.44 
$1,835.44 
$113, .44 
$3,670.89 
63,670.69 
$3,670.89$3,670.B9 

$36,708.86 
$73,417.72 
$183,544.30 
$73,417.72 
$36,708.86 
$73,417.72 

$183,544.30 
183,544.30
$183,544.30 

11,G35.44 
$163,544.30 
$3,670.89 
$3,670.89 
$3,670.89

$23,860.76 
$73,417.72 
$73,417.72 
$7,341.77 

3.95 
3.95 
3.95 
3.95 
3.95 
3.953.95 

3.95 
3.95 
3.95 
3.95 
3.95 
3.95 
3.95 
3.95
3.95 
3.95 
3.95 
3.95 
3.95 
3.953.95 
3.95 
395 
3.95 

October 
October 
October 

1983 
1983 
1983 

$20,000.00 
$50,000.00 
$S50,00v.00 

$12,65B.23 
$31,645.57
$31,645.57 

$7,341.77 
$18,354.43$18,354.43 

3.95 
3.953.95 

October 
December 
December 
Deceaber 
December 
December 
December 
Pcember 

'December 
December 
January 
January 
January 
January 
January 

January 

1983 
198! 
1987 
1983 
1983 
1983 
1983 
1983 
1983 
1983 
1984 
1984 
1984 
194 
1984 

