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REVIEW OF
USAID/EL SALVADOR'S
EXCHANGE RATE PRACTICES

Memorandum Reprrt No. 1-519-86-07
February 13, 1986



MEMORANDUM FOR: USAID/E1 Salvador Director, Robin Gomez
FROM : RIG/A/T, Coinage N. Gothard

SUBJECT : Memorandum Report No. 1-519-86-07 Review of
USAID/E1 Salvador's Exchange Rate Practices.

Background

This report presents the results of a limited scope compliance review of
USAID/E] 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 1local law or
regulatica. One provision commonly found in AID Bilateral Agreements has
to do with the rate of evchange to be used when dollars appropriated to
AID by Congress are brought into recipient countries to finance AID
projects there. In the case of E1 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 El1 Salvador.

Further, AID Handbook 3, Appendix 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 1f Agreement ic for Foreign Exchange Costs
only. (The formulation of ‘thighest rate . . . which . . .
is not unlawful' is used rather than ‘'highest legal rate'
because the 1latter formulation in some countries may be
equated with ‘'highest official rate.' The 'official
rate,’ in such country, my be lower than, e.g.,
prevailing and lawful business rate:) . . ."

Objectives and Scope

The Office of the Regional Inspector General for Audit/Tegucigalpa
(RIG/A/T) performed a 1limited scope review of USAID/El 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
exchagge of correspondence betw=en RIG/A/T and USAID/El Salvador on this
issue).

Results of Review

Our review showed that, although the Government of El1 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' (1-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/E1 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
Salvador 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
way 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 1lower '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.

Lonflicting Legal Opinions: Included in the former Director's telegram
was a reference to certain consultations with the cognizant AID regional
legal adviser (RLA) who later provided a memo to support the former
Director's decision to continue using the 1less favorable exchange rate.
That memo, which effectively conceded to the Government of E1 Salvador
(GOES) the right to determine what exchange rate was applicakle to AID
transactions, was contradicted to a certajin.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 transfer) program, and the excharge of AID
dollars for 1local currency costs under its project activities. In the
case of cash transfers, the current RIA held that the equivalent amcunt
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 1s, 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/E1 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 oursclves 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
¢he jurisdiction of local laws.

Mission's  Position Unchanged: Notwithstanding the second 'opinion"
issued 1n 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 about.$3.8 million by continuing
to use the official exchange rate. :




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
comnercial 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 o have jeint State/Treasury instructions to the Embassy
Budget and Fiscal Officer reversed.

As of November 15, 1985, USAID/E]1 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 1local 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/E! 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 andit 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/E1 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
Jdreasury 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.



This situation contains two serious adverse impacts on  USAID/El
Salvador.  First, the US. Treasury has charged AID's appropriations
about $14.5 million too much 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/E]1 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 thav USAID/F1 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 cffice 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
reccrmendation 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.



EXHIBIT 1

Exchange of Correspondence between RIG/A/T
and USAID/E1 Salvador on the Subject
of the Mission's Exchange Rate Practices
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October 3, 1985

Mr. Fobin Gomez
Director
USAID/El Salvador
San Salvador

Dear Mr. Gomez:

1 understand fram Andit Manager Edward 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
dal lars 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 mractice is mevalent for all dollar
exchanges in ycur Mission for projects with the Government of El
Salvador. In light of the fact that uniform mrovisions worldwide in AID
Bilateral Agreements (which I am given to understand are regarded as
treaty ccmmitments by our government) and standard loan and grant
agreement language provide that dollars expended under AID projects be
exchanged at the highest available rate that is not unlawful in the

recipient nation, 1 find myself constrained to pose the following
questimns.

Insofar as you can determine:

A) Bow long has 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 fram Mr. Stonebrook that the "parallel”
exchange rate currently stands at 4.85 colanes 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”
exchange rate estimated and factared into that decision? How long are

you prepared to "stay the course"” in accepting this rate in view of the
continuing deteriaration in the dollar-colon exchange rate?

D) What, if any, negotiations have taken place with the GOES on
this issue and at what levels? Have such negotiations resulted in B
modifications to existing agreements or to standard agreement language?
Are further negotiations contemplated? :
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E) What consultations toock place cancerning acceptance of the

"official" exchange rate with AID/Mashington or others, and what were the
results of those contacts?

F) what documentation exists to support any or all of the items
rentioned 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 for

ojects with private agencies and at the official rate far ;'bjects with
public agencies? 4

Fred Kalhammer and/or 1 plan to come over to El Salvador in the near
future. At the time of tnat visit we would like to discuss these matters

with you further and receive your written replies to the questions posed
above.

Thank you for your attention to this matter.

Sincerely,

,éeu CuG

(oinage N. Gothard
Regional IG for Mdit



AGENCY FOR INTEANATIONAL DEVELOPMENT EXHIBIT 1
UNITED STATES OF AMERICAA | D MISSION (Page 3 of 12)
YO0 EL SALVADOR
C/0 AMERICAN EMBASSY,
SAN SALVADOR, EL SALVADOR, C A

November 15, 198%

Kr. Coinage N. Gothard

Regional Inspector General For Audit
American Embassy

Tegucigalps, Honduras

Dear HMr. 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
sre complex ones; legal, economic, and financial management questions, both
4.1.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 ipn
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 thenm,
the legal aspects of the exchange rate question, the economic and financial
manasgement issues involved, as well as the policy prescription which we
believe will resolve the matter.

Legal Icsues

The Mission is of the opinion 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 tbe officiel 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 differentiates 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 now
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looking into these differing opinions and may soon resolve th.lt'diffOrODCOl
in ipterpretations. In any case, we view the legel issues, which were once
clear, as baving become less clear at the present time.

Economic Policy and A.J.D. Program Stratepy Issues

The approved A.I.D. program strategy in El Sealvador, with which all our
programs and projects should be consistent, involve four objectives: (1)
econonic stabilization, (2) eccnomic recovery, (3) broadening the benafits
of growth, and (4) sirengthening democratic institutions. These objectives
derive directly from the NBCCA program which has been mandated by both the
Executive and Legislstive 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. Thet is the reason why the bulk
(751) 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, essist it
in bringing the fizcal and balance of payments needs in line with the
resources availsble to finance them, and restrain the rate of infletion
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 US’ several hundreds of
million dollars & 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. Tae
Salvadoran economy is an open economy so that its performance depends
strongly on its cepacity 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
exarmyrle, that using an exchange rate of €4.0 would result in & reduction

of dollar disbursements of approximetely 37.5% with a resultant reduction in
the rate of growth of about 1.4 percentage points (i.e. & projected growth
rate of 2.51 would be reduced to 1.11). Besed 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 our 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 objectives.of our individual projects,
be they in agrarian reform, displaced persons, health, or industrial
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recovery, could be achieved in the absence of & stable and, eventuelly, o
growing economy. Our project assistance 1s of such s nature thet project
objectives will not be schieved ip the absence of economic stedility end
growth, or that even if individuasl project objectives were achieved, it
would not mean much. Both our project objectives and our broader program
objectives must be met if w2 are to be successful in Bl Salvador.

