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GENERAL REVIEW

Purpose of the Program

A surface earthquake of a magnitude of M1 6.2 occurred in Colombia January 1999. Its epicenter
was in Quindio Department, and it serioudy affected the area known as the Colombian Coffee
Zone, over 37,000 families were left homeless, more than 1,000 people died and 3,500 were
injured.

Through USAID, the United States Government alocated the sum of US$9,500,000, defining a
"Limited Scope Grant Agreement” for the implementation of a recongtruction program to ad the
victims of the earthquake in the area known as the Coffee Zone. The principa objective of the
emergency aid to be provided by USAID was asfollows

to support the locd inditutions in providing housng and basic infragtructure services to the
low income victims of the earthquake;

to provide sustainable mitigation models, which required the participation of both public and
private sectors, dso as a sustainable financia investment modd .

PADCO Inc. was contracted by USAID to design and implement the aid program in the field,
which targeted the poorest victims of the earthquake, and those renting accommodations when
the disaster occurred.

Results Expected

Through the implementation of this program (see Strategic Mission Plan 1999-2003), USAID
iniidly had hoped to build gpproximately 1,000 permanent housing units, aswell as the
reconstruction and repair of 10 primary schools and eight hedlth centers

It was aso expected that the models used would provide eements of policy and educationd
methods and practica experiences in the use of gppropriate technologies, the use of local
sagmic-resistant that would facilitate greater local capacity to face and respond to natural
dissgtersin the future.

In addition, USAID assstance emphasized the need to support development of public/private
dliances, which would help increase the number of available jobs and provide income
opportunities for the base communities in relation to programs being undertaken by other donors
in theregion. The Project was designed to be completed in a period of 24 months.

Asaresult of PADCO’s recommendations, in the Design and Strategic Activity Report (Phase 1,
Task 2, March 31, 2000), the Program was adjusted to target the congtruction of 2,600 housing
units or lots with services and two specid projects, one for the education of street children and
the other for the care of the ederly. At the same time, PADCO proposed the prioritization of the
projects supported by dvic organizations and NGOs, which would include investment, research,
innovative solutions, salf-construction development or persond savings programs.



Results Achieved

In generd, the Project achieved each and every one of the objectives proposed by the Mission,
and even exceeded the scope of the work proposed by PADCO in its Design and Strategy
Report The following are among the results attained:
Congtruction of 2,867 housing units for 14,335 persons, approximately 24% of the
neediest families, those paying rent for temporary accommodation or in salf-built
shelters.
The design and introduction of a system for the rgpid revision and environmenta
diagnogis of the reconstruction project, in accordance with the USAID and GOC
regulations.
Construction of the Rilot Guadua (large bamboo) Seismic Resstant Housing, applying
the new standards established in the post- earthquake Construction Code.
Application of different building syssems and the relative research, evaduation and
improvement in technical and financia terms, which resulted in an improvement in the
ingtalled capacity of the participating NGOs.
Congruction of ahome for 65 elderly persons and a school for 250 child street workers.
A tota of 467,000 direct day laborers and approximately 210,000 indirect day laborers
were paid, which is equivaent to creating 1,200 direct and 570 indirect jobs for unskilled
manual labor for one year.
Productive aliances with nine NGOs and sirengthening of their technical, adminidrative
and financid administration.
Mobilization of counterpart resources equivaent to US$6,100,000; for each dollar
invested by USAID, 0.72 cents were invested by counterparts.
Generation of an officia tax doctrine for the practica gpplication of tax exemptions for
the foreign donations established in Colombian Law.

Table 1 summarizes the genera program and the characteristics of the 14 projects operated by
nine NGOs. Annex No. 1 provides the technicd, adminigtrative and financid details of each
project.

Housing Projects. Under the housing program, 12 projects with 2,867 housing units were built
(i.e. 267 more than those fixed by the origind program designed by PADCO and 1,867 more
than those projected in the 1999 Strategic Mission Plan). Alliances were established with NGOs
with recognized nationa and internationa experience, as well as some loca NGOs with good
development prospects for the future. The reconstruction process designed by the retiond
government was supported and aliances were made with other donors to empower investment
and carry out more and better works. In the mgjority of cases, the NGO operators worked with
the communities, seeking to promote community processes and to develop coexistence among
the citizens.

Work was centered on environmental education processes by gpplying nove diagnods
guiddines and stimulating communities to embrace the environment as ameans of protecting the
surrounding environment. Throughout the implementation of the project, stress was laid on the
need for the operators to prioritize the environmenta care required for building developmentsin
new territories.



A pilot project of 80 housing units designed by the Colombia Seismic Engineering Society was
implemented, based on the use of guadua (large bamboo) using the cemented adobe technique.
Guadua isalocd vegetd materiad consgdered to have high seiamic resstance qudities, and was
used when al the villages of the region were originaly built. It was subsequently replaced by
more expensve materidsin processes usng different technologies, omitting any prior evauation
and development of loca materias. Today, the use of cemented adobe has been accepted by the
Colombian Seismic Resstance Code on the initiative of the Colombian Seismic Enginesring
Association, AlS, supported by aresearch proposa financed with money from USAID/OFDA
and FOREC (Coffee Zone Recongtruction Fund) in other reconstruction projects.

Theregion is better prepared to recoup from potentiad devastation resulting from natural

disasters. The recongtruction plan took al seismic threats into account, aswell asthe

vulnerahility of the populaion The maximum requirements of the Colombian Seismic Resgtant
Congtruction Code, NSF98, were complied with and the project was able to use the seismic maps
made post-earthquake by severd nationa ingtitutions with resources contributed by the United
States Government.

Special Projects. Two specid projects were identified and built with USAID funds for groups
of beneficiaries with particular needs. An initia educeation project for the poorest children of the
region was built as part of a program undertaken by the Quindio University, whichis now
attended by over 250 children and has been named Pre-cooperdtive for the Care of Child
Workers of Quindio Department.

Prior to the earthquake, development of this program had been under way within fadilities of the
Universty. Thefadlities were badly affected by the earthquake and subsequently demolished,
leaving a group of children without a school to attend. The program director presented an
unsolicited proposal to PADCO seeking financing, which was sdected among others.

The program covers approximately 250 minor street workers, providing them with forma
education and training in different jobs, so that they will be able to face their own challengesin
the future.

A second project PADCO undertook was recongtruction of the Anita Gutierrez Home, a
residence for the elderly that replaced abuilding damaged by the earthquake. The fadility
included a capacity for 65 elderly residents, both pensioned and on charity.



PROGRAM FOCUS

Strategic Action Framework

The program was focused on the efficient, transparent application of the resourcesin order to
achieve its specific objectives, which would complement other reconstruction resources
established by authorities throughout the Coffee Zone. Thefollowing three Strategic actions were
consdered essentid:

1 To establish and implement a policy and oper ative programming for the
coordination of the USAID and FOREC (Coffee Zone Reconstruction Fund)
resour ces, so that they would be complementary rather than competitive.

Even though it was PADCO's sole responsibility to administer and disburse the USAID
resour ces, three operative policies aimed at establishing a "virtual alliance" with
FOREC were put into operation.

Asssing FOREC in providing housing solutions to affected renter families who were
living in the temporary emergency shelters and whose unit price did not exceed the
cost of one corresponding FOREC subsidy.*

To make effective use of the “property shop window,” or vitrina inmobliaria, set up
by FOREC to identify and sdect projects for its housing recongtruction program, and
to select and support the devel opment of projects to satisfy the needs and preferences
of the target beneficiaries of USAID.

To assst FOREC and the other authorities responsible for reconstruction in

identifying and solving generic problems encountered in planning and

implementation processes.

2. To ensurethe effective, efficient mobilization of the resour ces and capacity of the
civic society organizations, and to strengthen their technical and administrative
capacity through reconstruction processes.

PADCO's action outlines for this purpose included the following:

To prioritize projects sponsored by organizations by induding dements of investment
by the sponsors, innovative solutions, self-help and/or persona savings efforts.

To use these organizations to assg in the identification and classfication of potentia
beneficiaries, thair guidance, training, and active participation in al aspects of the
recongtruction.

To use the same housing recongtruction process to demondtrate sustainable
participation modds, as partners, between the public and private sectors.

1 USAID support did not estimate an amount of over $Col. 5,900,000, the original figure defined by FOREC as a
State Subsidy. Nevertheless, and in view of the continuous devaluation of the $Col., higher investment figures were
achieved, resulting in an average of $Col. 6,380,000 per housing unit and 267 additional units.



To promote a synergic relaionship with the activities of the other donors and
government entities in the region, to achieve rgpid, long lagting results.

To ensurethe most efficient, effective and transparent management of funds
donated by PADCO and the operator NGOsin full compliance with the
requirements of USAID for the use and administration of the same.

The firm of accountants OGR y Asociados, was contracted by PADCO to advise it on the
design, implementation and internal auditing of the operating system and financial
administration of the resources according to the following guidelines:

Definition of the Mandate Agreement as lega support for the actions and presence of
PADCO in Colombia without the necessity of opening branches or agencieswith a
locd domicile.

To establish agngle banking system congsting of asingle cash trandfer network with
adequate interna controls and security to channd the resources of the donation; the
implementation of a single accounting system and procedure to render accounts and
the presentation of reports by al the Operator NGOs, thus facilitating localized
control objectives in consolidated terms in compliance with the Auditing Sandards
required by USAID.

To treat donation resources as liabilities in the donation agreements between PADCO
and NGOs, establishing the appropriate norma commercia requirements, including
guarantee, insurance and other policies and establishing that such liability was paid or
exhaugted on handing over the housing units built to the beneficiaries.

To provide technica assstance supporting integral administration of the donation
resourcesin dl financial and technical aspects.

To guarantee compliance with M unicipal and Construction Regulationsmaking
them appropriate to the post-disaster situation. To ensure the construction of the
pr oj ects while observing the technical standards and seeking a high level of quality.

A basic principle which PADCO required of the operators was to respect general
regulations, as well as the establishment of internal control proceduresto ensure quality.

To ensure no building projects were located in the zones identified as high risk before
they were gpproved by geographic identification of these on the risk maps.

To require operators to work entirely in accordance with the NSR-98 Standard (the
Colombian Standard that establishes the design and construction requirements to
guarantee adequate performance of the structurein case of seismic activity) and other
regulations as a contractual commitment.

Toimplement a system of collaborative supervison, in which the operator did not
cease to be responsible for qudity, but received technica assistance from the PADCO
Supervisor to improve the qudity of the congtruction works.