1984 

$500,000.00 
$145,000.Oo 
$120,000.00 
$200,000.00 

$100,00.00 
$10,000.00 
$10,000.00 
$10,000.00 

$10,000.00 
$20,000.00 
65,000.00 
$5,000.00 
$5,000.00 
$5,000.00 

$10,000.00 

$20,000.00 

$316,455.70 
$91,772.15 
$75,949.37 

$126,582.28 

$63,291.14 
$6,329.11 
$6,329.11 
$6,329.11 

$6,329.11 
$12,658.23 
$3,164.56 
$3,164.56 
$3,164.56 
$3,164.56 
$6,329,11 

$12,658.23 

$183,544.30 
$53,227.85
$44,050.63 
$73,417.72 

$3o.708.8o 
$3,670.89 
$3,670.89
$3,670.89 

$3,670.89 
$7,341.77 
51,835.44 
$1,635.44 
$1,835.44 
$1,835.44 
13,670.69 

$7,341.77 

3.95 
3.953.95 
3.95 

3.95 
3.95 
3.9r
3.95 

3.95 
3.95 
3.95 
3.95 
3.95 
3.95 
3.95 

3.95 
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January 1984 $20,000.00 $12,658.23 $7,341.77 3.95 
January 1984 $200,000.00 $126,582.28 $73,417.72 3.95 
January 1984 $100,000.00 $63,291.14 $36,708B.86 3.95 
January 19B4 6100,000.00 $63,291.14 $36,708.86 3.95 
January 1984 $100,000.00 $63,291.14 $36,70B.8b 3.95 
February 1984 $100,000.00 $64,935.06 $35,064.94 3.35 
February 1984 $200,000.00 $129,870.13 $70,129.87 3.85 
February 1984 $100,000.00 $64,935.06 $35,064.94 3.85 
March 1984 $500,000.00 $324,675.32 $175,324.V 3.85 
March 1984 $5,000.00 $3,246.75 $1, 3. 2 3.B5 
March 1984 $20,000.00 $12,987.01 $7,012.99 3.85 
hartch 1984 $100,000.00 $64,935.06 $35,064.94 3.85 
March 1984 $200,000.00 $125,870.13 $70,129.67 3.B5 
March 1984 6100,000.00 $64,935.06 $35,064.94 3.85 
Harch 1984 $100,000.00 $64,935.06 $35,064.94 3.85 
March 1984 $10u,000.00 $64,935.06 $35,064.94 3.85 
April 1964 $500,000.00 $324,675.32 $175,324.68 3.85 
April 1984 $500,000.00 $324,675.32 $175,324.68 3.85 
April 1984 $500,000.00 $324,675.32 $175,324.68 3.85 
April 1984 $50,000.00 $32,467.53 $17,532.47 3.85 
April 1984 $200,000.00 $129,870.13 $700129.87 3.85 
April 1984 $100,000.00 $64,935.06 $35,064.94 385 
April 1984 $5001000.00 $324,675.32 $175,324.68 3.85 
April 1984 $500,000.00 $324,675.32 $175,324.68 3.85 
April 1984 $100,000.00 $64,935.06 $35,064.94 3.85 
hay 1984 $5,000.00 $3,164.56 $1,835.44 3.95 
Hay 1984 $20,000.00 $12,658.23 $7,341.77 3.95 
may 1984 $100,000.00 $63,291.14 $36,708.86 3.95 
Ray 1984 $100,000.00 $63,291.14 $36,708.B8 3.95 
hay 1984 $100,000.00 $63,291.14 $3o.70E.86 3.95 
Ma) 1984 $100(,000.00 $6,291.14 $3o,708.8t 3.95 
may 1984 $200,000.00 $126,582.26 $73,417.72 3.95 
hay 1984 $200,000.00 $126,582.28 $73,417.72 3.95 
Hay 1984 $100,000.00 $63,291.14 $36,706.8b 3.95 
may 1984 $1Ou,000.0(, $03,2 91.14 $3b,708.8t 3.95 
June 1984 $10O000.00 $6,329.11 $3,670.89 3.95 
Juie 1984 $10,000.00 $6,329.11 $3,670.89 3.95 
June 1984 $109000.00 $6,329.11 $3,670.B 3.95 
June 1984 $10,000.00 $6,329.11 $3,670.85 3.95 
June 1984 $5',000.00 $31,645.57 $18,354.43 3.95 
June 1984 $120,000.00 $75,949.37 $44,050.63 3.95 
June 1984 $10,000.00 $6,329.11 f3,670.89 3.95 
June 1984 $10,000.00 $6,329.11 , -.$3670.6 3.95 
June 1984 $10,000.00 $,329.11 $3,670.89 3.95 
June 1984 $10,000.00 $6,329.11 $3,670.89 3.95 
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June 1984 
 120,000.00 
 $12,658.23 
 67,341.77
June 1984 620,000.00 $12,658.23 3.95
$7,341.77 3.95
 
June 1984 
 $20,000.00 
 $12,658.23

June 17,341.77 3.95
1984 
 S10,oo,.oo 
 $6,329.11 
 63,670.89 3.95
June 1984 
 s200,000.00 
 $126,582.28 
 $73,417.72
June 3.95
1984 
 6100.000.00 
 $63,291.14

July 1984 $36,70r Q6 3.95
$5,('0.00 
 $3,164.56 
 $f,68h.44
July 3.95
1984 
 6145,000.00 
 $91,772.15

July 1984 $53,227.85 3.95
$20,0hu.00 
 $12,658.23 
 $7,341.77 3.95
July 1984 
 610(',000.00 
 $63,291.14 
 636,708.86
August 1984 3.95
$500,000.0(1 
 $316,455.70 
 $183,544.30
August 1984 3.95
$200,000.00 
 61261582.28 
 $73,417.72
August 1984 3.95
$50,00(.00 
 $31,645.57 
 $18,354.43
August 19B4 3.95
$20,0C.O. 00 
 $12165B.23 
 $7,341.77
August 1984 3.95
4100,0,.00 
 $3,291.14 
 $36,708.86
September 1984 3.95
$25,000.00 
 $15,822.78 
 $9,177.22 3.95
September 1984 
 $20(0,000.00 
 $126,582.28 
 $73,417.72
September 1984 3.95
$22U,000.00 
 $139,240.51 
 $80,759.49
September 1984 3.95
$5(,00(,.00 
 $31,645.57 
 $18,354.43
September 1984 3.95
$Iu,000.00 
 $6,329.11 
 $3,670.89 3.95
September 1984 
 $5,000.00 
 $3,164.56 
 $1,835.44
September 1984 3.95
$20,000.00 
 $12,658.23 
 $7,341.77 3.95September 1984 
 $120,000.00 
 $75,949.37 
 $44,050.63
September 19B4 3.95$100,000.00 
 $63,291.14 
 $36,708.86
October 1984 3.95