Financlal Hanagement lssues

A.1.D.'s financis)l presencsz in El Salvador is so large that project
assistance exchange rate issues, in the absence of & coherent policy to deal
with them, could cause significent adverse consequences in the oversll
management of El Selvedor's finances and the financial relationships between
the GOES end its Central Bank. Disbursing millions of dollars of project
assistance at an exchange rate twice as 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 GOES 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 sachieved and that the matter of
differing rates of exchange applying to different forms of A.IJ.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 hsve & minimum impact on overall
economic stabiljzation objectives. Clearly, this process should be orderly
and well thought out; both project and oversll program objectives should be
taken into account. To not do so could result in the USG shooting itself in
the foot here in El1 Salvador.

We believe thet that is happening here already due to 8 State-Ireasury
decision to force our Embassy B&F Officer to get the "highest legal rate
obtainable® on all USG “currency exchanges"”. We, however, are supposed to
be lending/granting dollars, not ctolones (the GOES can print all of these
they desire). We intend to sappeal the State-Treasury decision, which at
Jirst glance may appear to be “saving the taipayers' 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
9/1/82 3.%0
9/23/82 4.00
11/12/82 3.90
11/15/82 3.80
12/16/82 3.75
2/1/83 3.74
2/8/83 3.90
6/21/8° 3.95
2/1/84 3.85
4/30/84 3.95
12/7/84 4.00
3/18/85 4.05
6/17/85 4.50
7/8/85 4.53
7/23/85 4.63
7/30/85 4.70
8/13/85 4.80
8/19/85 4.85

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

¢) For the answer to the first part of this guestion, I am attaching a
copy of the latest snalysis prepared by the Mission Economist. The
answer to the second part is that we anticipate that the GOES will go to
s unified rate by the end of this year, thus obvisting the problem. 1In
the meantime we are reviewing our projects to assess the implications of
8 higher unified exchange rate and considering the poseibility of an
earlier utilization of the parallel rate.

d) No formal negotiations on the issue have taken place with the GOES
although the question hes been broached with the President of the
Central Bank. No agreements have been modified.

e) There have been no formal consultations with AID/W concerning this
subject. There have, however, been informal discussions regarding the
program consequences of differing legal opinions. Furthermore, all

project proposels 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 suhject
bas been discussed informslly with both GOES Mimistry of Plenning
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
pull end void once the unified exchange rate is in place.

\V
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b) Private agencies are not subject to GOES official cepital flow laws
and regulations and thus questions of appropriate legel exchange rates
do not arise. In apy case the amounts involved are not significant §n
terms of overall oconomic effect. We are, bowever, about to feace
exchange risk problems with private sector borrowers in which A.1.D.

repayment is guarsnteed but serious institutional survival or Central
Bank exchange guarsntee questions may arise.

Ae you can gather from the above, the overall ramifications of changes in
the differing exchange rates relating to different A.I.D. assistance
progranms and the effects on the economy of Bl Selvador, as well as the
offects on the attainment of our project end macro-economic ob ctives are
not simple or clear cut. We weicome your interest-in this matter and your
forthcoming visit to discuss this complex subject more fully.

Sincerely,

Rodbin Gomez Z

Director

cc:Gail Lecce:RLA
Thomas Stukel:LAC/CEN
Irwin Levy:LAC/DR
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absarptive capacity constraints, and that scale-up would not further
burden the already strained Salvadaran Government budget. Second, AID
occuld pick up a larger share of the local currency costs of projects
whose scale is unchanged. This would have the merit of reducing the
strain on the Govermment's budget, although it may run into
constraints on the miniram contribution of the Government to
developmert mojects furnded with U.S. econamic assistance. Third, we
could change the overall balance of the program, putting mare dollar
funds into ESF cash transfer and into projects that lend themselves to
scale up ar to owr picking up & larger ghare of local currency costs,

A sensible approach pratadbly would  salve same mix of all three of
these options, and pernape some others that .1 have not thought of. To
xoceed, we need to go project by mroject and examine the
oppartinities far and constraints an scale up and/ar picking up a
larger share of local currency cost.

If I am correct in my perception of the probler and if a detaile]
analysis of the options is now in arder, I would be happy to carry on.

w
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USAID/EL Salvador Disbursements Made ard Cosis

$ Amount
Required at
*Parallel®
Rate

$ Cost of Using

*0fficaal” vs,

*Farallel" Rate

Extibit 2

Parallel
Exchange
Rate

e e e e e e e e e e e e e e e e et o Pt e e e e o o e o e e e e e B B e e e o i e e

$ Asount
Disbursed at

Per10d of . "0fnhichal*

D1sburse|ent§\ Rate 1/
Sepleaber 1982 $200, 000,00
Seplember 1982 $300, 000,00
Septeaber 1982 $200,000,00
October 1982 $100, 000,00
October 1982 $100,000,00
October 1982 $300,000.00
October 1982 $500, 000,00
October 1982 $500,000.00

October 1982
October 1982

$500,000.00
$500,000. 00

October 1982 $500,000,00
October 1982 $500,000.00
October 1982 $500,000,00
October 1982 $500,000.00
October 1982 $500,000. 00
October 1982 $500,000,00
October 1982 $500,000.00
October 1982 $500,000.00
October 1982 $500,000,00
October 1982 $500, 000, 00
October 1982 $500,000.00
October 1982 $500,000. 00
October 1982 $500,000,00
October 1982 $250,000.00
October 1982 $250,000.00
October 1982 $250,000,00
October 1982 $250,000,00
October 1982 $500,000,00
Noveaber 1982 $200,000.00
Noveaber 1982 $100,007.00
, fovenber 1982 $1¢0,000.00
Noveaber 1982 $100,000, 00
Noveaber 1982 $500,000, 00
Noveaber 1982 $500,000,00