To support, evauate and promote research and the implementation of innovative
solutions to enable the needs of the target groups to be satisfied. For example,
building sysems using locd materids and renewabl e resources.



Implementation of Key Activities

Definition of Beneficiary Population: Thiswas based on the Specific Donation Agreement, in
which the target population of the project was defined as the poorest families renting
accommodations in the Coffee Zone a the time of the earthquake. In order to implement that

broad god in functiond terms, PADCO, with prior gpprova of USAID and together with the
authoritiesin charge of the recongtruction, decided that the project would initially be targeted at
families affected by the earthquake who were living in the temporary sheltersinstalled by the
authorities at the time of the disaster and who were registered in the census of December 31,
1999 (carried out by the Solidarity Network and the NGOs responsible for the reconstruction).

The temporary nature of the post- earthquake emergency shelters (cambuches) was the most
complex problem and congtituted the most ddlicate point of the reconstruction process. When the
project started, there was no program addressing the needs of the population living in public
parks, schools, sports facilities under the temporary measures introduced by the authorities at the
time of the disaster. These temporary settlements were threatening to become permanent.

Not al the poor tenant families affected by the earthquake were counted by this census. It
covered atarget population of 14,500 families, concentrated in the so-called temporary shelters
scattered in the different towns affected by the earthquake.

Many families did not go to temporary shelters and sought dternative transent housing. Because
they were scattered, and because of the lack of a State policy to help them (a census sufficient to
facilitate the control and location of the victims), many ad programs, including those of the
Government of Colombia and of international donors, never reached such families

Initidly, the program only defined work with renter familiesincluded in the census of the
shelters on December 31, 1999. A totd of 2,300 families under this census were assisted, until
the demand from this target group was fulfilled; it was covered by other housing subsidy
programs set up by the Colombian Government some months after the USAID program began.

Some families identified in the census had till not been covered, basicdly due to inconsistencies
aridng from the ad qudification requirements established by the government authorities. Of
these, some were classified as unqualifigble (e.g. those who had received housing subsidies from
the State on other occasions), while others could be qualified once the inconsstency was
daified or diminated.

For this purpose, PADCO asked the Nationa Universty of Colombia (responsible for managing
the temporary shdltersin the town of Armenia), the NGO Chamber of Commerce (responsible
for deding with the temporary shdtersin the town of Caarca and the Didtrict of Barcelona), and
the NGO, Fundaempresa, (responsible for the temporary shdltersin the other towns affected by
the disaster in Quindio Department), to take on the task of diminating the inconsstencies
affecting the families registered in the census in order to bring them into the USAID donation
program. A total of 285 families were selected, induding 30 families of nationa police officers
that had been affected by the earthquake and were resident in temporary shelters.



During the find stages of the program, while taking into account that the program till had
housing units under congtruction that had yet not been adjudicated in the first target group
definition, PADCO decided to use beneficiary selection mechanisms different from those of the
temporary shelters census. These sdection mechanisms were put forward for USAID
consideration and approva.

The following mechanism was used to dedl with gpplications for the housing subsidy under the
program set up by the Family Compensation Funds of Colombiain response to the disaster. This
program received more applications from families affected by the earthquake than it could
handle.

In this group, with over 2,000 registered families, there could be greeter control over the
trangparency of the sdection of beneficiary families.

PADCO proposed an agreement for the donation of 172 housing units through the FOCAFE
Fund, specifically for families affected by the earthquake who were registered in the system as
SISBEN 1 and 2 (workers families earning one or two minimum wages registered in the
National Hedth System).

The mechanisms approved by USAID ensured that the beneficiary families had been in rented
accommodations and were among the poorest groups of the population.

Definition of Operatorsand Projects. Inthe beginning, proposdas to finance housing programs
of socid interest were received by the project and were promoted by private housing groups or
peopl€e's organizations. These were studied carefully, and it was found that the people registered
in the projects did not fulfill the requirements to receive the donation and/or there was a clear
political interest involved (Los Girasoles in Tebaida, Fumiemacaho in Montenegro).

In order to ensure transparency, the government authorities in charge of the recongtruction
designed amechanism called the Housing Shop Window (Vitrina Inmobiliaria). In this system,
anationd solicitation for the competitive offer of land, urbanized land and shelter solutions by
private sector builders and developers was made. The solicitation covered dl solutionsto usedll
types and levels of funds available for the recongtruction, such asthe individua housing

subgsidies established by the Government to help in deding with the disagter,

Once such offers were quadified as suitable for different groups of affected families, exhibitions
of the offered designs and models were organized throughout the region. The affected families
were thus able to take an autonomous decision and choose their favored solution from a broad
range of options. As a definition, this mechanism was close to the economic theory of perfect
competition, in which the buyers had alarge supply available to them and the sdllers were aware
of thedients buying power.

PADCO consdered that the mechanism offered dl the transparency guarantees because of the
transparency of the competitive solicitation and the level of potentia customers. Sufficeit to say
that more than 90 qudified projects resulted from this procedure and were presented to the
beneficiaries for their consideration in a number of day long sessions. The find sdlection of the



projects could be made if the project reached an economic break even point defined by the
authorities and the adminigrators of the Housing Shop Window, by agreement with the owner of
the project and determined by the number of beneficiaries registered in each program or, which
is the same thing, the number of housing units placed.

Some of them, on theinitiative of the NGOsin charge of the recongtruction, were selected by
PADCO to invest the United States Government donation. This was the case in the project
undertaken by Corporacion Antioquia Presente NGO at La Chicawhich would later become El
Cantarito with 962 housing units, which sought to solve the temporary housing problemin the
municipaity of Tebaida

Others were presented directly to PADCO, as in the case of the Cantaro project of Mencoldes
Foundation, with 124 housing units built on the basis of a community project developed on the
same land as the temporary shelters. This program was led by the Menonite Chrigtian Church of
Colombia

Viday Futuro Foundation, one of the NGOs responsible for the reconstruction of the Coffee
Zone, presented the Maaga and Pueblo Sol projects for 206 and 32 housing units, respectively,
for PADCO's consideration. In addition, in order to cover al the requirements of affected renter
families inthecity of Pereira, the NGO presented an additional project to those available in the
Housing Shop Window, and El Recreo, with 162 housing units, was later developed.

Other projects were the result of initiatives in which some NGOs approached PADCO/USAID as
a consequence of FOREC's call for the ad of al the NGOs. In response to this effort, the Quintas
delos Andes project for 201 housing units was presented to PADCO for its consderation, by the
Armenia Chamber of Commerce, based on a project put forward by a private builder in the
Housing Shop Window.

The Cartago Diocesan Corporation and Carvgial Foundation each presented a project for
PADCO's condderation: El Jubileo for 320 housing units and Cafias Gordas for 250 units. The
Corporation based its proposa on an urban lot offered in the Housing Shop Window and the
Foundation had used the city's housing supply.

Some proposals were not successful, such as the one presented by a group of single parent family
mothersled by FUMIEMACAHO, a NGO with no experience in congtruction and with political
roots. This project was regjected because it did not fulfill requirements of the program.

Likewise, another unsolicited proposa was rejected because the beneficiaries did not fulfill the
requirements of the program. Thiswas cdled Granitos de Café in the town of Cdarca, and led by
the FUNCOP NGO. However, the program did evalove into another project, Plazulas de la
Villa, for 127 housing units, developed by atemporary association of Vivienda de Caarca Fund,
the Calarca Society of Engineers and FUNCOP.

Lastly, asaresult of the higher vaues in pesos available from the donation, the possibility arose
of building alarger number of houses. A proposal was presented by FOREC (Coffee Zone
Recongtruction Fund) for the use of some lots of land owned by it in the urban development of



the Nueva Ciudad Milagro Filot Project, which would be handed over as a counterpart of the
program.

To develop these lots and in view of the advanced stage of the program, the proposal of
Pontificia Bolivariana Univeraity of Meddlin, presented through the Dean of the Faculty of
Architecture, to develop asocid interest housing design for progressive development was
accepted. Thisinitiative alowed the Universty to undertake the Vista Hermosa and Palmar
projects, of 103 and 128 housing units, respectively.

Likewise, aproposal was made for the Cartago Diocesan Corporation, an NGO which was
aready completing the Jubileo project, showing excellent performance, to manage the
congtruction of part of the project designed by Bolivariana University. Thisinitiative resulted in
the congtruction of the Our Lady of Peace project for 182 housing units.

Lagtly, and on the basis of the same agreement between FOREC for the Nueva Ciudad Milagro
Pilot Project, the proposa of AlS (Colombian Society of Seismic Engineering) for the
congtruction of agroup of 80 housing units in cemented adobe was accepted. Thisis atraditiona
building technique of the zone, using renewable vegetd materids native to the region, such as
guadua (large bamboo). This technique had been recently included in the NSR98 Seismic
Resgstance code, on the initiative of AIS, following studies financed by USAID, and resulted in
the Bambusa project, operated by the Armenia Chamber of Commerce, an NGO aready
successfully developing another of the donation projects.

Technical and Financial Adminigtration: The mode applied for the adminigtration of the
project diminated the need for PADCO to legdly establish itsdlf as a company in Colombia,
thereby dlowing arapid start to the project, dedicating al its efforts to its development.

The project defined its operating group under General Management led by Joseph Arington as
Vice President of PADCO, Diego Marulanda as Loca Project Manager, Juan Migue Villamil as
Technica Manager, Patricia Guevara as Accounts Secretary and a generd assigtant.

Thelegd framework for the contracting, under which the administrative modd previoudy
designed was put into practice, was a mandate agreement. Under it, the Local Project Manager
acted under a proxy granted by PADCO Inc.

The mandate consisted of the development of the program. The mandate agreement was aso the
gopropriate ingrument for the development of the technicd part by Engineer Villamil. The other
officias, secretaries and generd services, were taken on under an ordinary work contract, with
the Local Manager acting as the employer.

An office was set up on the city of Armeniato serve as the project operations center. Thiswas
provided with al communications services and working supplies necessary to undertake the
different tasks required by the program, including the nationd and local codes and legidations
covering the project.



10

OGC, an accountancy and tax advisory company with its head office in Bogota was contracted to
provide such services following a prior request for quotations from severd lawyers specidized in
fiscd matters with a presence in the region. Thisfirm was responsible for the accounts control of
the entire project and for the definition of the fiscal management systems and procedures to meet
requirements, in the light of the internationa agreementsin force which covered the Specific
Donation Agreement (see Annex: Accounts Procedures rendering reports drawn up by OGC and
the memorandum on fisca and tax aspects).