$5,000.00 
 $3,164.56 
 $1,835.44 3.95
October 1984 
 $200,000.00 
 $126,582.28 
 $73,417.72
October 1984 3.95
$10,00(.00 
 $6,329.11 
 $3,670.89 3.95
October 1984 
 $1U,00'.00 
 $6,329.11 
 $3,670.89
October 1984 3.95
$10,00c.00 
 $6,329.11 
 $3,670.89
October 1984 3.95
$1U.000.00 
 $6,329.11 
 $3,670.89 3.95
October 1984 
 $10,001.00 
 $6,329.11 
 $3,670.89
hovember 19B4 3.95
$500,000.00 
 6316,455.70 
 $183,544.30
November 1984 3.95
$5Wr,000.00 
 $316,455.70 
 $1B3,544.30
Npvember 1984 3.95
$5i,00o,.00 
 $316,455.70 
 $183,544.30
*November 
 1984 $50u,6O(,.0C* $316,455.70 
3.95
 

$183,544.30
November 1984 3.95
$50,000.00 
 $316,455.70 
 $183,544.30
November 
 1QB 4 $500,000.00 $316,455.70 
3.95
 

$183,544.30
November 19B4 3.95
$500,000.00 
 $316,455.70 
 $183,544.30
November 1984 3.95
$500,00,.00 
 $316,455.70 
 $183,544.30 
 3.95
November 1984 
 $500,000.00 
 $316,455.70 
 , 4183,544.30
November 1984 3.95

$5,000.00 
 $3,164.56 
 $1,835.44
November 1984 3.95
$500,000.00 
 $316,455.70 
 $183,544.30
November 1984 3.95
$500,000.00 
 $316,455.70 
 $183,544.30
November 1984 3.15
$500,000.00 
 $316,455.70 
 $183,544.30 
 3.95
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November 1984 $200,000.00 $126,582.28 $73,417.72 3.95 
November 1984 $200,000.00 $126,582.28 $73,417.72 3.95 
November 1984 $10,000.00 $6,329.11 $3,670.B9 3.95 
November 19B4 $200,000.00 $126,582.28 $73,417.i 3.95 
November 1984 $120,000.00 $75,949.37 $44,050.63 3.95 
November 19B4 $25,000.00 $15,822.7B $9,177.22 3.95 
December 1984 $500,000.00 $312,500.00 $187,500.00 4.00 
December 1984 $500,000.00 $312,500.00 $187,500.00 4.00 
December 1984 $500,000.00 $312,500.00 $0B7500.00 4.00 
December 19B4 $500,000.00 $312,500.00 $187,500.00 4.00 
December 19B4 $500,000.00 $312,500.00 $187,500.00 4.00 
December 1984 $300,000.00 $187,500.00 $112,500.00 4.00 
December 1984 $150,000.00 $93,750.00 $56,250.00 4.00 
December 1984 $500,000.00 $312,500.00 $187,500.00 4.00 
December 1984 $25,000.00 $15,625.00 $9,375.00 4.00 
December 1984 $20,000.00 $12,500.00 $7,500.00 4.00 
December 1B4 $5,000.00 $3,125.00 $1,875.00 4.00 
December 1984 $152,000.00 $95,000.00 $57,000.00 4.00 
December 1984 $152,000.00 $95,000.00 $57,000.00 4.00 
December 19B4 $116,000.00 $72,500.00 $43,500.00 4.00 
February 1985 $5,000.00 $3,125.00 $1,875.00 4.00 
March 1985 $500,000.00 $312,00.00 $187,500.00 4.00 
March 19B5 $120,000.00 $75,000.00 $45,000.00 4.00 
March 19B5 $120,000.00 $75,000.00 $45,000.00 4.00 
March 1985 $220,000.00 $137,500.00 $82,500.00 4.00 
March 1985 $500,000.00 $312,500.00 $I87,500.00 4.00 
March 1985 $506,0001.00 $312,500.00 $187,500.00 4.00 
March 1985 $500,000.00 $312,500.00 $187,500.00 4.00 
March 1985 $200,000.00 $125,000.00 $75,000.00 4.00 
April 1985 $25,000.00 $15,432.10 $9,567.90 4.05 
April 1985 $152,000.00 $93,827.16 $58,172.84 4.05 
April 19B5 $25,000.00 $15,432.10 $9,567.90 4.05 
April 19B5 $25,000.00 $15,432.10 $9,567.90 4.05 
April 1985 $300,000.00 $185,185.19 $114,814.81 4.05 
April 1985 $150,000.00 $92,592.59 $57;407.41 4.05 
April 1985 $500,000.00 $308,641.98 $191,358.02 4.05 
Iy 1985 $500,000.00 $308,641.98 $191,358.02 4.05 
'Hay 1985 $500,000.00 $308,641.98 $191,358.02 4.05 
May 1985 $500,000.00 $308,641.98 $191,358.02 4.05 
May 1985 $500,000.00 $308,641.98 $19!,358.02 4.05 
May 1985 $500,000.00 $308,641.98 $191,35B.02 4.05 
June 1985 $10,000.00 $6,172.84 $3,827.16 4.05 
June 1985 $108,000.00 $66,666.67 ..$41,333.33 4.05 
June 1985 $116,000.00 $71,604.94 $44,395.06 4.05 
June 1985 $120,000.00 $74,074.07 $45,925.93 4.05 
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June 1985 $220,000.00 $122,222.22 $97,777.78 4.50 
June 1985 $500,000.00 5308,641,98 $191,358.02 4.05 
June 1985 15,000.00 13,086.42 $1,913.58 4.05 
July 1985 1104,000.00 $56,155.51 $47,844.49 4.63 
July 1985 $120,000.00 $66,6W.67 $53,333.33 4.50 
July 1985 $200,000.00 1111,111.11 $8B88BB.89 4.50 
July 1985 $500,000.00 $275,938.19 $224,061.81 4.53 
July 1985 $500,000.00 $277,777.78 $222,222.22 4.50 
July 1985 $502,000.00 $278B8B8.89 $2231ll1.1l 4.50 
July 1985 $200,000.00 $107,991.36 $92,008.64 4.63 