November 1982 $200,000. 00

$131,578.95
$328,947,37
$125,000, 00

$62,500.00

$62,500. 00
$312,500.00
$312,500.00
$312,500.00
$312,500.00
$312,500,00
$312,500.00
$312,500.00
$312,500.00
$312,500.00
$312,500.00
$312,500.00
$312,500. 00
$312,500. 00
$312,500.00
$312,500.00
$312,500,00
$312,500. 00
$312,500,00
$156, 250,00
$156,250,00
$156,250,00
$156,250,00
$312,500.00
$125,000,00

$62,500.00
$62,500.00

$62,500,00
$312,500.00
$312,500,00
$131,578.95

$68, 421,05
$171,052. 63
$75,000. 00
$3,,500,00
$37,500.00
$187,500,00
$187,500. 00
$187,500. 00
$187,500. 00
$187,500.00
$187,500.00
$187,500.00
$187,500. 00
$187,500.00
$187,500.00
$187,500. 00
$187,500. 00
$187,500. 00
$187,500.00
$187,500,00
$187,500. 00
$187,500,00
$187,500, 00
$93, 750,00
$93,750.00
$93, 750,00
$93,750.00
$187,500,00
$75,000.00
$37,500.00
$37,500.00
$37,500,00
$187,500,00
$187,500,00
$68,421,05

17 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 requireaents for

projects with the public sector.
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Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Decenber
Deceaber
Deceaber
Dezeaber
Deceaber
Deceater
Deceaber
Deceaber
January

January

January

February
February
February
February
February
February
February
February
February
February
February
February
February

Hay:h
Nrnrch
March
March
Warch
March
firr1]
Apr1]
April
April
fpril

1962
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1982
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
19€3
1983
1983
1983
1987
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983

$100, 000,00
$500,000, 00
$500, 000, 00

4500, 000.00

$500, 000. 00
$500, 000, 00
$500, 000. 00
$100,000. 00
$200, 000, 00
$500, 000,00
$500, 000. 00
$500,000, 00
$500, 000, 00
$500, 000. 00
$50¢, 000,00
$500, 000,00
$500, 000, 00
$500, 000, 00
$100,600. 00
$100,0060. 00
$100, 000,00
$200,000.00
$200,000.00
$500, 000,00
$500, 000,00
$500, 000,00
$100, 00, 00
$100,000.00
$500, 000, 00
$506, 00,00
$500,000, 00
$500,000. 00
$506, 006, 00
$500,000. 00

$200,000,00
$100,000,00
$160, 000,00
$200,000. 00
$500,000. 00
$500,000, 00
$100,000. 00
$500,000, 00
$500, 000,00
$100,000.00
$100,000.00

866,666, 67
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333,33

$66, 666,67
$133,333,33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33
$333,333.33

$66,666.67

866,606, 67

$66,666.67
$133,689. 84
$128,205. 13
$334,224. 80
$320,512.82
$320,512.82

$66, 844,92
$66,B44,92
$320,512.82
$320,512.82
$320,512.82
$320,512.82
$320,512.87
$320,512, 82
$128,205. 13
$64,102.56

$64,102,56
$128,205. 13
$320,512.87
$320,512.87

$64,102.56
$320,512.82
$320,512, 82
$64,102,56
$64,102.56

$33,333,33
$166, 666,67
$166, 666,67
$166, 666, 67
$166, 686,67
$166, 666,67
$165, 666,67
$33,333,33
$66, 666,67
$166, 666,67
$166, 666,87
$166, 666,67
$166, 666,67
$166, 666,67
$166, 666, 67
$166, 666,67
$16, 666,67
$166,0bt. 67
$33,333.33
$33,533.33
$33,333.33
$66,310. 15
$71,794.87
$165,775.40
$179,487. 18
$179,487. 18
$33, 155,08
$33, 155. 08
$179,487. 18
$179,487.18
$175,467. 18
$179,487. 18
$179,467. 18
$175,487. 16
$71,754.87
$35,897. 44
$35,897. 44
$71,794.87
$179,487. 18
$179,487, 18

, $35,897.4¢ .

$179,467. 16
$179,487,18
$35,897.44
$35,897.44

Exhibat 2 .
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3.75
3.7
3.75
3.75
3.75
3.7
3.75
3.75
3.75
3.75%
3.75
3.75
3.75
3.75
3.75
3.7%
3.75
3.75
3.75
3.75
3.75
3.74
3.90
3.4
3.90
3.90
3.74
3.74
3.90
3.90
3.90
3.90
3.90
3.9

3.90
3.90
3.90
3.90
3.90
3.90
3.90
3.90
3.90
3.90
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

fpral
Nay
Ray
Kay
Hay
Nay
Kay
May
June
June
June
June
June
June
July
July
July
July
July
July
July
July
July
Juiy
July
July
July
July
July
July
July
August
Augus!
August
August
Augpst
August
August
August
August
August
August
Augusi
August
August

1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1963
1983
1983
1985
1983
1963
1983
1983
1983
1983
1983
1983
1983
1987
1963
1987
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983

$100,000. 00
$500,000. 00
$100,000. 00
500,000, 00
$200,000,00
$100,000,00
$200,000.00
$200,000.00
$100,000. 00
$200, 000,00
$100¢, 000,00
$106,000, 00
$100, 000,00
$200,000. 00
$500,000. 00
$100,000, 00
$200,000, 00
$100,000.00
$200,000. 00
$200,000.00
$100,000. 00
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$10,000.00
$3,000,000,00
$5,00(, 000, 0¢
$3, 000, 000,00
$3.00v, 000,00
$100,000,00
$200, 000, 00
$200,000,00
$5,000. 00
$5,000,00
$5,000.00

$5, 000,00
$5,000. 00

$5, 00,00
$5,000. 00
$5,000.00
$5,000, 00
$5,000.00
45,000, 00

$64,102.56
$320,512.82
$64, 102,56
$320,512.82
$128,205. 13
$64,102,56
$128,205.13
$128,205, 13
$63,291, 14
$126,582.28
$64,102.56
$64,102.56
$63,291. 14
$126,582,28
$316,455.70
$63,291, 14
$126,582, 28
$63,291, 14
$126,562,28
$126,562.28
$63,291. 14
$6,329. 11
$6,329, 11
$6,329. 11
$6,329. 11
86,329, 14
$6,329. 11

83, 164,556, 94
$3,164,55.90
$3, 164,556,964
$3, 164,556, 96
$63,291, 14
$126,582, 26
$120,582.28
$3, 164, 5¢