At contract startup, PADCO analyzed the banking system and the services available in the region
in order to etablish the outlines for the management of the donation funds. It was decided that
Bancafé had the best banking coverage in the zone. Contact was made with the regional and
nationa managers of the bank and established specid agreements for the handling of
internationd/nationd transfers of the US$ donation and for the adminigtration of the current
accounts required for the management of each NGO project (See Annex with outlines of current
account administration established by the NGOs for the development of the project and the
handling of transfers from the donation).

A congtruction budget was defined based on an understanding with the authorities responsible

for dedling with the disaster (FOREC), which pre-defined that the theoretica vaue offered for
each housing unit donated per family could not exceed the housing subsidy provided by the
Colombian Government in its programs. This amount, & the time of starting work, was
Col$5,900,000 or US$ 3,026. This USAID policy served to avoid distortions that would undercut
the government’ s effort and aso served to further consolidate a strong working partnership
between PADCO and FOREC.

It was clear to the project that care had to be taken with budgets, taking into account the red fact
of an inflationary economy and, therefore, the project worked with a Colombian Peso budget
protected by expected devaluation.

In the fina phase of the project, when the time to transfer the shelter solutions to beneficiary
families, Attorney Luz Estella Garcia was retained as specidist adviser in title deeds and ensured
that dl the deeds were in accordance with the terms of the Specific Donation Agreement and that
al the relevant procedures for the legal conveyance of the different properties were carried out.

Administrative Models. Regarding the way in which the projects were managed and the works
were built, two clearly identified systerns were accepted. The first modd, which we shdl cdl
DIRECT IMPLEMENTATION, is a scheme which turns the operator into a builder, undertaking
al the activities relating to the project, from the designs, land purchase and the actud

congtruction of the urban development works and houses. In this case, the operator implemented
atechnical and adminigtrative organization, which carried out the project and, therefore, assumed
al therisksinvolved.

Thisfirs modd aso indudes the community sdf-administration system used by the Carvgd
Foundation in its project, in which the community is the main actor in the building process and
the operator acts asits facilitator and trainer.
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The second model, which we shdl cal FULLY SUBCONTRACTED, consgs of issuing a
tender in order to select the best bidder as the contractor, which fulfilled al the requirements. In
this situation, the NGO operator took on the role of Project Manager and Superintendent, but did
not get involved in the detailed planning process, nor made direct purchases. The operator would
delegate the entire operative process of the construction to a private builder.

In addition, certain operators implemented projects in which the two systems were combined.
For example, in the Jubileo Project, the Diocesan Corporation subcontracted the urban
development works, but built the housing units as the direct builder. Smilarly, for the El Recreo

Project, the Viday Futuro Foundation subcontracted the urban development works and carried

out the congtruction of the houses by delegated administration. In this case, the operator was
involved in the planning and project purchasing process, using the private builder for the strictly

operative implementation.

Program projects are divided into the following dassfications:

PROJECT/OPERATOR MODEL USED

URBAN DEVELOPMENT | HOUSING UNITS
Cantarito Direct Implementation Direct Implementation
Fundacion Anita Gutiérrez Fully Subcontracted Fully Subcontracted
Méaga Fully Subcontracted Fully Subcontracted
Pueblo Sol Fully Subcontracted Fully Subcontracted
El Recreo Fully Subcontracted Deegated

Adminigration

Precooperativa Juvenil Fully Subcontracted Fully Subcontracted
Cantaro Direct Implementation Sdf-congtruction
Carlas gordas Fully Subcontracted Direct Implementation
Quintas de los Andes Fully Subcontracted Fully Subcontracted
Jubileo Fully Subcontracted Direct Implementation
PlazudasdelaVilla Direct Implementation Direct Implementation
VisaHermosa/ pamar Counterpart contribution (*) | Direct Implementation
Nuestra Sefiora de |a Paz Counterpart contribution (*) | Direct Implementation
Bambusa Counterpart contribution (*) | Fully Subcontracted

(*) Consisted of the counterpart contribution of 493 lots devel oped by FOREC to the donation program, with no
major administrative burden for the operator.

No attempt will be made to rank each system in order to establish which was the best. In redity
any system can be good; it is the conditions and willingness of the operator that alows for
maximization of the advantages of each one.

The Direct Implementation Model has the theoretical and economic advantages. Thereis no
profit from the transaction involved. The NGO charges its adminigtrative and operative costs and
implements an organization suitable to undertake the work of planning, implementation, and
control required for the works.



The success of this model depends on the executive capacity of the organization in terms of
organizing a human team in line with the demands of the Sze of the project and which hasthe
specific experience in the type of work involved. Cases such as Antioquia Presente at El

Cantarito and the Diocesan Corporation at Jubileo show that it is possible for a donation operator
to be an excelent builder. However, the case of Mencoldes shows us that direct implementation
isnot asuitable modd in dl cases, in particular when the dimensions of the organization are

below requirements and self-control processes are not implemented.

By accepting the proposal of Pontificia Bolivariana University (UPB), considered the possibility
of supporting the development of academic knowledge. They implemerted a construction project
with ateam led by their Dean of Architecture, whose members were local professonals and
graduates of the University. The result, from our point of view, shows the difficulties of

academia in working with competitive operative costs and self-control processes. These eements
resulted in a substantial budget deficit at the project’s end, which was assumed as the
respongibility of the UPB.

It is sufficient to compare the costs of the Nuestra Sefiora de la Paz project, built by the Diocesan
Corporation and those of the El PAmar and Vista Hermosa projects built by UPB. Thereisa
great difference, in spite of fact that dl three of the projects were built on the basis of acommon
house design by UPB, which was built on urbanized lots of the same cost. The cost of the project
built by the Diocesan Corporation was 20% lower than the two projects built by the UPB. The
high indirect cost of the Operation of the UPB projects compared with that of the Diocesan
Corporation fully explains this result.

It is commonplace to believe that public entities are synonymous with inefficiency and
squandering. Thiswas not the case in Plazudas de la Villa, with 127 housing units. It was
directly carried out by atemporary association led by the Caarca Socid Housing Fund, which
achieved not only transparency and the fulfillment of terms, but also achieved impeccable qudity
in the houses and compliance with complex environmental commitments, such as closing down
and transferring the rubbish dump dongsde the lot where the project was built.

In the case of subcontracting, the operative and risk burdens are delegated in their entirety to a
private builder, who therefore includes profit in its costs. For that reason, this model would
supposedly be the most expengive of al. However, thisis not necessarily true asis shown when
the costs of the USAID donation projects program are compared. Projects carried out directly by
the operation turned out to be more expensive that the fully subcontracted projects.

Good initia negotiation, supported by excdlent plans and tender documentsis, from the
economic and technical points of view, the best way to maximize the benefits of the system.

With its Quintas de los Andes Project, the Armenia Chamber of Commerce provided an example
that this system can produce excellent projects at low cost.

The same happened with the Maaga Project of the Viday Futuro Foundation, in which the
ample spaces and the quality of urban works and amenities, combined with very dignified houses
are dearly outstanding.
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The case of El Recreo Project is specid, asthe Viday Futuro Foundation subcontracted al the
urban development works, but carried out the congtruction of the housing units under the
delegated adminigration system. In this case, the operator assumed control of the purchasing and
contracting process and used the builder for operative implementation. In this way, the profit
motive disappears and the builder is remunerated through the alocation of a percentage of the
costs by way of fees.

The system proved to be efficient and produced economic savings that could be capitdized in
favor of the project. This project wasin fact asingular in scope, in both itslevel of urban
development and that of housing interiors, which were practicaly ready to continue progressve
development in safe and economic conditions.

The two assistance projects, the Precooperativa and El Ancianato were undertaken using this
system (Subcontracting), complying with dl the gods and not encountering any problems.

Separate mention must be made of the model applied by the Carvgd Foundation in the
construction of the Cafias Gordas project, self-construction. Thisisamodd that isrichin
community participation, leaving acommunity prepared for lifein the development and aware of
its respongbilities in progressive deve opment.

Asthere was only one project that used this modd in the program, we have no references for
comparison. However, we can say that the system does not have lower costs; on the contrary, it
tends to be among those of the highest unit cost. Although its socid dividends are high, in this
system the operator supports the greater burden of training and community management, and it is
necessary to reinforce intervention in grictly technical aspects, as these tend to lose their
importance.

Further andyssand detailed cost information for dl of the projectsis provided in the Second
Annex, "Andysis of Condruction Codts'.

Environmental M anagement: PADCO stressed that no building work should be commenced
until an environmental evauation, in accordance with USAID and Colombian Government
regulations, has been carried out and approved by USAID.

USAID has clear, precise policies and procedures to ensure that the environmenta consequences
of activities are identified and that preventive security measures are adopted and included by its
loca partners before proceeding with their works (22 CFR 216.1 (b)(1)).

The Colombian Government has a so established a complete system of environmenta laws and
regulations. In addition, a series of environmentd guiddines were drawn up, specifying the
standards and regulations to guide works of reconstruction and recovery of the environment in
the area affected by the earthquake of January 25, 1999 (Coffee Zone).

To complement and implement the intention of these regulations within the context of the
recongtruction program, PADCO prepared guidelines for the rapid environmenta revison and
diagnosis for the planning and implementation of the reconstruction works financed by the
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USAID donation (see Annex No. 2). The mgority of the projects resulted, once an evauation
could be made, in positive environmenta benefits. Neverthel ess, some of the projects with a
positive environmenta evauation caused undesired impacts. The early identification and
description of these impacts helped PADCO and the NGOs to outline strategies designed to
mitigate such impacts. Opportunities to improve the environmenta conditions were dso
identified during this stage.

Based on the gpplication of these guiddines, each NGO Operator included its mitigation
drategies and dso the opportunities for improvement of the environmert in the basic
recongtruction project, in ways that were technicaly and financidly viable. Thisway of tackling
the problem helped not only to satisfy basic USAID and Colombian Government environmental
protection policy, but aso to do so rapidly and effectively.

Transversality: PADCO consdered the possibility of dividing the program into a substantia
number of smdler projects, thereby amplifying the visble impact of itsintervention, but this
would necessarily have made the adminigration of the project more complex. Fourteen (14)
projects were findly implemented in the course of the 20 months work, each one with its own
designs and peculiarities.