$88,402,000.00 156,020,969.69 $32,381,00.31 
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1. The formalizing of the limited parallel foreign

AMB
 
DCM exchange market has led USAID to review the question
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CHRON tation of the US economic assistance program in El
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of this question EXHIBIT 3/ ,he$Mplications/are presently somewhat limited 

since k they Involve for the moment only dollar.
 
financing of local costs and the housing
 
guaranty program. Nevertheless this is a signi­
ficant source of foreign exchange, amounting
 
to a projected $30-$50 million In 1982.
 
2. Concerning PL-480 and AID balance of pay­
ments sopport, since so-called priority imports
 
(80 percent of total imports) Including food­
stuffs and imports attributed to AID balance of
 
payments support come in theat official rate 
(2.50 colones to the dollar), local currency is 
generated at the official rate. 
 If eventually
 

were
these items M moved over to the parallel 
market, the local currency generations would then
 
be at the parallel rate.
 
3. 
The rate at which AID dollars financing local
 
costs (including BIG dollars) should be exchanged
 
Is a matter of what is lawful under the present

circumstances. 
There are also important economic
 
(balance of payments, fiscal and price level)
 
implications for El Salvador.
 
4. The Rzfx Legal Question: 
 The official rate of
 

L exchange remains 2.5 colones to the dollar. All 

UNCLASSIFIED
 
Clamal 18aor 
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official transactions, as provided for In the
IMP/GOES pe program, are at the official rate. 
Presently, donors are converting at the official 
rate. 
USAID purchases colones directly from
 
the Central Bank for project financing.
 

The Central Bank has now authorized com­
merclal banks and other financial institutions
 
in El Salvador to purchase dollars at the
 
parallel markt rate from the following four
 

sources:
 

- Receipts for non-traditional exports out­
side Central America and Panama. 

-
Personal remittances from abroad.
 