$3, 164, 56

$3, 164,56
$3,164.56

$3, 164,56

$3, 164,56
$3, 164.5¢
$3, 164,56
$3,164.56
$3, 164,56
$3,164.56

$35,897. 44
$179,487. 18
$35,897.44
$179,487, 18
$71,794,87
635,857, 44
$71,794.87
$71,794.87
$36,706.86
$73,417,72
$35,897,44
$35,897,44
$36,708. 86
$73,417.72
$183,544,30
$36,708. 85
$73,417.72
$36,708. Bé
$73,417.72
$73,417.72
$36,708. 86
$3,670.8%
$3,670.89
$3,670.89
$3,670.89
$3,470.8%
$3,670.89
$1,835,443.04
$1,B35,443.04
$1,835,443,04
$1,835, 43,04
$36,708. 86
$73,417.72
$73,417,72
$1,835.44
$1,835.44
$1,835.44
$1,835.44
$1,835, 44

$1,635.44
$1,635.44

* ¥1,835.44

$1,835.44
$1,835.44
$1,835. 44
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3.90
3.90
3.90
3.90
3.90
3.90
3.90
3.90
3.95
3.95
3.90
3.9¢
3.95
3.95
3.95
3.95
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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

Rugust
fugust
hugust
hugust
fugust
hugust
Augus{
Augusi
August
August
Sepleaber
Septeaber
Seplesber
Sepleaber
October
October
October
Dctober
Dctober
Dctober
October
Dctober
Dclober
October
October
Dctober
Dctober
Dctober
dctober
Dctober
Deceaber
Deceaber
Deceabe:
Deceaber
Decesbe:
Deceaber
g!ceober
* Deceaber
Deceaber
January
January
January
January
January

danuary

1983
1983
1983
1983
1983
1983
1983
1983
1983
1985
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1983
1963
1963
1982
1982
1983
1983
1983
1983
1983
1983
1963
1984
1984
1964
1984
1984

1964

$5,000,00
$5,000.,00
$5,000,00
$5,000.00
$10,000,00
$10,000.,00
$10, 000,00
$10,000,00
$100,000.,00
$200,000,00
$500,000.00
$200,000.00
$100,000.00
$200,000., 00
$500,000.,00
$500,000.00
$500, 000,00
$5,000,00
$500, 000,00
$10,000,00
$10,000,00
$10,000.0¢
$55,000,00
$200,000,00
$200,000.00
$20,000,00
© $20,000.00
$50,000.00
$56,00v, 00
$500,000.00
$145, 000,00
$120,000,00
$200,000,00
$100, 600,00
$10,000,00
$10,000.00
$10,000.00
$10,000,00
$20,000.0¢
$5,000,00
$5,000, 00
$5,000,00
$3,000.00
$16,000.00

$20,000.00

83, 164,56
83, 164,56
$3, 164,56
43, 164,56
44,329, 11
$6,329, 11
86,329, 1]
46,329, 11
$63,291, 14
$126,562. 28
$316,455. 70
$126,562. 28
$63,291. 14
$126,562.28
$316,435. 70
$316,455.70
$316,455. 70
$3, 164,56
$316,455.70
$6,329. 11
$6,329, 11
$6,329. 11
$41,139.24
$126,562. 28
$126,562.28
$12,658.23
$12,458, 23
$31,645.57
$31, 645,57
$316, 455,76
$51,772.15
$75,949.37
$126,582.28
$63,291. 14
$5,325, {1
$6,325. 11
$6,329, 11
$6,329, 11
$12,658.23
$3, 164,56
83, 164,5¢
$3, 164,56
$3, 164,56
$6,329. 1

$12,658,23

$1,835. 44
$1,B35.44
$1,835. 44
$1,835.44
$3,670.89
$3,670.89
$3,670.89
$3,670,89
$36,706.86
$73,417,72
$183,544, 30
$73,417,72
$34,708.86
$73,417.72
$183,544.30
$183,544, 30
$183,544, 30
$1,835.44
$183,544,30
$3,670.89
$3,670.89
$3,670.89
$23,860.76
$73,417.72
$73,411.72
$7,341.77
$7,341.77
$18,354.43
$16,354,43
$183,544, 30
$53,2¢27.85
$44,050,43
$73,417.72
$38, 708, Bo
$3,670.89
$3,670.89
$3,670.89
$3,670.8%
$7,341.17
$1,835.44
$1,635.44
$1,835.44

" 61,835,284
$3,670.89

$7,341,77
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3.95
3.95
3.95
3.95
3.95
3.95
3.95
3.98
3.95
3.95
3.9%
3,95
3.95
3.9%
3.95
3.95
3.95
3.95
3.95
3.95
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January
January
January
Januvary
January
February
February
February
Rarch
March
March
March
March
Harch
March
Harch
April
April
Apr1l
fpril
fpril
fApril
April
fpral
fpr1l
Hay
Hay
May
fHay
Ray

fay
Hay
Nay
Hay
Hay
June
Jure
June
June
June
June
June
June
June
June

1984
1984
1954
1984
1984
1984
1964
1984
1984
1984
1964
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1964
1984
1984
1984
1984
1984
1964
1984
1984
1954
1984
1984
1954
1988
1984
1984
1984

$20,000.00
$200,000. 00
$100,000. 00
$100,000, 00
$100,000. 00
$100,000. 00
$200,000. 00
$100,000, 00
$500,000. 00
45,000, 00
$20,000,00
$100,000. 00
$200,000. 00
$100,000.00
$100,000. 00
$100,000. 00
$500,000. 00
$500, 000, 00
$500,000. 00
$50,000. 00
$200,000. 00
$100,000. 00
$500,000, 00
$500,000. 00
$100, 000, 00
$5,000. 00
$20,000. 00
$100,000. 00
$100,000. 00
$100,000, 00
$100,00¢. 00
$200,000, 00
$200,000. 00
$10¢, 000, 00
$100, 000, 6
$10,000. 06
$10,000. 00
$10,000, 00
$10,000, 00
$50,000,00
$120,000. 00
$10,000,00
$10,000,00
$10,000, 00
$10,000. 00

$12,658.23
$126,582. 28
463,291, 14
$63,291. 14
863,291, 14
$64,935, 06
$129,870. 13
$64,935.06
$324,675.32
$3,206.75
$12,967.01
864,935, 06
$125,870,13
$64,935.06
$64,935. 06
$64,935. 06
$324,675.32
$324,675.32
$324,675,32
432,467.53
$129,870. 13
$64,935.06
$324,675,32
$324,675.32
$64,935.06
43, 164,56
$12,458.23
$63,291. 14
$63,291. 14
$63,291. 14
$63,291. 14
$126,562. 26
$126,562. 20
$63,291. 14
$03,291. 14
$6,329.11
$6,329, 11
$6,329, 11
$6,329. 11
$31,645.57
$75,949,37
$6,329, 1
$6,329. 11
$5,329. 11
$6,329. 11