The Urban Reform Law No. 388/97 came into force in 1999, obliging each municipdity to have
aLand Use Flan (POT) drawn up by itsdlf, following a study by the environmentd authorities
and Town Councils. In the case of Armenia, for example, the POT was approved on the day
before the earthquake and set out the possible development of the city, a high norms and
standards over a period of ten years. The municipd authorities did not revoke this Land Use Plan
to take into account a redlistic recongtruction of their city.

Other municipdities damaged by the disagter did not have a POT but drew one up post-
earthquake in order to comply with legd requirements. However, the planners, who had the
opportunity to establish realigtic urban development bases, in line with recongtruction
requirements, forgot to do so.

This decison weighed heavily on the development of the recongtruction projectsin al the towns;
the infrastructure devel opment plans were not in harmony with the pace of the reconstruction and
even less with the development zones. Theory and redlity never met.

The POT required the development of zond plans that broke the pace of the construction
required in a city faced by disaster. UD Standards for urban land use and development were
uniformly high and predicated on the congtruction of idedl cities and towns, thus increasing not
only congtruction costs, but aso of land. As aresult of these measures, the percentage of use of
urban lots for the actua construction of housing units reached only a maximum of 30% in the
USAID Program Projects.

The result of this digparity in criteriawhich appeared in each POT, at each stage of
implementation, the PADCO Team had to solve a problem with the different authorities, which
involved either the Planning Department of each town or the environmenta or politica
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authorities. All of them, authorities and builders, were acting under new legidation, and each
favored its own differing interpretation of each Article.

PADCO decided to carry out these coordination procedures directly, while the operators
progressed in the congtruction of the projects. We attended close to 400 meetings with different
authorities, NGOs and affected communities and reached agreements that served not only to
untangle the USAID projects, but aso those of many other donors and reconstruction entities.



CONCLUSIONSAND RECOMMENDATIONS

Experience Gained

How should a reconstruction process be approached from the point of view of the donor? How
should geographic interventions be targeted from the perspective of International Cooperation?
How can donors funds be put to the best use? How can completion of the project be reached
without dying in the attempt? How can the mandate under the Specific Donation Agreements be
performed?

All of the foregoing questions, and many others, are particularly relevant to the effective
implementation of internationd assistance pos-disaster.

When this Stuation arises we are usudly in unknown territory where the legidation varies,
customs are different, learning experiences are uncertain, technica capabilities are unknown and
the socid organizations involved represent a question mark. It is difficult to recognize the
political forces and their powers - palitica interests are intertwined. In the mgority of cases, and
without wishing to, we found ourselves in the crossfire and, worse till, information was
normaly nonexistent or in chaos, which limits its rdiability.

At firgt glance, it could be said that building 2,600 housing units should not be difficult so long

as the money is avalable. However, one mud first consider the potentia power or threat that this
represents for any politician - in terms of influencing beneficiary targets of the donation, or
indeed, the impact of a reconstruction project such as this on the value of the land. A poorly
conceived agpproach to the land market can wreak havoc with budgets and impact in some way
on loca economic factors. (See Costs Andysis regarding land pricesin Armenia).

All the difficulties one can think of are bound to occur in a project of thisnatureand it is
therefore vitd to overcome them on atimdy bad's within the relevant context.

In order to successfully undertake a project of the magnitude of the one carried out with the
USAID donation, its adminigtrative, financid and technica policies, systems and procedures
must be dearly defined and publicized from the outset so that local special and vested interest
groups will not be able to subgtantialy ater the direction aready fixed for their own purposes or

gan.

It could be said that, with one exception which was controlled, the project was free from political
pressures. However, it should be clarified that by the time there was public knowledge of the
program, it had dready reached ahigh level of definition and it was impossible for these forces
to attempt to influence its direction.

In addition, it could be thought that a series of micro-projects, such as those implemented in the
program, should first have been placed under clear emergency legidation to expedite ther
implementation. As we said before, thisis not dways possble.
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For example, recongtruction following disastersis not dways undertaken in the same sites or
place. It was clear in the recongtruction process of the Coffee Zone that the reconstruction and
recovery was located on the outskirts of the affected towns.

Not only did the new urban legidation (POT) complicate the process, but aso the experience of
the professiona builders of the region was conditioned to working in built up areas with
infragtructure dready available and established urban outlines.

The occupation of new territories was a chalenge for the builders and it had to be closdy
monitored, both to ensure that suitable land was identified and devel oped underr the best
possible environmental conditions, and that the urban development and building designs
considered the broader impacts of each project on the surrounding aress.

NGOsin Colombia are a different levels of development. Organizations with very different
profiles and capabilities entered the Coffee Zone. Some of them, such asthe Carvga Foundation
and Cartago Diocesan Corporation contributed their long, recognized experience in carrying out
socia programs involving the condruction of housing.

Some local organizations were created or adapted and very rapidly succeeded in ataining
management and working capabilities that were equa or superior to others of longer standing
and prestige. Thiswas the case of the Viday Futuro Foundation in Pereiraand the Armenia
Chamber of Commerce,

PADCO, fallowing the mandate of the Specific Donation Agreement, used severd of them and,
in genera, the results were good. It may be said that experience showed usthat it is easier to
operate from alocd or regiond organization, if thereis one, than smply to bring in organization
from other regions backed by their prestige.

In some cases, there had been no experience in developing housing programs, as in the cases of
Viday Futuro, Armenia Chamber of Commerce and Pontificia Bolivariana University. In others,
such as Antioquia Presente Corporation, the scale exceeded their prior experience. There were
aso new experiences - Plazuelas dela Villa Temporary Association - in which the Cdarca
Society of Engineers, the Cdarca Housing Fund (a public entity of the same town) and
FUNCOP, acommunity organization with experience in disaster management, dl joined
together. Today, the great mgority of these organizations are capable of participating in
congtruction programs under favorable conditions.

Most often, pressure to show progress led to theinitiation of projects while there was il a
considerable lack of full definitions. Clearly, the leve of specificity solution of the project plans
and specifications and, in genera and the accuracy of its generd objectives minimized
unforeseen stuations, facilitated operations and brought us closer to the possibility of project
budgets and schedules.

Based on the different capabilities of the operators, it proved right, from organizationa and
strategic points of view, to have established a permanent presence in the field, as PADCO did.
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This enabled us to have a continuous exchange of experiences and to solve the vast mgority of
the problems, which were not exclusvely technica.

Reconstruction processes are fertile ground for dreams and one must alway's take advantage of
opportunities. some concentrate on the idedl city, others on the dedl or project of alifetime, and
each one will try to make his or her dream cometrue, if he or sheis able to do so.

Mohbility in the jobs of the public officids respongble for compliance with the regulations
prevents them from having in depth knowledge of the rlevant legidation that is essentid to

their position, and its efficient and equitable operation. In generd, however, they legidate on the
basis of their own knowledge from their smal redoubts of power.

In order to resolve regulation problems with public officds, it isimportant to have the certainty,
based on knowledge and facts, and to have the document in question a hand. Only in this
manner can one hope to avoid the mistaken interpretations that result from learning acquired
from frequent verbal communications between such officids. This method avoids unnecessary
expenses and saves precious time.

There are two types of timing in projects of this nature — controllable and non-controllable. The
firs typeisthat of the development of works, such as designs, soil sudies, contracting, and
congruction. The second type involves the formalities and bureaucracy, the latter being in the
hands and at the pace which each bureaucrat tries to imprint on his or her work. Unfortunately,
this latter type conditions the development of the former (construction licenses, connection
permits, and environmenta licenses) and it was from these timing discrepancies thet the
necessity to grant extensons for the implementation of the contractua terms of the agreement
arose.

The Donation Agreements executed between countries usudly bring with them a series of
exceptional mechanisms for the gpplication of the programs, which are certainly conceptualy
vaid, but nevertheless cause difficulties during implementation.

In generd, adocument Sgned in a Foreign Relations Ministry office does not permeate into
other public adminigtration offices. The most important case to highlight is thet of total

exemption from taxes, rates or contributions granted between countries. As PADCO tried to
enforce such contractua concessions, thetax officids had dl sorts of interpretations of their own
and issued many opinions denying acceptance of the agreements, which, in practice, made them
impossible to apply.

In Colombia, charging obligatory, automeatic taxes on transactions, such as VAT, hasfor many
years been part of commercia culture. For both NGO operators and for PADCO, it became
difficult, if not impossible to get materias suppliers accept the tax clause of the Agreement. On a
number of occasions, suppliers refused not to invoice VAT, on the basis of erroneous opinions
issued by the DIAN legd department.

The international auditors would check the paymerts of VAT and declared them indigible
expenditures, unaware of the inability of an operator in the fidd to exert any influence on the
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fiscd policies of the country. Agreements of this kind should therefore be accompanied by the
documentation required for effective implementation by the donor and/or his contractors.

Itis, definitively, easer to obtain a commitment from DIAN prior to the Sgnature of adonation
agreement between countries than to wait until the project is under way.



Recommendationsfor the Future

1 Establish Effective Operational Coordination of Policiesand Programming.

Even though USAID resources are administered independently, to maximize the effective
use of scarce resources, we recommend that the following be taken into account:

Panning and implementing operative policy and programming for coordinating
USAID resources in a complementary and not a competitive manner with those of
other programs and donorsin order to cover the priority target groups and to make
effective use of the mechanisms and project identification sources.

To collaborate, empower, and reach agreements with the responsible authorities and
other donors related to the identification and solution of problemsinherent in
planning and implementation in reconstruction processes.

2. Maximize the Effective M obilization and Use of Civic Society Organizations.

We ratify the effectiveness of the outlines applied, with emphasis on the mobilization and
strengthening of local resources, among others, those of local institutions and NGOs, as

well as the following:

Prioritizing projects sponsored by organizations that include dements of investment
by the sponsors, innovative solutions, self-help and/or persond efforts.

Using these organizations to help in the identification and dassification of potentid
beneficiaries, thair guidance, training and active participation in al the aspects of
recongtruction.

Using the same housing recongtruction process to demondirate sustainable
participation models as partners between the public and private sectors.
Promoting a synergic relationship with the activities of the other donors and
governmental entities of the region to obtain rapid, lasting results.

3. Provide M echanisms to Guar antee Administrative, Financial and Technical
Effectiveness and Trangparency.

Perfect the mandate agreement model as the most appropriate instrument for the
International Cooperation Agencies to avoid the establishment of costly and
unnecessary bureaucracy.