- Honoraria and comnissions for personal
 

services, and
 

- Funds from special foreign exchange
 
accounts. 

The last source 
(special accounts) according
 
to Central Bank regulations, can be supplied only

by foreign exchange obtained from the other three.
 

informallyWhile the Central Bank ha./autnorized the exchange

of dollars at the parallel rate fbr administrative
 
expenditures, there is no provision for exchanging 

L dollars at the parallel rate for official capital _J 

UNCLASSIFIED
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have been advised by Central Bank
and we 

legal counsel that such transactions would be 

unlawful.
 

5. Economic Considerations: The AID dollars 

In question amount to $30-$50 million annually.
 

They have been calculated In the Central Bank
 

balance of payments program. On a monthly 

basis they would represent as much as 40 per­

cent of present foreign exchange resources
 

flowing through the parallel market and 11 per­

cent of Central Bank foreign exchange availabi­
lity for priority imports (food, medicines, energy,
 

and tzfraz intermediate goods for industrial 

production).
Given the present foreign exchange rate structure?the anticipated effect of a shift of these 

iz dollars to the parallel market would be a 

shift perforce of an undetermined amount of 
priority imports (up to the amount of dollars in 
question) parallel withto the market attendant 

price increases which would have to be passed 
through the economy. Local commercial bankers
 

advise that the greatest demand fbr dollars in the
 
parallel market is to finance travel 
(tourism,
 

L education, etc.). We would expect, absent further 
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Clemadoscation 
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.Central Bank imposed limitations, continued 
 •
 
strong demand for dollars for these purposes ih
 
copetltion with priority 
mports.
 

USAID ls presently reviewing the project­
by'-project impact of local cost financing at
 
the parallel rate. 
Our tentative conclusion is
 
that project execution constraints (i.e., 
the
 
assumption that the pace of project activity
 
could not be significantly accelerated) and the
 
severe limitations on increased GOES project
 
financing which in some cases would be necessary
 
to maintain the statutory 25 percent contribution,
 
would combine to reduce the rate of dollar disburse-
Ments. At present, the rate of z Inflation in El
 
Salvador (some 12 percent) Is not an important
 
factor threatening successful project execution.
 
6. On the bisis of the foregoing and consultations
 
with RLA, we will continue to finance local costs at
 
the official exchange rate. We will be alert to
 
changes in Central Bank regulations or other factors 
that would permit our shifting to the parallel 
market._­
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rN e. John Clyne. RLA ?14 4 

W&ACT, New Central Bank Regulations on the Page 1 of 5)ParL eark et 

To Mr. Martin V. Dagata, DIR 

On December 10 Pat Buckles and I met with Mr. Joaquin Morazan,
Acting President of the Central Bank, and the bank's lawyer.
requested clarification of paragraph 5 of the new Central Bank
We
 

regulations concerning exchange rates. 
He stated that in his
Interpretation of the paragraph it did not pertaiiloans and gr,.its but to I ternationalonly to administrative and operating expensesof embassies, consulates, etc. 
 From the documen.s he showed me,
I personally was satisfied with his Interpretation. At this time
there appears to be no further reason to suspend disbursements.
However, I strongly suggest that the 
 Monetario be requested
to provide an opinion confirming tha 
of the Central Bank. 
We
asked the Central Bank to provide a 
 itten opinion. 
 They stated
that, although they understood the ne regulation clearly, they
could not officially interpret it for us. 
 This would be an
additional protection in case I am in 
rror.
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M. John Clyne , PIA • 

sub, , ~Page 1of 5)JNew Central Bank Regulations on the Parae M et
 

To, 
 Mr. Martin V. Dagata, DIR
 

On December 10 Pat Buckles and I met with Mr. Joaquin Morazan,
Acting President of the Central Bank, and the bank's lawyer. 
We
requested clarification of paragraph 5 of the new Central Bank
regulations concerning exchange rates. 
He stated that in his
Interpretation of the paragraph it did not pertain to i ternational
loans and gr,.its but only to administrative and operating expenses
of embassies, consulates, etc. 
 From the documents he showed me,
I personally was satisfied with his interpretation. At this time
there appears to be no further reason to suspend disbursements.
However, I strongly suggest that the 4Fond 
Monetario be requested
to provide an opinion confirming tha We
of the Central Bank.
asked the Central Bank to provide a 
 itten opinion. They stated
that, although they understood the ne regulation clearly, they
could not officially interpret it for us. 
 This would be an
additional protection in case I am in 
 rror.
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UNITED STATE$ OF AMERICA A. I. D. MIS,1ON EXHIBIT 4 
TO EL SALVADOR (Page 2 of 5) 