$7,341.77
$73,417.72
$36,708,86
$36,708.86
$36,708.86
$35,064.94
$70, 129,87
$35,064, 94
$175,324.¢"
$1,753,2%
$7,012.9%
$35,064.94
$70,129.87
$35,064,94
$35,064.94
$35, 064,94

- $175,324,48

$175,324.68
$175,324. 68
$17,532.47
$70,129.87
$35,004.94
$175,324. 68
$175,324. 68
$35,064.94
$1,835, 44
47,341,717
$36,708.86
$34,708.8e
$30,706.86
$30,708.8¢c
$75,417.72
$73,417.72
$36,706. 66
$306,708. 8¢
$3,670,89
$3,67C,89
$3,670,85
$3,670.89
$18,354.43
$44,050,63
$3,470.89

. =$3,670.8%
$3,670.89
$3,670.89
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June

June

June

June

June

June

July

July

July

July
August
August
August
August
August
Septeaber
Septeaber
Septeaber
Septeaber
Septeater
Septeaber
Sepleaber
Sepleater
Septeaber
October
October
October
October
October
October
October
hoveaber
Noveabe:
Npvember
«Noveaber

Noveaber .

Noveaber
Noveaber
Noveaber
Noveaber
Koveaber
Noveaber
Noveaber
Noveaber

1984
1984
1984
1984
1984
1964
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1584
1964
1984
1984
1984
1964
1984
1984
1984
1984
1984
1984
1984
1964
1984
1984
1964
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984

$20, 000, 00
$20,000.00
$20, 000,00
$10,000,00
$20(, 000,00
$100,000, 00
$5, 000,00
$145, 000,00
$20,000.00
$100,000, 00
$300, 000, 00
$200,000,00
$50,000.00
$20, 000, 00
$100, 000,00
$25, 000,00
$200, 000,00
$220,000.00
$50,00¢.00
$1v,000,00
$5,000,00
$20,000.00
$120,000,00
$100,000,00
$3,000,00
$200,000,00
$10,000,00
$10,000,00
$10,000,00
$10,00¢, 00
$10,000,00
$500,000,00
$504, 000, 00
$500, 000,00
$500, 000, OC
$500,000, 00
$500, 000,00
$500,000,00
$500, 000,00
$500,000,00
$5, 000,00
$500,000.00
$500,000.00
$500,000.00

$12,650.23
$12,658. 23
$12,658.23
$6,329. 11
$126,562. 28
$43,291. 14
$3, 164,56
$91,772, 15
$12,658.23
$63,291. 14
$316, 455,70
$126,562. 28
$31,645.57
$12, 656,23
$63,291, 14
$15,822.78
$126,562.28
$139,240.51
$31,645.57
$6,329. 11
$3, 164,56
$12,458.23
$75,949.37
$63,291. 14
$3,164.56
$125,562.28
$6,325.11
$6,329.11
$6,329, 11
$6,329. 11
$6,329, 11
316,455, 70
$316,455. 70
$316,455.70
$316,455.70
$316,455.70
$316,455.70
$316,455.70
$316,455.70
$316,455,70
$3, 164,56
$316, 455,70
$316,455,70
$316,455.70

7,301.77
$7,341.77
$7,341.77
43,670.89
$73,417.72
$36,70F 94
${,83:. 44
$53,227.85
$7,341.77
$36, 708. 86
$183,544.30
$73,417,72
$18,354.43
$7,341.7
$36, 708, 86
$9,177.22
$73,417.72
$80,759,49
$18, 354, 43
$3,670.89
$1,035. 44
7,307
844,050, 63
$35,708. 8
$1,835.44
$73,417.72
$3,670.89
$3,670,89
$3,670,89
$3,670.89
$3,470.89
$183, 544,30
$183,544,30
$183,544. 30
$183,544, 30
$183,504. 30
$183,544, 30
$183,544,30
$183,544, 30

. 4183,544,30

$1,835.44
$183,544,30
$183,544, 30
$183,504, 30
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http:183,544.30
http:316,455.70
http:500,000.00
http:183,544.30
http:316,455.70
http:500,000.00
http:183,544.30
http:316,455.70
http:500,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:4183,544.30
http:316,455.70
http:500,000.00
http:183,544.30
http:316,455.70
http:500,00,.00
http:183,544.30
http:316,455.70
http:500,000.00
http:183,544.30
http:316,455.70
http:500,000.00
http:183,544.30
http:316,455.70
http:50,000.00
http:183,544.30
http:316,455.70
http:50u,6O(,.0C
http:183,544.30
http:316,455.70
http:5i,00o,.00
http:1B3,544.30
http:316,455.70
http:5Wr,000.00
http:183,544.30
http:6316,455.70
http:500,000.00
http:3,670.89
http:6,329.11
http:10,001.00
http:3,670.89
http:6,329.11
http:1U.000.00
http:3,670.89
http:6,329.11
http:10,00c.00
http:3,670.89
http:6,329.11
http:1U,00'.00
http:3,670.89
http:6,329.11
http:10,00(.00
http:73,417.72
http:126,582.28
http:200,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:36,708.86
http:63,291.14
http:100,000.00
http:44,050.63
http:75,949.37
http:120,000.00
http:7,341.77
http:12,658.23
http:20,000.00
http:1,835.44
http:3,164.56
http:5,000.00
http:3,670.89
http:6,329.11
http:Iu,000.00
http:18,354.43
http:31,645.57
http:5(,00(,.00
http:80,759.49
http:139,240.51
http:22U,000.00
http:73,417.72
http:126,582.28
http:20(0,000.00
http:9,177.22
http:15,822.78
http:25,000.00
http:36,708.86
http:3,291.14
http:4100,0,.00
http:7,341.77
http:12165B.23
http:18,354.43
http:31,645.57
http:50,00(.00
http:73,417.72
http:61261582.28
http:200,000.00
http:183,544.30
http:316,455.70
http:636,708.86
http:63,291.14
http:610(',000.00
http:7,341.77
http:12,658.23
http:20,0hu.00
http:53,227.85
http:91,772.15
http:6145,000.00
http:f,68h.44
http:3,164.56
http:5,('0.00
http:63,291.14
http:6100.000.00
http:73,417.72
http:126,582.28
http:s200,000.00
http:63,670.89
http:6,329.11
http:S10,oo,.oo
http:17,341.77
http:12,658.23
http:20,000.00
http:7,341.77
http:12,658.23
http:620,000.00
http:67,341.77
http:12,658.23
http:120,000.00

