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Subject Section 
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MICRO-FINANCE ACTIVITIES 1.3 
TRAINING OF CEM MANAGEMENT AND BOARD 1.4 
ASSIST CEM WITH SALE OF SHARES TO THE PUBLIC 1.5 

EXHIBIT 1 -- TABLE - SUMMARY OF TASKS 
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Tasks and sub-tasks for the revised work plan follow with discussion. Reference 
should also be made to the table in Exhibit 1 attached hereto. 

1.1 Work on Clarification of Legal and Regulatory Issues to Remove 
Ambiguities. 

This work includes analysis of an amendment to abrogate 951019 now under 
consideration by GoM, analysis of a decree, and the drafting of by-laws for the CEM. 
Ongoing advice will be provided as appropriate with respect to all legal matters and 
CEM's possible application for a banking or operating license. Completion of the 
work in this task 1.1 is essential to the realization of USAID's objectives. 

The work of this task, which began in May, 2000 and will continue through June 
2001, is aimed at partially achieving results set forth in Task A in the W. A 
secondary contribution would be made to the result in Task E. The anticipated result 
would be a functioning Board of Directors (or members of a Conseil 
d'Administration) and solutions to hindrances, if any, in the sale of a minority of 
CEM shares and hence its partial privatization. Completion of this part of the work 
plan depends upon passage of the new law abrogating the old one, which is now 
anticipated by May 2001. 

Personnel who will be responsible for these tasks are set forth in Exhibit 1. 

1.2 Institutional Development and Strengthening. 

This task comprises the internal affairs of the CEM, to include financial management, 
information, and control-oriented activities in order to confirm the integrity of CEM's 
accounts and operations, in particular to check for progress against the Delta audit 
report covering 1997 and an Assessment Report prepared by Chemonics. This 
component, which under the revised work plan has been enhanced at the request of 
counterparts at the CEM who are pleased with its value, also includes review of 
performance yardsticks and proposal of a profitability 1 sustainability indicator, 
assistance in compliance with IASC I CSBF accounting standards, and assessment of 
potential CEM tax liability as an S.A. compared with that as an EPIC. 3-year financial 
projections for the CEM will be prepared and a draft business plan completed for use 
in 1.5 below. Recommendations for implementation in the 1999 Delta audit report 
will be pursued, and Consultant will assist with closure of as many exceptions as 
possible. Both interim and final assessment reports will be generated for inclusion in 
deliverables due to USAID in progress and completion reports (see "Deliverables" in 
Section 2 below). The results set forth in Tasks B, C, and D, which represent a 
substantial part of work required under the terms of the RFP, will be addressed in this 
section of the plan. The work will occur &om May 15, 2000 until June 30, 2001, in 
three missions. two of which will be scheduled in 2001.. 

Personnel assigned to these tasks are set forth in Exhibit 1. 
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1.3 Micro-finance Activities 

Because of the importance of micro-finance as USAID's objective for the CEM, as 
well as to the Government of Madagascar and to bilateral and multilateral donors, a 
separate task has been created in this area in the work plan. In order to write a 
business plan for the CEM and sell shares to the private sector, information about the 
market for micro-finance services for a business plan must be gathered. In that 
connection, communication with other organizations with respect to the development 
of micro-finance will be undertaken in view of the potential status of the CEM as the 
most important funding source for micro-finance in Madagascar, should it undertake 
micro-finance credit activities. 

Results for this task include input for a business plan, and attendance at select 
meetings for informational purposes as decided by USAID. The business plan, which 
will be drafted as part of Tasks 1.3 and 1.5 hereunder, will contribute to 
accomplishment of result in Task E, the "sale of fairly valued shares to the public." 

Personnel assigned to these tasks are set forth in Exhibit 1 attached. 

1.4 Training of CEM Management and Board 

The Chemonics team will impart knowledge to CEM management as an ongoing part 
of this work plan. In addition, two 2-day seminars will formally be given fiom March 
to early April, 2001 to CEM staff in financial management and control and principles 
of credit management. A third seminar in corporate governance will be given in June 
2001. Coordination and administrative support for the training will come &om a 
qualified local coordinator. 

A final report about training and future needs will be part of the Completion Report 
required as a deliverable as part of the Task Order. This task responds to USAID's 
requirement for a training component within the work plan. 

1.5 Assist CEM with Sale of Shares to the Public 

This section of the work plan responds to Task E in the RFP and is related to Task A, 
in that legal documents prepared and required for transformation to an S.A. and for 
regulatory reasons, relate to the task of structuring and placing shares. In addition to 
legal documents, there are other requirements for a share issue at the Ministry of 
Privatization that will be examined. A basis for share valuation has been established 
and recommended, and a final of a business plan (or prospectus) and notice in 
conformity with GoM requirements with inputs and drafts fiom tasks 1.2 and 1.3 
above will be drafted. 

Consensus among counterparts will be sought with respect to the strucutre and 
identity of the minority shareholding. This will include making contacts with potential 
foreign based strategic investors, as has been encouraged by USAID and the CEM. 

While activities set forth in Task E suggest an actual execution role in the closing of 
an investment transaction, based upon conversations with USAID, Contractor intends 
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only to provide know-how and an investor prospect list to AD with respect to such a 
transaction and would not negotiate or mediate between interested investors or the 
CEM as a broker or an agent. In addition, a suggested business strategy that would 
normally be made part of a draft business plan (or prospectus) would include 
proposed ownership configuration for the CEM and disclosure of proposed CEM 
management and governance, as well as recommended lines of business accompanied 
by financial projections. 