Ensure that money is channeled through a single banking network limited to the
resources of the donation, and with specid current accounts, sSigned between
Operators and the Bank, as the exclusive receivers of transfers ordered by the
Agency. These contracts should include control obligations clauses to be complied
with by both operators and the banking entity.

The single accounting model established for the management of the accounts and for
reports to be rendered facilitated finandd control and audit and led to key
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conclusions, dthough it was not sufficiently automatic. Had it been so, the use of
thisinstrument for control would have been maximized.

From the point of view of taxes and contributions, it is vital that officias
representing the State sensitize, at dl levels, the commitments assumed by them
before other governments;, in thisway, tax collection officidsin the beneficiary
country could act in accordance with the repective agreement, thus avoiding long
and costly procedures for the agreements to be performed.

Guar antee Compliance with the Municipal and Congtruction Regulations, Seeking
Ther Adjustment to the Post-Disaster Situation and in General, Respecting
Technical Standards and Ensuring A High Level Of Quality.

It isimportant not to forget that dealing with disasters requires legisation, instruments
and processes facilitating the response to emergenciesin their entire context and with the
required rapidity.

OLocd authorities should be involved from the start in the development of the
corresponding ingruments.

Ensure the implementation of projects outside the zones detected as high risk prior
to their approva, by thorough geographica risk identification according to therisk
map.

Require operators to adhere entirely to the post-disaster regulations framework, with
greatest emphasis on the preventive regulations covering the catastrophe.

Mohilize and use potentidly available locd technica resources (Communities,
Professionas, Universities, Activity Sectors) to improve follow-up of the qudlity of
the products, providing them with guidance on the different nature, objectives and
characterigtics of the Operators, thus reinforcing their capabilities towards the future.

Continue Supporting Resear ch and Development of Non-Traditional Building
Systemsthat Represent Benefitsin Termsof Costs, thus Achieving Considerable
Progressin Optimizing Use of L ocal Resour ces.

The USAID Mission in Colombia has been a leader in the financing of risk mitigation
work, by financing studies such as seismic risk micro-zoning for certain townsin the
Coffee Zone and in the development and regulation of low cost, seismic resistant building
techniques, such as cemented adobe. On the basis of the successful experience with this
system in the Bambusa project, we recommend that the USAID Mission do the following:

Extend the experience of Bambusa, promoting its use as a safe and economical
materia for the congtruction of socid housing, seismic resstant housing units for
target groups such as the displaced.

Contract typica designs and specifications for minimum housing in cemented
adobe, making them known and promoting their use by entities relating to the
generd socid interest housing system.

Finance housing programs using cemented adobe to respond to the needs of Plan
Colombia



USAID/PADCO — 28 de Febrero de 2002

| “BAMBUSA” — CAMARA DE COMERCIO DE ARMENIA

Descripcion del Proyecto: Construccion de 80 viviendas
en Armenia, Quindio. Las viviendas se construyen sobre
lotes de 36.75 M2 ubicados en e denominado Plan Piloto,
“Nueva Ciudad Milagro” paralo cual € FOREC entrega
los Lotes Urbanizados como contrapartida equivalente a
subsidio previsto en la Ley Quimbaya. Las casas tendrén
un minimo de 35.24 M2, que incluyen Salén-Comedor,
Cocina, Patio de Ropas, una acoba y un Bafio. El
proyecto se construira en Guadua como materia de
estructura cumpliendo la Norma NSR-98.

Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID Viviendas 556,834,000 6,960,425
USAID Tanque 7,166,000 89,575
TOTAL ETAPA 1 564,000,000 7,050,000
Ley Quimbaya 320,000,000 4,000,000
TOTAL ETAPA 2 884,000,000 11,050,000

Estructura de Costos por Vivienda

Descripcion Costo x Vivienda
L ote Urbanizado 4,000,000
Directos 5,250,000
Indirectos 1,400,000
Total 11,050,000

Desarrollodel Proyecto: Este proyecto se concluy6 en €l
mes de Febrero con resultados satisfactorios en todos los
frentes. Los Beneficiarios recibieron las viviendas y las
escrituras estan firmadas y registradas. El costo directo
del metro cuadrado construido que resulté ser de $
144,000 / M2, demuestra las posibilidades del Bahareque
Encementado como sistema constructivo eficiente y
econémico para € desarrollo de vivienda de interés
social. Comparativamente con |os sistemas tradicionales,
el baharegue se presenta como un 25% mas econémico.

Gréfco de Cst uido
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USAID/PADCO — 28 de Febrero de 2002
[ PLANPILOTO LOTES6Y 7— UNIVERSIDAD PONTIFICIA BOLIVARIANA-Proyecto PADCO 9950-10 |

Descripcion del Proyecto: Construccion de 231 Estado de la construccion enero 31 de 2002
viviendas en Armenia, Quindio. Las viviendas fueron =) |
construidas sobre lotes de 35 M2 bicados en € ;,.-i

denominado Plan Piloto, “Nueva Ciudad Milagro”
paralo cua e FOREC entrega los Lotes Urbanizados
como contrapartida equivalente a subsidio previsto en
laLey Quimbaya. Las casastienen 25 M2 construidos,
que incluyen Salén-Comedor, Cocina, Patio de Ropas
y un Bafio y lalosa para el desarrollo del segundo piso
con una cubierta que puede ser trasladada a segundo
piso en el desarrollo progresivo.

|

Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID Viviendas 1,578,517,257 6,833,668
TOTAL ETAPA 1 1,578,517,257 6,833,668
Ley Quimbaya 924,000,000 4,000,000
TOTAL ETAPA 2 2,402,517,257 10,833,668

Desarrollo del Proyecto: Lasobras seterminaron en

el mes de Enero de 2002. El proceso de seleccion de
los beneficiarios termino en & mes de Febrero y las
viviendas se entregaron a sus propietarios. El proceso
de escrituracion avanza satisfactoriamente, sin
embargo los procesos de registro dependen de la
celeridad de las autoridades competentes y no estan
bajo e control de PADCO, Inc. No obstante todos los
requisitos de Ley han sido cumplidos.

Estructura de Costos por Vivienda

Descripcién Costo x Vivienda Gr é&fico de Construido
Lote Urbanizado 4,000,000
Directos 6,338,668 Avance de Obra "El Palmar y Vista Hermosa"
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USAID/PADCO — 28 de Febrero de 2002

URBANIZACION CANAS GORDAS—FUNDACION CARVAJAL — Proyecto PADCO 9950-06

Descripcion del Proyecto: Construccion de 250
viviendas en Armenia, Quindio. Para los 226
beneficiarios que contardn con € subsidio de la Ley
Quimbaya se construiran casas de 22 M2 dispuestos
en Salén Comedor, Bafio, Cocina y con € patio
totalmente cerrado. Para los 24 beneficiarios restantes,
previa aprobacion del mecanismo de seleccion de los
mismos, se entregard € Lote con Servicios. .Las
viviendas se construyen sobre Lotes individuales de

50 M2.

Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
*)
USAID 1,510,000,000 6,040,000
Operador 200,661,000 802,644
TOTAL ETAPA 1 1,710,661,000 6,842,644
Ley Quimbaya 904,000,000 4,000,000
TOTAL ETAPA 2 2,614,661,000 10,842,644

(*) Promedio ponderado por unidad de vivienda.

Estructura de Costos por Vivienda

Descripcion Sin Ficha ConFicha

L ote Urbanizado 4,557,000 4,557,000

Directos 0 6,366,640
Indirectos 826,360 826,360

Total 5,383,360 11,750,000

Desarrollo del Proyecto: En vistade la demoraen €
desembolso del subsidio de Ley Quimbaya para 73
Beneficiarios y la total ausencia del mismo para 26
més, PADCO acordd con la Fundacion cerrar e
proyecto en 153 viviendas construidas y 97 Lotes

Urbanizados, de los cuales 73 serdn construidos fuera
de la vigencia del acuerdo de donacion y 26
entregados a Beneficiarios seleccionados por la
Fundacién con el procedimiento aprobado por USAID
y PADCO. Con respecto a éste acuerdo, d proyecto
fue culminado dando cumplimiento a Acuerdo de
Donacién. A la fecha de cierre la construccion de las
viviendas faltantes avanzaba bajo |a supervision de la
Interventoria, gracias a que los dineros fueron
desembol sados por el FOREC en & mes de Febrero.
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USAID/PADCO -31 de Diciembre de 2001

SEDE ANCIANATO —FUNDACION ANITA GUTIERREZ DE ECHEVERRY — Proyecto PADCO 9950-02

Descripcion del  Proyecto: Construccion de un
Edificio de una Planta y 2,050 M2 para la atencion
permanente de 68 ancianos. Consta de 34 cuartos,
comedor, cocing, sal6n multiple y éreas exteriores.

Estructura Financiera

Desarrollo del Proyecto: Lasobras fueron terminadas
en Septiembre de 2001 y puestas a servicio en el mes
de Octubre. Las instalaciones fueron inauguradas con
la presencia de funcionarios de USAID y PADCO
verificAndose la ocupacion del edificio por parte de los
ancianos a los cuaes servira de hogar. La Fundacion

FUENTE APORTE TOTAL aun tiene cuentas por pagar a proveedoresy por tanto
USAID 760,176,044 no ha efectuado el cierre definitivo del proceso, para
Operador 184,196,000 lo cual tiene plazo hasta el 31 de Enero de 2002.
Profesionales 23,600,000 » ]
TOTAL 967,974,044 Gréfico de Construido
Estructura de Costos
Descripcion Valor Total Grafico de Avance de Obra Anita Gutierrez
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Estructura de Inversiones— Diciembre 31 2001

Descripcién USAID % OTROS | TOTAL %
Lote 0 0 100,000 100,000 10.3
Anticipos 13,740 1.8 0 13,740 1.4
Costo Directo 704,193 | 92.6 52,275 756,468 78.1
Costo Indirecto 31,326 4.1 55,521 86,487 9.0
Otros 0 0 0 0 0
INVERTIDO 749,259 | 949 | 207,796 957,056 98.9
Bancos 10,918 5.1 0 10.918 11
Total 760,177 100 207,796 967,974 100
% Desembolso 100% 100% 100%

% Inversion 98.6% 100% 98.9%

PORCENTAJE

AVANCE OBRA

AVANCE DESEMBOLSOS USAI

INVERTIDO USAID




USAID/PADCO — 31 de Diciembre de 2001

| URBANIZACION “EL CANTARITO” —CORPORACION ANTIOQUIA PRESENTE —PROYECTO 9950-01

Descripcion del Proyecto: Construccion de 952
viviendas en La Tebaida, Quindio. Un primer tipo de
342 viviendas de 22 M2, consta de salén comedor,
bafio, cocinay patio y estd destinada a beneficiarios
que no tienen e reconocimiento del FOREC como
arrendatarios. El segundo tipo de 612 viviendas de
39 M2, consta de dos alcobas adicionales que se
logran con la inversion del recurso provisto por €l
FOREC através delaley Quimbaya.