Noveaber
Noveaber
Novesber
Noveaber
Noveaber
Noveaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
December
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
Deceaber
February
Harch
Harch
Harch
March
Harch
Harch
Harch
Harch
fApr1l
April
Apr1l
Apr1l
Apr1l
fpr1l
fApr1l
Hay

*Hay
Hay
Hay
Hay
June
June
June
June

1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1984
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985

$200,000.00
$200,000,00

$10,000,00
$200,000,00

" $120,000.00

$25,000,00
$500,000.00
$500,000. 00
$500,000, 00
$500,000. 60
$500, 000,00
$300,000.00
$150,000.00
$500,000. 00
$25,000. 00
$20,000.00
$5,000.00
$152,000.00
$152,000.00
$116,000.00
$5,000.00
$500,000.00
$120,000.00
$120,000.00
$220,000.00
$500,000.00
$500,000.00
$500,000.00
$200,000.00
$25,000,00
$152,000. 00
$25,000.00
$25,000.00
$300,000.00
$150,000.00
$500,000. 00
$500,000. 00
$500,000. 00
$500,000.00
$500,000. 00
$500,000.00
$10,000.00
$108,000. 00
$116,000.00
$120,000.00

$126,562.28
$126,562.28

$6,329.11
$126,532.28
$75,949.37
$15,822.78
$312,500,00
$312,500.00
$312,500.00
$312,500. 00
$312,500.00
$187,500. 00
$93,750,00
$312,500,00
$15,625,00
$12,500,00

$3,125,00
$95,000.00
$95, 000,00
$72,500,00

$3,125.00
$312,200. 00
$75,000,00
$75,000. 00
$137,500.00
$312,500.00
$312,500.00
$312,500.00
$125,000,00
$15,432. 10
$93,827. 16
$15,432. 10
$15,432. 10
$185, 185. 19
$92,592.59
$308, 441,98
$308, 641,98
$308, 641,98
$308, 641,98
$308, 641,98
$308,441.98

$b, 172,84
$66, bbb, b7
$71,604,94
$74,074,07

$73,417.72
$73,417.72
$3,670.89
$73,417,%)
$44,050, 63
$9,177.22
$187,500. 00
$187,500.00
$187,500. 00
$187,500. 00
$187,500.00
$112,500. 00
$56,250.00
$187,500.00
$9,375.00
$7,500.00
$1,875.00
$57,000.00
$57,000.00
$43,500, 00
$1,875.00
$187,500, 00
$45,000, 00
$45,000,00
$82,500.00
$187,500. 00
$187,500.00
$187,500.00
$75,000,00
$9,567.90
$58,172.84
$9,567.90
$9,567.90
$114,814.81
$57,407.41
$191,356.02
$191,358.02
$191,358.02
$191,358.02
$194,358.02
$191,358. 02
$3,827. 16

L $41,333.33

$44,395,06
$45,925,93
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3.95
3.95
3.95
3.95
3,95
3.95
4,00
4.00
4,00
4,00
4.00
.00
4,00
4.00
4.00
4.00
4,00
4,00
4.00
4.00
4.00
4,00
4.00
4.00
4.00
4.00
4,00
4.00
4.00
4,05
4.05
4,05
4,05
4.05
4,05
4.05
4.05
4.05
4,05
4.05
4,05
4.05
4.05
4.05
4.05



June
June
June
July
July
July
July
July
July
July

1965
1985
1965
1985
1985
1985
1985
1985
1985
1985

$220,000,00
$500,000.00

$5,000,00
$104,000,00
$120,000,00
$200,000,90
$500,000.00
$500,000.00
$502,000.00
$200,000. 00

$88, 402,000, 00

$122,222.22
8308, 641,98

43,086, 42
$56,155.51
866,664, 67
$111,110. 11
$275,938. 19
$277,171.78
$278,888. 69
$107,991.3¢

$56,020,969. 69

$97,777.78
$191,358. 02

$1,913.58
$47,844,49
$53,333.33
489,888, 89
$224,061,81
$222,222.22
$223, 111, 1
$92,008, b4

$32,381,030.31
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EXHIBIT 3

(2 Y- CLARSIPICATION Co (Paae 1 Of 5) ‘
BAN SALVADOR UNCLASSIFIED \‘~\.____¢’
12356
'EO. 1658t | N/A -
TAGS.
SUBJECT Rate of Exchange for AID Official Transactions
ACTION SECSTATE WASHDC PRIORITY
INFO: AMEMBASSY TEGUCIGALPA

007318

UNCLAS SAN SALVADOR
AIDAC
TEGUCIGALPA FOR RLA

REF: San Salvador 6954

l. The formalizing of the limited'parallel foreign

AMB
DCM exchange market has led USAID to review the question
*POL
.. ECON of the exchange rate to be used in the purchase or
.USICA
.DAO generation of local currency attendant to implemen-
. MILGRP
CHRON tation of the US economic assistance program in E1l
Salvador.
DRAMED BY. DRAPTING DAYE TEL EXT couTtuﬁrAﬂﬁr{‘ 1ON AFPPROVES BY
Py
DIR:MVDagata/ea 9/3/82 317 :Mg‘ gé/)b: 7,
~ DIR:MVDagata/ 9/3/ o1R:MOBLqe ek %‘57\‘
“BCON:BLincoln CONT:TGBebout _gl
UNCLASSIFIED OPTIONAL FORM 1
CLASSIFICATION """;:Lf,s':‘
S0183 %01 Dopt of S
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EXHIBIT 3

. (Page 2 of_ji
r-;he ©f this question
/ implications/are bresently somewhat limited

since k they involve for the moment only dollar’
financing of local costs and the housing
. guaranty program. Nevertheless thig ig a signi-
ficant source of foreign exchange, amounting

to a projectea $30-$50 million in 1982.

2. Concerning PL-480 ang AID balance of pay-
Bents support, since s0~called pPriority imports
(80 percent of total imports) including food-
stuffs ang imports attributed to AID balance of
Payments support come in at the official rate
(2.50 colones to the dollar), local currency is
generated at the official rate. 1If eventually
these items:::E 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 loeal
costs (including HiIg dollarsj should be exchangeg
18 a matter of what is lawfu)l under the Present
Circumstances. There are algo important economic
(balance of p;yments, fiscal ang Price level)
implications for E) Salvador.

4. The pmxx Legal Question: The official rate of

L—exchange remalns 2.5 colones to the dollar. a1

—J

UNCLASSIFIED

Clsasnilication

OPTIONAL FuRM '53a
(Farmeriy £g £°Ja)

Janupry 137¢
0183 201 Oeot ot 5 518

41
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EXHIBIT 3

(Page 3 of 5'}1

official transactions, as pProvided for in the
IMF/GOES pa 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-
mercial banks and other financial institutions
in E1 Salvador to purchase dollars at the

parallel markat rate from the following four

* Bources:

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

= Personal remittances from abroad.