Because such a draft business plan and possible share issue involves policy 
implications and interests for USAID with respect to the future of the CEM and its 
governance and configuration, Contractor accordingly intends to furnish all materials 
prepared under this Task 1.5 to USAID without providing advance copies to CEM or 
GoM counterparts. USAID may then at its discretion, authorize release by us of these 
materials to Malagasy counterparts. 

The remaining work under this task will take place between March 10,2001 and June 
30,2001. Personnel assigned to the task are set forth in Exhibit 1 attached. 

Following are deliverables required under this Task Order: 

This second revised work plan, which includes a training plan component as 
well as a monitoring and evaluation component (original work plan was 
submitted in July 2000). 
De-briefings for USAID Mission to be conducted at the conclusion of all 
short- term consultant visits. 
On July 31,2000, a progress or interim report was submitted, with inputs fkom 
members of the team. This report indicated services provided, activities 
implemented in accordance with the work plan, results obtained, an 
assessment and of the status of privatization for the CEM by the Government 
of Madagascar, and a discussion of critical success factors to be taken into 
consideration in continuing support to the CEM in institutional development 
and micro-finance. 
By May 1, 2001 a short form status report will be provided to USAID with 
respect to the work under this plan. 
By June 30,2001, a completion report summarizing findings, conclusions and 
recommendations will be provided. The completion report will include copies 
of all draft legal and other documents provided to the CEM as part of the work 
under the plan. 
Proper documentation and a closing inventory of all commodities and USAID 
resources transferred to the CEM will be prepared and fonvarded. 



CEM: Revised Work Plan 

Key issues are presented the table below with mitigating factors. 

Key Issue Mitigating Factor 
Political delay in submitting 951019 
amendment to Parliament, now due in 
December. 

Delay in deciding and issuing the decree 
implementing or by-laws because of 
political issues or administrative inertia. 

Formal expression of interest by USAID 
in comment on draft documents. Personal 
relationships developed by team members 
with counterparts. 

None 

Contractor is an adviser, not a principal, 
so does not control the action of 
counterparts at CEM and GoM if they 
disagree. We do not control the 
privatization process. 

None, except for quality service and 
advice. Keep USAID informed of 
developments. 

I 

Micro-finance donor opposition to CEM 
project for reasons of "turf." 

Communicate with organizations 
interested in micro-finance. 
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Exhibit 1 

Task List 
Madagascar CEM Project 

Task Duration Resources 
Work on clarification of legal and 

regulatory issues to remove ambiguities 
I I 

Identify issues re. implementation of new law 
Svecific leeal issues - 
Regulatory issues 

Prepare assessment report re. legal status 
Check list I action items for law as part of interim 

posslb1;decree attendant to 95/01 9, by-laws. 
Adwse and asslst ~ 7 t h  agreement in principle 1 July 15 -June 1 FHD, WSC, LLF 

May 15 - June 
30.2001 

grogress report 
Draft legal documents or provide comment, to 
assist the CEM in eliminating ambiguities relating 
to its legal status, e.g., amendment to 951019. 

I I between CEM and Post office, vroGde &A 1 30.-2001 I 

FHD, WSC, 
OSICL, LLF 

May 15,2000 - 
June 30,2001 

July 28,2000 
June 9Jul28, 

protocol d'accord for use by pikes if applicable. I ' 

Provide ongoing advice and knowledge as I May 15 -June I WSC, FDH, OSICL 

FHD, LLF 
wsc 
FHD, LLF - 

FHD, WSC 
2000 
May 15,2000 - 
Feb 15,2001 

LLF, FHD 

KN, WSC, LC 

appropriatLto the RFP and work plkwith respect 
to CEM's possible application for a banking or 
operating license. Keep USAID updated on this 

process and its course. 
Institutional Development and 

Strengthening 

30,>001 

May 15, 2000- 
June 30,2001 

I I 

KN, WSC 

Check for progress against first Delta audit report 
and Chemonics Assessment Report and assist CEM 
as appropriate in closing exceptions in the reports. . 
Assist CEM as appropriate in follow-up and 
implementation of recommendations from second 
Delta audit report on 1999 statements, and in 
closing exceptions in this report. Follow-up on 
earlier team recommendations for internal 
strengthening. Review Chemonics Assessment 
report of 1999 and provide a memo to USAID 
summarizing findings. 
Review CEMperjormance yardsticks for change 
and develop one additional one for AID to track 
profitability /sustainability 

Assess tax liability as EPIC and as SA and 
its impact on sustainability 1 profitability 

WSC 

WSC, KN 

March 10,2001 
-June 30,2001 

May 15 -July 
28,2000 

May 15,2000 - 
Apr 15,2001 

May 15, 2000- 
July 28,2000 

KN, WSC, LC 

I I 
Assist the CEM in compliance with IASC / CSBF 
accounting standards and requirements and 
recommend steps as appropriate. 
Provide input for choice of auditor and recommend 
terms of reference 
Monitor audit work 

May 15,2000 - 
June 30,2001 

May 15,2000 - 
Jun 10,2000 
July 12,2000- 

KN 

KN 

KN (WSC, LC) 
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FHD= Dulles, WSC=Chase, KN=Nguyen, OS=Shahenshah, CL = Chris Lundstrom, 
LC=Qualified Local Coordinator, LLF= Qualified Local Law Firm 