CIO AMERICAN EMBASSY. 

&AN SALVADOR. EL IALVADOR. C. A. 

February 11, 1985 AECEIVED vryOF THE CC:TflOLL 

H CA MIh'85 FED 13 Pf 3 
TO: Bastiaan Sdbouten, MDIR 

FTCM5; Gail lecce, YCLA11 

SYC'r: Legislation and Fegptlations Affecting Excharge Rates used for 
A. LD. Project 

Problem:(1) W-at limitations are there on calculating the amount of
local currercy that must be deposited pursuant to ESF cash transfers?
(2) Rhat rules apply to the rate used to excharge dollars for local 
currency under EA or ESF projects? 

Discussion: 

I. Calculatinn the Amount of Currency Deposited urderEF;F Cash Transfers 
A. Prior to Establisment of a Separate Dollar Account 

" Te bcdy of the standard project grant and loan agreements ccntain 
the following provision with respect to exchange rates: 

Section 7.4 (R.4 in the Loan Agreement) Rate of Exchange. Except as
 
zay he sore specifically provided unier Section 7.2(8.2), 
 if funds

provided under the Grant (loan) are introduced into (rame of country)
ly A.I.D. or ary puAlic or private agency for purposes of carryingout obligations of A. iD. hereurder, the Grantee (Borrower) will make

such arrangements as may be necessary 
 so that such funds may bexnverted into currency of (name of country) at the highest rate of

exchange which, at the time the conversion is made, is nrt unlawful
 
In (nw* of oury).
 

A similar provision is inrclued in the Bilateral Agreement with El
Salvaor. Article V of the Bilateral states that: 

uhis used for purposes of furnishirg assistance hereurder shall be

onvertihle into currency of El Salvador 
at the rate providing the

largest inziber of units of such currency per U.S. dollar which, at

the time conversion is 
 made, is wot unlawful in El Salvador. 

The standard provision applicable to exchange rates is rutirnciluded
cash transfer agreements, including the 0267 

in 
agreement, h)ever, because w funds are actually exvhanged under a cash transfer. For the same 

reason, Article V of te El Salvador Bilateral is not applicable to cash
transfers. The provision in the oricrinal 0267 agreement that isapplicable to local currercy is the following covenant (Section 7.b.): 
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That the OM will enuse the (>ntral Res erve P.ri-, within thy Wele3. f 
followir tv distursemont of furds urier this ,rrearpnt, to deposit
in a pecial account currency of the Republic of F1 Salvador 
eauivalernt in amount to thm.United States dollar disbarsem-ent made. 
urder the aqreement for the urmose of helvirn to meet the fijrcial 
requirerents of its Ararian Pform Program. 

The original agrecment also ircluded a requirement that the colon 
equivalent of $20 rdllion (the grant amount) le made available to meet 
the vrkirn capital credit requirerents of the private sector in El 
Salvador during the twelve months following signature of the agreement. 

A provision similax to the first, requiring that the GJE-S deposit
 
Into a special account the colon eguivalent of the dollar grant, was
 
included in each amerndment to the agreement.
 

Because the provision of local currency under the ESF cash'transfer 
agreements is a dcnosit and rot an exchange, the provisions in the 
Bilateral AgreemenL and the standard provfsions do rot apply. Nor is 
there other legislation or A.I.D. regulations that are directly 
applicable. In fact, there is no specific reqjirement that this 
provision he incluied. The provision to deposit local currency,
therefore, stands on its own, and the two parties to the agreement, AID 
and the OCtF&, are left to determine -at they meant by an "equivalent" 
amount of local currency. 