Estructura Financiera

FUENTE APORTE TOTAL
USAID 5,866,800,000
Operador 1,814,800,000
Beneficiarios 668,000,000 (*)
TOTAL ETAPA 1 8,349,600,000
Ley Quimbaya 2,372,000,000
TOTAL ETAPA 2 10,721,600,000

(*) 612 Beneficiarios aportan $ 400,00 c/u y 342

Desarrollo del Proyecto: En e mesde Diciembre se
termind la construccion de las viviendas avanzando
ahora las obras en la terminacién del urbanismo,
particularmente en  la  construccion  del
Alcantarillado, andenes y vias. Por solicitud de la
CRQ se reemplazé la Planta de Tratamiento por un
colector de aguas negras a cruzar por la finca vecina
y que entregara a la quebrada la Tulia Esta
modificacion afectd e desarrollo generd de las
obras de urbanismo.

Cronograma: Durante € periodo la gecucién fue
del 18% para acanzar un acumulado del 85.3% de
obra gjecutada. Esto significa un atraso del  14.7%
que esta representada en las obras de acantarillado,
andenes y vias por ejecutar. Estas obras se
terminarén completamente en el mes de Febrero.
Novedades. A través del procedimiento aprobado
por USAID y PADCO, la CAP seleccioné la mayor
parte de los beneficiarios a recibir las 342 viviendas
que se construyeron solo con los aportes de USAID
y laCAP.

Grafico de Construido

aportan $ 1,200,000 c/ul.
Estructura de Costos por Vivienda
Descripcion Con Ficha Sin Ficha
L ote Urbanizado 4,599,184 4,599,184
Directos 6,436,217 4,641,592
Indirectos 903,557 903,557
Total 11,938,958 10,144,333
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Estructura delnversiones— Diciembre 31 2001
Descripcion USAID % OTROS TOTAL %
Lote 0 0 1,343,461 | 1,343,461 15
Anticipos 302,046 5.2 19,159 321,205 9
Costo Directo 4,653,933 | 80.3 | 1453,103 | 6,107,036 42
Costo Indirecto 20,725 0.4 477,546 498,271 4.2
Otros -95,237 -16 -137,482 -232,719 -1.8
INVERTIDO 4,881,467 | 84.3 | 3,155,787 | 8,037,254 | 68.3
Bancos 911,173 15.7 | 1,022,084 | 1,933,257 | 31.7
Total 5,792,640 | 100 | 4,177,871 | 9,970,511 | 100
% Desembolso 100% 86.1% 93.6%
% Inversion 84.3% 65% 75.5%
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USAID/PADCO — 28 de Febrero de 2002

| URBANIZACION “EL CANTARO” — FUNDACION MENCOL DES— Proyecto PADCO 9950-05

Descripcion del Proyecto: Construccion de 124
viviendas en La Tebaida, Quindio. 110 beneficiarios
que cuentan con los recursos de la Ley Quimbaya
recibirdn casas de 55 M2 dispuestos en Salon
Comedor, Cocina, Bafio, Tres alcobas y patio. Los 14
beneficiarios restantes reciben casas de 39 M2 con una
dcoba. Las viviendas se construyen sobre Lotes
individuales de 72 M2. El Proyecto se construye sobre
el mismo terreno del asentamiento temporal.
Estructura Financiera

s e o e S
Desarrollo del Proyecto: Este proyecto presenta la

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 827,494,806 6,673,345
Operador 144,400,000 1,164,516 ek
Municipio 95,000,000 766,129
TOTAL ETAPA 1 1,066,894,600 8,603,990
Ley Quimbaya 440,000,000 4,000,000
TOTAL ETAPA 2 1,506,894,600 12,603,990
Estructura de Costos por Vivienda
Descripcion Sin Ficha Con Ficha
Lote Urbanizado 2,500,790 2,500,790
Directos 5,830,216 9,830,216
Indirectos 264,984 264,984
Total 8,603,990 12,603,990

especial caracteristica de ser € Unico del programa de
PADCO/USAID y de la reconstruccion que fue
levantado en € mismo sitio en que funciond la
temporalidad. Esto no solo significd un proceso socid
sui-generis, sino que ademas represent6 |a posibilidad
de construir las casas més generosas de la
reconstruccion a capitalizarse las inversiones de la
temporalidad en € proceso de urbanizacion. En la
préctica la mayor parte de los recursos fueron
dedicados a la construccion de las viviendas, de ali €
resultado.

Graéafico de Construido
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USAID/PADCO — 28 de Febrero 2002
URBANIZACION “EL RECREO” — FUNDACION VIDA Y FUTURO — 9950-03

Descripcion del Proyecto: Construccion de 162
viviendas en Pereira, Risarada Todos los
beneficiarios cuentan con los recursos de la Ley
Quimbaya por lo que las casas acanzan un area de 27
M2 dispuesta en una alcoba, bafio, salén comedor,
cocina y patio. Las viviendas se construyen en lotes

individuales de 54 M2.
Estructura Financiera
FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 1,013,061,458 6,253,466
Caritas Pereira 162,000,000 1,000,000 Desarrollo del Proyecto: Lasobras fueron terminadas
Beneficiarios 105,300,000 650,000 satisfactoriamente en & mes de Noviembre y
TOTAL ETAPA 1 1,280,361,458 7,903,466 entregadas a los Beneficiarios en € mes de Diciembre,
Ley Quimbaya (*) 648,000,000 4,000,000 con lo que d terminar e afio la urbanizacion estaba
TOTAL ETAPA 2 1,028361,458 11,903,466 habitada. Las viviendas han sido escrituradas a sus
propietarios.
Estructura de Costos por Vivienda
Descripcion Costo x Vivienda
Lote Urbanizado 4,803,000
Directos 5,502,579
Indirectos 1,597,887
Total 11,903,466

Graéfico de Construido
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USAID/PADCO — 28 de Febrero de 2002
“EL JUBILEO” — CORPORACION DIOCESANA DE CARTAGO — Proyecto PADCO 9950-08

Descripcion del Proyecto: Construccion de 320
viviendas en Armenia, Quindio. Las casas constan de
un salén comedor, cocina, bafio, tres alcobas y patio
con un area construida de 40 M2, que se levantan
sobre un Lote de 50 M2. La disposicion de las
viviendas permite que la totalidad de las casas cuenten
con patios cerrados.

Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 2266513141 | 7,082,854
TCC 318,000,000 1,000,000
Pastoral Social Arm | 318,000,000 1,000,000 — et o : :
TOTA',‘ ETAPA1 | 2902513141 9,082,854 Desarrollo del Proyecto: El proyecto se concluyd
Ley Quimbaya 1,132,000,000 4,000,000 satisfactoriamente a nivel de la construccion de las
TOTAL ETAPA 2 4'035’513'141 13,082,854 viviendas y € Urbanismo, entregandoselas casas alos
Esiructura de Costos por Vivienda _ beneficiarios en & mes de Enero y termindndose el
Descripcion Costos x Vivienda proceso de escrituracion. El proyecto se destaca por
L ote Urbanizado 4,907,452 tener & costo directo de construccién méas econémico
Directos 7,737,902 entre los sistemas tradicionales. El costo finad del
Indirectos 437,500 urbanismo super6 las previsionesy por otra parte solo
Total 13,082,854 283 viviendas contaron con los $ 4,000,000 de la Ley

Quimbaya pero fueron construidas con las mismas
especificaciones, lo que a la postre generd un déficit
de cgja importante que USAID pudo contribuir a
solucionar.

Gréfico de Construido
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USAID/PADCO — 28 de Febrero de 2002

URBANIZACION “MALAGA” — FUNDACION VIDA Y FUTURO —9950-03

Descripcion del Proyecto: Construccion de 206
viviendas en Pereira, Risarada. 148 viviendas para
arrendatarios que cumplen los requisitos del FOREC
serén entregadas con un érea de 27 M2 consistente en
una acoba, bafio, cocina y sa6n comedor. Las 58
restantes se entregarédn con 22 M2 de construccién
para beneficiarios afectados por € terremoto que
cumplan con requisitos de elegibilidad actuamente en
estudio por parte de la FVYF. Las viviendas se
construyeron sobre Lotes individuales de 51.5 M2.

Estructura Financiera

FUENTE APORTE APORTE X Desarrollo del Proyecto: La totalidad de las obras
TOTAL VIVIENDA fuero terminadas en € mes de Diciembre y entregadas
USAID 1,280,748.542 6,260,915 alos beneficiarios de manera satisfactoria. El proyecto
Caritas Perara 206,000,000 1,000,000 S inaugur6 en & mismo mes. Con respecio a la
BencfiGiarios 133’900’000 650 000 inversion dg los recursos de USAID, fuert_)rj aplicados
TOTAL ETAPAL | 1629648542 | 7,910015 en su totalidad y @ proceso de escrituracion para os
Loy Quimbaya () 592,000,000 2,000,000 beneflt_:larlos identificados, satisfactoriamente
TOTAL ETAPA 2 | 2,221,648542 | 10,784,701 (*) concluido.

(*) Promedio ponderado paralas 206 viviendas Graéfico de Construido

Estructura de Costos por Vivienda
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USAID/PADCO — 28 de Febrero de 2002

NUESTRA SENORA DE LA PAZ — CORPORACION DIOCESANA DE CARTAGO

Descripcion _del Proyecto: Construccion de 182
viviendas en Armenia, Quindio. Las viviendas se
construyen sobre lotes de 35 M2 ubicados en €
denominado Plan Piloto, “Nueva Ciudad Milagro”
paralo cual el FOREC entrega los Lotes Urbanizados
como contrapartida equivalente a subsidio previsto en
la Ley Quimbaya. Las casas tienen 25.13 M2, que
incluyen Salén-Comedor, Cocina, Patio de Ropasy un

Bafio.