= Bonoraria ang commissions for personal
services, ang

= Funds from special foreign exchange
accounts.

The last source (special accounts) according

to Central BRank regulations, can be supplied only

UNCLASSIFIED

Cilassitication

OPTIONAL FuB' 3
(Formeriy Fs ¢
donuary 1

Dev1 ot s

o
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EXHIBLT 3
(Page 4 of 5)

and we have been advised by Central Bank
legal counsel that such transactions would be
unlawful.
5. Economic Considerations: The AID dollars
in question amcunt 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 &s 40 per-
cent of present foreign exchange resources
flowing through the parallel market and 11 per-
cent of Central Bank foreign exchange availabj-
ity for priority imports (food, medicines, energy,
and irtex intermediate goods for industrial
production).

7the anticipates effane 0} SXCRANGe Iate structure
Mxix dollars to the parallel market would be a
shift perforéé of an undetermined amount of
Priority imports (up to the amount of dollars in
question) to the parallel market with attendant
Price increases which would have to be passegd
through the economy. Local commercial bankers
advise that the greatest demand for dollars in the
parallel market is to finance travel (tourism,

education, etc.). We would expect, absent further

-

UNCLASSIFIED

Clazaiticstion
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EXHIBIT 3

(Page 5 of 5) j

fentral Bank imposed limitations, continued -
strong demand for dollars for these Purposes in
competition with priority importsg.

USAID is Presently Ireviewing the Project-
by-project impact of local cost financing at
the parallel rate. oOur tentative conclusion 1g
that project execution constraints (i.e., the
assumption that the pace of project activity
could not be significantly accelerated) and the
severe limitz*ions on increased GOES Project
financing which in Bome cases would be necessary
to maintain the statutory 25 percent contribution,
would combine to reduce the rate of goliar disburse-
Bents. At present, the rate of x inflation in El
Salvador (some 12 percent) is not an important
factor threatening Successful project execution.
6. On the basis of the foregoing ang consultations
with RLA, we will continue to finance local COsts at
the official exchange rate. Wwe will be alert to
changes in Central Bank regulations ©r other factors
that would permit our shifting to the parallel
market. -

BIM%
L . —
UNCLASSIFIED
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December 10, 1982 Eal memoranf‘ium
John Clyne, RLA % K-%*f*

suntcr:  New Central Bank Regulations on the Para

vo. Mr. Martin V. Dagata, DIR

On December 10 Pat Buckles and I met with Mr. Joaguin Morazan,
Acting President of the Central Bank, and the bank's lawyer. we
requested clarification of paragraph 5 of the new Central Bank
regulaticns concerning exchange rates. He stated that in his
interpretation of the paragraph it did not pertain to i ternational
loans and gr..ts but only to administrative and operating expenses
of embassies, consulates, etc. From the documen:s he showed me,

1 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 | Rendo Monetario be requested
to provide an opinion confirming thatl of the Central Bank. Wwe
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 uUs.” This would be an
additional protection in case I am in lerror.

FunTA

22

JClyne/ea

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

OPTIONAL FORM NO 10
(REV. 7-78)
‘ GSAFPMR (QICrR)10)-11 ¢

7
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Decenber 10, 19!}%~ %#f memorcmaum |
John Clyne, RLA K-

susect:  New Central Bank Regulations on the Para

Yoo 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 pParagraph 5 of the new Central Bank
regulations concerning exchange rates. He stated that in his
interpretation of the paragraph it did not pertain to 1 ternational
loans and gr..ts but only to administrative and operating expenses
of embassies, consulates, etc. From the documents he showed me,

1 personally was satisfied with his interpretation. At this time
there appears to be no further feason to suspend disbursements.
However, 1 strongly suggest that the |Rewdo Monetario be requested
to provide an opinion confirming thati of the Central Bank. Wwe
asked the Central Bank to provide a itten opinion. They stated
that, although they understood the ney regqulation clearly, they
could not officially interpret it for \us. This would be an
additional protection in case I am in {error.

:.V NTHA

¥

JClyne/ea

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

OFTIONAL FORM NO 10
(REV. 7-78)
i GSA FPMR (61 CPFR) 101-11.0
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WNITED STATES OF AMERICA AL I. D. MISION EXHIBIT 4
YO EL SALVADOR (Page 2 of 5)
C/0 AMERICAN EMBASSY,
SAN SALVADOR, EL BALVADOR, €. A

RECEIVED By oFr

February 11, 1985 OF THE CCxTROLL
MPORANDLM

"85 FED 13 Pp 3
TO: Bastiaan Schouten, DDIR

FROM:  Gail Lecce, KA Y
SUBJECT: legislation arnd Regulations Affecting Exchange Rates used for
A.1.D. Project

Prohlem: (1) What limitations are there on calculating the amount of

local currency that must be deposited pursuant to ESF cash transfers?
(2) What rules apply to the rate used to exchamge dollars for local

currency urder DA or ESF projects?

Discussion:
1. Calcvlatina the Amount of Currency Deposited under ESF Cash Transfers
A. Prior to Establishment of a Separate Dollar Accourt

"' The Tody of the standard project grarmt ard lcan agreements contain
the following provision with respect to exchange rates:

Section 7.4 (8.4 in the Loan Agreement) Rate of Exchange. Except as
may e yore specifically provided urmder Section 7.2(8.2), if furds
provided urder the Grant (Loan) are introduced into (rame of country)
ly A.1.D. or any puhlic or private agency for purposes of carrying
out ohligations of A.1.D. hereursier, the Grantee (Borrower) will make
such arrangements as may be necessary so that such furds may be
converted into currency of (name of country) at the highest rate of
exchange vhich, at the time the conversion is made, is ot unlawful
in (name of country).

A similar provision is included in the Bilateral Agreement with El
Balvador. Article V of the Bilateral states thati

Futrls used for purposes of furnishing assistarnce hereurder shall e
convertihle into currency of El Salvador at the rate providing the
largest mmter of uvnits of such currency per U.S. dollar vhich, at
the time conversion is made, is not unlawful in E} Salvador.