The h'plified Project Description attached to the original agreement 
specified the amount of colones that was to be deposited pursuant to this 
covenant. That amount was determined ly using the official exchange
rate, 2.5. (1 do not know what the status of the parallel market was at 
that time, bowever; mayte there was no question in 1980 about what was 
meant k, an equivalent amount.) Later agreements do not specify what is 
meant ly an equivalent amount, and it is up to the parties to decide 
Whether the a-ounrit was to be calculated using the official or para-llel 
rates. Either one is leoallv permissible, since the requirement is for a 
deposit of funds, not a direct exchange of dollars. 

One provision of the FA that should be taken into accourt when 
detennirin. what is meant b. ".equivalent", however, is Section 609. 
Section 609 reouires that whlen c=zrodities are provided under an ESF 
grat (CIP), the recipient counrtry mist deposit in a special account 
local currencv in an amnt ecual to the proceeds utdch accrue to the 
wuntrv f~ir the sale of the ca-m-cdities. _y its terns, this provision
does not arply to a cash transfer. However, some of the provisions that 
have teen ircluded in cash transfers are meant to replicate the 
'provisions of a CIP. ard thus ob1viate objections to not doing a CIP, 
*atdle at the same time rot appldri alI the sore stringent reqairements 
4of a CIP and slowrg clown dishursements. I assume that..the zequirement 
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to deposit loral currcrcy in an amount equivalent to the grant was Reant 
to parallel the reouimrjits of Section 609. At the very least, the tame 
rationale was behind the reqirenent. 

On that b:asis, amountan "equivalent" should be determined based on
 
the ctuwil rate the GOES uses to exchange the dollars. If 50%of
 
ex&anges are at the parallel rate ard 50% at the official rate, the 
amount depositei into the special acount should reflect thit mix. 
Anythirng less (i.e., amount the officialan ecjivalent based on excharge

rate) may not satisfy the ex-ectations of those who are interested in the
 
program. Nevertheless, technically, FAA Section 609 does 
not apply to
 
cash transfers, ani there is no legal requirement to use the actual rate
 
of exchange applied to the transactions using these dollars to determine
 
the amount of local currency that must be deposited. 

B. After Estalishnent of a Separate Dollar Accunt.-

The F 1985 Continuing Resolution required that the ESF dollars
 
provided to El Salvador be deposited in a separate account in the Central
 
Pank. The legislative history rode clear, hcxever, that the 
funds being
provided were still onsidered a cash transfer, and that legislation
applicable to ==dity procurements did not apply. Under the Mission's 
arrarpements for establishir1z this separate account, .specific dollar 
transactions ill he tracked against the dollars in the account. 

The principles for determining an "ecaivalent" amount of local
 
currency cited above continoe to apply. Practically speaking., h]xoever,
 
it )ec,mes much wore anparent exactly how much local currency is
 
represented 
by these specific dollars, and more difficult to logically
apply the official exchanae rate in determirnirrg the &mount of local 
currency that is "equivalent" to the dollars. The tracking system will 
clearly show that uch more local currency is being generated with the
awrcint of dollars that we are making available than we are requiring to 
)e Aenosited, if we use the official exchange rate to determine the 
equivalent amount. wll. he ovious that we areIt rot duplicating the
requirements under FAA Section 609. ?vertheless, legally, the Mission 
Could continue to use the official rate to determine the eouivalent 
amount. Tb avoid confusion and later secord-guessing, the Mission may
4ant to specify in the Acreement or in the Pplified Project Description
the wetb=d that will le usei for determining an "equivalent" amount of 
local currency once the separate dollar account is established. 

'
 

2. Exchrme RateknolicaMle to Proiects (ESF or T)A)
 

";re official rate of 2.5 is currently used to exchange dollars under
 
A. I.D. projects. This see..s to ke based on the fact that the ley del 
lbainen tbnetario estaWlisbhed this a- the official and only legal rate 
exxopt with respect to transactions for which the parallel rate is 
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