Estructura Financiera

Desarrollo del Proyecto: Las viviendas se terminaron

FUENTE APORTE APORTE X
TOTAL VIVIENDA

USAID Viviendas 1,127,097,000 6,192,841
USAID Tanque 1 16,653,000 91,500
USAID Tanque 2 42,565,304 N/A
TOTAL ETAPA1 | 1,186,315,304 6,284,341
Ley Quimbaya 728,000,000 4,000,000
TOTAL ETAPA 2 | 1,914,315,304 10,284,341

Estructura de Costos por Vivienda

Descripcion Costo x Vivienda
Lote Urbanizado 4,000,000
Directos 5,515,529
Indirectos 768,812
Total 10,284,341

de construir en e mes de Febrero. Por la secuencia en
que fueron seleccionados los beneficiarios estas no
han sido entregadas a sus propietarios pero el proceso
de escrituracion ha sido ya surtido. Las viviendas
seran entregadas en € mes de Marzo.

Grafico de Construido
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USAID/PADCO — 31 de Diciembre de 2001

Descripcion del Proyecto: Construccion de 127
viviendas en Caarcg, Quindio. Cada vivienda consta
de un salén mltiple, bafio, alcoba, patio y cocina con
area de construccion de 29.6 M2. Las viviendas se
construyen sobre Lotes individuales de 54 M2.
Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 790,161,000 6,221,740
TOTAL ETAPA 1 790,161,000 6,221,740
Ley Quimbaya 524,172,000 4,127,338
TOTAL ETAPA 2 1,302,200,000 10,349,078

Estructura de Costos por Vivienda

Descripcion Etapa 2
Lote Urbanizado | 3,019,674
Directos 5,808,790
Indirectos 1,520,614

Total 10,349,078

“PLAZUELASDE LA VILLA” —UNION TEMPORAL PLAZUELASDE LA VILLA-PADCO 9950-09

Desarrollo del Proyecto: El proyecto seterminbend
mes de Enero, destacandose por la generosidad de sus
zonas comunes, la calidad de su urbanismos y sus
viviendas einclusive la velocidad de construccion.

Gréfico de Construido
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USAID/PADCO —28 de Febrero de 2002

| PRECOOPERATIVA JUVENIL DEL QUINDIO-UNIVERSI DAD DEL QUINDIO - Proyecto PADCO 9950-04 |
Descripcion _del Proyecto: Construccion de un
Edificio de dos plantas para € funcionamiento de la
Precooperativa Juvenil del Quindio. El edificio
permitira la atencion de 146 menores trabajadores. El
area construida es de 732 M2 que abergan 10 talleres,
3 salones de clase, zona administrativa, de servicios y
aress de recreacion.

Estructura Financiera

FUENTE APORTE TOTAL
USAID 322,221,000
Operador 418,398,000
TOTAL 740,619,000
Estructura de Costos
Descripcién Valor Total
Lote Urbanizado 323,482,657
Directos 341,915,343 Desarrollo del Proyecto: La Precooperativa Juvenil
Indirectos 75,221,000 del Quindio ha funcionado normamente por 4 meses
Total 740,619,000 a cierre del proyecto PADCO. La escritura ya fue
registrada en Notaria y la totaidad de la donacidn
invertida.
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USAID/PADCO — 28 de Febrero de 2002
[ URBANIZACION “PUEBLO SOL” — FUNDACION VIDA Y FUTURO — 9950-03

Descripcion _del Proyecto: Construccion de 32
viviendas en DosQuebradas, Risaralda. La totalidad de
las viviendas serén para familias afectadas por €
terremoto que no cuentan con e reconocimiento del
FOREC através de la ficha de arrendatarios. Las casas
tendran 26 M2 dispuestos en 1 alcoba, bafio, salén
comedor y cocina construidas sobre Lotes individuales

de43 M2.
Estructura Financiera
FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 292,888,000 9,152,750
Caritas Pereira 32,000,000 1,000,000
Viday Futuro 90,000,000 2,812,500 o
Beneficiarios 20,800,000 650,000 Desarrollo del Proyecto: El proyecto fue totalmente
TOTAL 435,688,000 13,615,250 habitado en € mes de Diciembre y los tramites de
Estructura de Costos por Vivienda e;ecrituraci()n cgr_nplt{ammte surt?dos a Ia. fgcha de
W—COT cierre. La Stgblllzamon de los patios se realiz6 con las
Cote Urbanizado 3.960,423 viviendas habitadas en € mes de Enero de 2002.
Directos 8,544,808 g .
i Tecios 1.110,019 Grafico de Construido
Total 13,615,250
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USAID/PADCO — 28 de Febrero de 2002

| QUINTASDE LOSANDES-CAMARA DE COMERCIO ARMENIA-Proyecto PADCO 9950-07
Descripcion del Proyecto: Construccion de 201
viviendas en Armenia, Quindio. Cada vivienda consta
de un salén comedor y cocina en primer piso y una
alcoba con bafio en € segundo piso, para un érea de
construccién de 28.6 M2. Las viviendas se construyen
sobre Lotes individuales de 31.5 M2.

Estructura Financiera

FUENTE APORTE APORTE X
TOTAL VIVIENDA
USAID 1,245,630,000 6,197,164
TOTAL ETAPA 1 1,245,630,000 6,197,164
Ley Quimbaya 810,528,000 4,032,477
TOTAL ETAPA 2 2,056,158,000 10,197,164

Estructura de Costos por Vivienda

Descripcion Costos x Vivienda )
L ote Urbanizado 2,922,208 e
Directos 6,330,196
Indirectos 944,760
Total 10,197,164

Desarrollo del Proyecto: Las obras se terminaron en
e mes de Noviembre, mes en & cua la urbanizacion
se inauguré y se inicié e proceso de entrega a los
beneficiarios. En diciembre la urbanizacion estaba ya
cas completamente habitada y en Febrero la totalidad
de escrituras registradas.
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USAID GRANT

COFFEE ZONE RECONSTRUCTION PROJECT
PADCO, INC.

COST ANALYSIS

We congder it important to include in this Find Report an analysis of the end results of the codts
of the housing projects.

It is important to dress that, in spite of the good quality of the avalable information, this andyss
is focused on detecting trends rather than discovering laws or correations. It is clear to us that
each project is a world apart in terms of the variables which affect cogs and therefore it could be
somewhat audacious to reach conclusons on firg dght without taking those variables into
account.

It was foreseegble that the cost results of each project would be affected by the following
variables, dthough they do not necessarily influence dl of them.

Size of the Project in terms of its number of housing units

Size of the houses

Origina Topography of the Lot

Soil characterigtics

Management Mode applied (Direct Implementation, Subcontracting, Delegated
Adminidration or Sdlf-Construction

Start Time and duration of works

Location of the project by Cities

Effect of municipd regulations

Desgn Accurecy Leve at the time of commencing the project.
Architecturd Design

Effidency of processes

Size and Cogt of the Adminidtrative Organization

Type of congtruction system

These 13 varidbles, among others and in different combinations, determine the find project cost
results. No two projects in the donation program were under same conditions or shared at least
half of them and, therefore, and therefore comparisons must be made with care.

To facilitate the analys's, the cost components traditionally used will be divided, asfollows:

WholeLot: Cost of Land

Cost of Urban Development Works: Cost of the works to prepare the lot, which include Earth

Movement, Water Supply and Sewerage Systems, Power Grid, Pedestrian Wakways and
Vehicular Roads, Sidewaks, Green Zones, Parks and Environmental Mitigation Works.



Direct Costs: Cost of Materids, Manud Labor, Equipment and Tools directly associated with
the condruction of the housing units.

Indirect Costs: Housng condruction Adminidrative costs, such as sdaries of office support
daff, dationery, policies, contractors profits and other expenses resulting from the building
process.

For the purposes of cogt andyss, the most common measurement is Square Meter Construction,
which is defined as the area of condruction completdy covered in and finished. Dividing the
total cost of the project by the built up area gives us an indicator of the unit cost involved. While
it shows a trend, it is not completely effective as a mechanism for comparison, because effects
such as the scope of urban development works and the scale of the project are not taken into
account. In addition, projects where the housing units are of different sizes cannot be compared
on the basis of thisindicator.

In fact, as the number of square meters constructed increases, so the unit cost is reduced, because
investments in land and urban development works are distributed more widely, as is the case with
the initid investments in the congruction of the houses.

We shdl refer to the following termsin thisandyss

Cost of Developed Lot per Useful Square Meter: this is the quotient between the Cogt of the
Developed Lot and the useful residentia Areg, thet is, the Sze of the Individud Lot on which the
housing units are built.

Virtual Area: This is the equivdent area in square Meters resulting from teking into account the
additiond investments made to fadlitate the progressve deveopment of the housng. Many of
the projects not only hand over the habitable built up area, but aso succeed in totd closure of the
individud Lot. This means that pat of ther invesment is in progressve development, so that it
is much chegper for the beneficiary to obtain an additiond living area in this goace than it is in
projectsin which this closure is not built by the operator.

DIFFERENT SIZES OF THE PROJECT IN GENERAL
The condruction of 2,867 houses represents the following indicative Szes.

Quantitative I ndicators

[tem Size
Hectares of Land Acquired 51.4 Ha
Hectares of Land Used for Housing 15.7 Ha
Hectares of Vehicular Roads Built 5.1Ha
Hectares of Green Zones Included 24.1 Ha




Hectares of Sdewalks and Hard Zones Included 6.4 Ha

% Effective Use of Land 30.6 %
Square Meters of Housing Units Built 89,208 M2
Square Meters of Possible Housing Construction (*) 194,344 M2
Tons of Cement Used 727 Ton
Tonsof Iron Used 695 Tons
Sacks of Cement per Housing Unit 49 Sacks
Number of Houses per Hectare 56 Houses/Ha
Kilos of Iron per House 243 Kg

Costs I ndicators and Financial Structure

ltem Value Col$ Cost per % Incidence
House

Totd Vaue of Project 32,194,709,221 11,223,826 100%

Totd Cost of Land 4,170,955,104 1,454,815 13%

Urban Development Cogts 7,959,674,991 2,776,308 24.7%
DEVELOPED LOT 12,130,630,095 4,231,233 37.7%

Direct Cost of Houses 17,185,244,733 5,994,156 53.4%
Associated Indirect Costs 2,862,83,392 998,547 8.9%

Financial Structure of the Project

SOURCE OF TOTAL Contribution | %
FINANCING CONTRIBUTION per House Incidence
USAID 18,317,919,733 6,389,229 56%
FOREC Quimbaya Law 9,528,000,000 3,323,324 (*) | 30%
USAID Operators 2,255,789,488 786,812 7%
BENEFICIARIES 810,000,000 282,525 3%
OTHERS (**) 1,135,000,000 395,884 4%
TOTAL 32,194,709,221 11,223,826 100%

The project mobilized resources equivdent to 13% of those used for the condruction of Socia
Interest housing in Colombia, concentrated on a zone where only 2.5% of Colombians live. In
fact, USAID and its counterparts in this project built the number of houses in Quindio

Department that would be constructed under norma conditionsin a period of Sx years.