The stamlard provision applicable to exchange rates ig& not included in
cash transfer agreements, including the 0267 agreement, however, because
mw funds are actuallv exchanged urder a cash transfer. For the same
Yeason, Article V of the El Salvador Bilateral is mot amolicable to cash
transfers. The provision in the originmal 0267 agreement that is
applicable to local currercy is the followirg covenmant (Section 7.b.):



-2- EXHIBIT 4
That the COFS will ecnuse the Certral Recerve Banv, within two 33‘%%3 of 3)
followirg the distursement of fumds under thic nareement, to deposit

in a special account currency of the Republic of Fl Salvador

ecuivalent in amount. to the United States dollar dishursement made .

under the agrecmemt for the vurpose of helpim to meet the financial
requirements of its Agrarian Reform Program.

The original agreement also included a requirement that the colon
equivalert of $20 million (the grant amount) be made avajlable to meet
the workim capital credit requirements of the private sector in El
Salvador during the twelve months following signature of the agreement.

A provision similar to the first, requiring that the GOES deposit
into a special account the colon equivalent of the dollar grant, was
included in each amerndment to the agreement.

Because the provision of local currency urder the ESF cash transfer
agreements is a denosit amd mot an exchanoe, the provisions in the
Bilateral Agreement ard the stardard proviasions do mot apply. Nor is
there other legislation or A.l.D. regulations that are directly
applicable. In fact, there is ro specific requirerent that this
provision e included. The provision to deposit local currency,
therefore, stards on its own, amd the two parties to the agreement, USAID
anl the QOES, are left to determine what they meant bBv an "equivalent"
amount of local currercy.

The Avplified Project Description attached to the origimal agreement
specified the amunt of colones that was to be derosited pursuant to this
covenant. That amount was determined ty using the official exchange
Tate, 2.5. (I do not know what the status of the parallel market was at
that time, however; mavie there was mo question in 1980 about what was
meant by an equivalent amourt.) Later agreements do not specify what is
meant ty an equivalent amount, ard it is up to the parties to decide
whether the amoumt was to be calculated using the official or parallel
rates. Either one is legellv permissible, since the recuirement is for a
deposit of funds, mot a8 direct exchange of dollars.

One provision of the FAA that should ke taken into account when
determininy what is meamt by "equivalemt", however, is Section 609.
Section 609 recuires that when commcdities are provided under an ESP
grart (CIP), the recipiemt country must deposit in a special account
local currercy in an amount ecual to the proceeds which accrue to the
oountry from the sale of the corcdities. By ats terms, this provision
does ot apply to a cash transfer. However, som2 of the provisions that
have heen imcluded in cash transfers are meant to replicate the
provisions of a CIP, amd thus obviate objections to wot doimg a CIP,
vhile at the same time ot apolyim all the more stringent requirements
©of a CIP ard slowing down disturserents. 1 assume that the requirement

O
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to deposit loral currency in an amount equivalent to the grant was meant
to parallel the requircrents of Section 609. At the very least, the game
ratiomale was behird the requirerent.

On that basis, an "equivalent” amount ghould be determined based on
the pctual rate the GOES uses to exchange the dollars. If 50% of
exchanges are at the parallel rate ard 50 at the official rate, the
amourt deposited into the special account should reflect that mix.
Anything less (i.e., an ecuivalent amount tased on the official exchange
rate) may not satisfy the expectations of those who are interested in the
pProgram. Nevertheless, technically, FAA Section 609 does not arply to
cash transfers, anl there is no legal recquirement to use the actual rate
of excharme gpplied to the transactions using these dollars to determine
the amount of local currency that must be deposited.

B. After Estallistment of a Separate Dbllar Acoount.-

The FY 1985 Comtinuing Resolution reguired that the ESF dollars
provided to El Salvador be deposited in a separate account in the Central
Rank. The legislative history made clear, however, that the funds being
providad were still considered a cash transfer, and that legis)ation
apelicable to camodity procurements did mot apply. Urder the Mission's
arrarqements for establishing this separate account, -specific dollar
transactions will be tracked against the dollars in the acoount.

The principles for determinima an “eocuivalent" amount of local
currency cited alove cortinue to aooly. Practically speaking, however,
it recomes much more aoparent exactly how much local currency is
represerned by these specific dollars, ard more difficult to logically
applv the official excharge rate in determining the amount of local
currency that js “equivalemt" to the dollars. The tracking system will
Clearly show that ruch more local currency is being generated with the
amourt of dollars that we are makirg avajlable than we are requiring to
e decosited, if we use the official exchame rate to determine the
equivalernt amount. Jt will ke oMvious that we are not duplicating the
Tequirements under FAA Section 602. Mevertheless, legally, the Mission
could comtinue to use the official rate to determine the equivalent
amount. To avoid confusion ard later secord-guessing, the Mission may
wart to specify in the Agreement or in the Amlified Project Description
the method that will Ye used for determining an “equivalent” amount of
docal currercy omce the separate dollar account is established.

(r
2. Fxchame Rate Aoolicahle to Prodects (ESF or m)

Tre official rate of 2.5 is currently used to exchange dollars urder
A.I.D. projects. This seems to ke based on the fact that the Ley del
Reairen Yonetario estahliched this as the official and only legal rate
except with respect to transactions for which the parallel rate is
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4.

i fieally PermingiNe, The Parsllel rate hap hrepg E33e Jegn) for
*currtas essocialen Oc A8t en poneda extranjera, que Jes venlan 1o
Geronitart ag® (Ece attazted), honwr, the Juma Monetaris hap

- There are two YR to imterpret thome Provislons 4n the Bilatera) a3
the project 8gTeererts, The irterpretation that ecens to have heen yped
In the past s that they rean that the Motert rate that 4a leja) for
these e fyc tronsactions ehoyld te used, Bocauge the officia) rate {g
the only (ard thus higdtest) rate estehlished for these types of
tra~snctions vrider Salvadaran law, that {5 the rate which rust e usal,

The other Wy to intarpret the excarge rate ﬁro»daims in the
Rilstera) pr3 the proiect dTeeentg {5 that they requre the GES to
& tamge dollarg Provided urder ooy Projects at the highect rate that 1y

Recause the Bilataral Aoreerent han treaty gptatus, 4¢ ehauld take
Precefernce over a 9eeral Salvadoran law aDlylirg the of f{icim} excta me
raste to al} trareact o eXCept ar exewyes, Mﬂtiomlly, exch time the
lJeiplature &Oroves a project AoTeemrt comtalning the Rchest excha
rate provision, it ean e deered to have rode pach pn excnption to the
@ereral law requrim aplicetion of the official rate, Udder this Y{re

! indm, v Bould he gettim the el-nte_—lorﬁud\anges Vrder
our projects, i »ecod_ WAy qu—&'e;’z;:ﬁrg the exchange rate” -
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