COMMENTSON COST RESULTS

Precticaly dl the traditiond building sysems were used in the different projects. Confined
(Confinado) Masonry was the dominant system, followed by Partidly Reinforced Masonry and

the Poured (VVaciado)Concrete or Tunnel System.




The cemented Adobe system was dso used in the Bambusa project, which merits a chapter apart
because of the excdlent results and its Sgnificance in terms of economy achieved with the use, in
line with seismic resstant sandards, of the most abundant building meaterid in the Coffee Zone.

Excluding the later project and bearing in mind the effect of the operators investments in
carying out pat of the progressve development (Completion of Petios and Blocks), we can
digtinguish between two levels of direct cods.

The drect unit costs of projects which produce houses with areas of between 20 and 30 M2 vary
from COL$ 188,501 to COL$ 250,625 and average COL$ 211,492. The direct unit costs of
projects building houses with areas of 30 to 40 M2 are COL$ 173,323 without evident dispersion.

There is, however, no direct ratio between the cost results and the building system, nor is any
notable variation established between the comparable direct costs, separated by range of
constructed area

On the basis of these results we can date, in the case of this project, that traditiond building
sysems tend to have the same costs and that the factor responsible for the differences is the sze
of the housng units. In practice, this difference is caused by the firda 30 M2 being more
expengve in unit terms than the following 10 M2 and not by one sysem being more economica
than the other. In fact, if we smulae dl the operators as building the same area per unit of 40
M2, the variaion would be very small.

This leads us to conclude that the difference in the tota costs per square meter, - the reason why
one operator with the same level of financing manages to build a larger quantity of square meters
than another, liesin the other components of the cost, mainly in the Developed Lot.

Table 3.2 shows the comparable result between these codts, taking one Useful Lot Square Meter
as the unit thet is reating the codts to the size of the lot actudly built on. In this case, there is a
clear difference between the cost of the developed lot from one town or city to another. The
projects in smdl towns were definitivdly more economicd in these tems, as in the case of
Tebaida. Pereira is more economica than Armenia and it is in the latter, that the costs of land and
urban development exert a greater influence on the end result.

The El Jubileo project is worth a speciad mention, built as it is on a Lot of land with very hilly
topography, in which the invesments in urban development are proportiondly gregter. In this
case, the ratio between the cogt of the land and that of a Developed Lot is 3.5/, the largest of al,
not including the Pazudas de la Villa project where the Lot was contributed a 50% of its
commercid vadue. What is interesting in this project is that the find result of El Jubileo will be
the most economic in terms of total cogt, even lower than that of Bambusa

There are two reasons for this result. The first being that the Diocesan Corporation of Cartago
operated the donation at the lowest indirect cost of only COL$434,000 per house (hdf tha of the
next one on the scae). The second was the Architecturd Desgn that provided for closng of dl
the patios of the houses without substantia additional cogts, because the grouping of the houses



optimized cement and masonry costs by using the walls of one house to close spaces of the house
next to it. This design meant a reduction of 50% in the cost of the progressive devel opment.

Scde economy effects are important in the totd cost. In fact, the largest project, EI Cantarito
with 952 housing units showed the second lowest cost, while the smdlest, Pueblo Sol in Pereira,
turned out to be one of the most expensive.

The reaults in the case of the Mencoldes El Cantarito project were also specid, dthough it has
not been included in the andyss because the lack of rdigble information on its urban
devedlopment cods. It is immediately obvious that it is the project with the larget aea
congtructed per house at 55 M2 and that, even when it only had the USAID donation to use, t
managed to build houses with an area of 39 M2.

This result can be explaned in two ways. The fird and most important is that it was the only
project in the program, and the entire recondruction effort, in which the invesments in urban
development to provide temporay shelter were capitdized in the find housng units. The
congruction of the houses on the same lot as the one where the families were lodged temporarily
following the earthquake, made it possble for the donaion and the additionad resources to be
gpplied dmost entirely to the condruction of the houses. However, the Mencoldes Foundation, in
spite of the great success of this concept, invested the resources disproportionately, favoring
private over public space.

For their part, the results of the PFilot Plan projects were affected by the high cost of the
Developed Lots. The cost per useful square meter of Developed Lots is actudly the highest in the
program and the USAID donation was gpplied only to the construction of the houses.

In tis same project, we found a great difference between the cost of the Projects Operated by the
Bolivariana Universty and the Diocesan Corporation Project. These projects had the same design
and were built on lots of the same price. However, the cost of the latter was 20% lower than that
of the former. The High Indirect Operaing Cost of Bolivariana Univergty in comparison with
that of the Diocesan Corporation completey explainsthis result.

The excdlent result of the projects operated under the subcontracting sysem should be
highlighted. This is the case of Quintas de los Andes, operated by the Armenia Chamber of
Commerce and El Recreo and Malaga in Pereira, operated by the Vida y Futuro Foundation. The
former, in paticular, shows a very pogtive result in thet, while it was the project with the
smalest amount of resources per housing unit, it became one of the largest in scope in urban
development with houses of a satisfactory size.

For their part, the projects in Pereira are outstanding for the generosity of the public space and the
scope of the urban development works in comparison with other projects, with comfortably sized
houses.

The information in the annex forms the base of laer andyses and the following may be
concluded fromit:



The traditiona building sysems do not explain the differences in cods. Independently of
the building sysem and adminisrative model, Confined Masonry, Reinforced Masonry
and the Tunnel system had smilar direct costs per square meter built in comparable terms.

The Cemented Adobe System shows the lowest direct cost of al a COL$144,000 per
square meter, making it an excdlent dternative to reduce housing costs. The same sum of
resources mobilized in this project would have produced 3,000 houses of 40 M2 on 50
M2 Lats in the city of Armenia. In other words, the mass use of this syslem on the same
gtes and with the same characterigtics of Lots and Urban Development would have made
it posshble to build gpproximately 400 additiond houses, each of 40 M2 and built on Lots
with an area.of 50 M2.

The differences in the total costs are explained by the cost of the Developed Lot and the
Indirect Codts. In this respect is it clear that a Developed Lot is more expendve in the city
of Armenia, mostly because of the cost of the land. In spite of being a smdler city than
Perdra and notwithstanding the competitive effect of the Housng Shop Window (Vitrina
Inmobiliaria), greater demand for land in this city increased the price.

The largest varidions are in the indirect ©ds. There are projects in which, proportionaly,
this cost represents only 3.32% of the tota cost a one end of the scde and, a the other
end, this cost is 17% of the vaue of the house. With the exception of the Bolivariana
University project, those with the highest indirect cost were built under the subcontracting
system.

This fact is worthy of gpecia congderation. In fact, the profit of the private contractor is
specificaly reflected in the indirect codt, but not necessarily in the totd cost. Whie the
Maaga and El Recreo projects are among those with the highest total cost, Caflas Gordas
and Visa Hermosa, implemented directly by the operator, showed higher costs. For its
part, Quintas de los Andes, which was subcontracted, was among those with the lowest
costs.

The Mdaga and El Recreo projects have lower occupaion indices, in particular El
Recreo. The regulations in Pereira are more demanding in terms of public space than that
of the other municipdities and this is reflected in the incidence of the cost of land and
urban development on the totd cost. However, in comparative terms, the cost per
Developed Lot in these projects was not the highest, asit should have been.

The private contractors profit factor usng the subcontracting system tends to be
compensated by the more reasonable costs of the Urban Devel opment of the land.

! The application of the direct cost of cemented adobe at COL $89,208 M2 constructed would have freed close to
COL $4,350,000,000, WITH WHICH 400 ADDITIONAL UNITS OF col$10,960,000 each would have been built.



USAID GRANT

COFFEE ZONE RECONSTRUCTION PROJECT
PADCO, INC.

ENVIRONMENTAL GUIDELINES

For environmental revison and diagnods in connection with the Earthquake Reconstruction
under Limited Scope Agreement No. 514-9005

The Colombian Government has a complete sysem of environmenta laws and regulations. In
addition, a series of environmenta guidelines have been drawn up, specifying the standards and
regulations to act as a guide for recondruction works and the recuperation of the environment in
the area affected by the Earthquake of January 25, 1999 (Coffee Zone).

These guiddines for environmenta revison and diagnosis are intended to provide an important
contribution to the planing and implementation of the recondruction projects financed by
USAID to assg the Colombian Government in its recongtruction Program. No recongtruction
work may commence until an environmenta evauation has been made, according to USAID and
the Colombian Government regulations, and gpproved by USAID.

The mgority of the projects, on badance, result in pogtive environment benefits. However, even
the proects with postive environmentd results may have undesrable impacts An ealy
identification and description of these impacts will permit adequate drategies to be used to avoid
them or mitigate thar impact. Likewise, opportunities to improve environmenta conditions can
be identified at this stage.

Both the mitigation dSrategies and opportunities for environmenta improvement can and should
be incdluded in the basic reconstruction project - when they are technicdly and financidly viable.
This will stify basc USAID policy to ensure that the environmenta consequences of the
activities financed by the Agency are identified and included by USAID and its locd partners
prior to the find decison to proceed with the works and, in such a way, that preventive security
measures be adopted. (22 CFR 216.1(b)(1).

A. Description of the Project

This is a brief description (including photographs and available and appropriste maps) of the
proposed recongtruction project, including:

Name of the Project, address and location

Owner or Sponsor of the Project

Edtimated cost

Beneficiaries (Number of Persons who will benefit from the recongtruction project)
Date of commencement and termination of construction

Person(s) responsible for the supervision of the project and acceptance of works.
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B. Description and Analysis of the Site

A dgte vigt will be made by the engineer or the person in charge of the NGO project(s). Based on
this vigt to the ste and other avalable documentetion, provide a brief, concise description of the
areq, including features such as size, topography, buildings or uses adjacent or close to it, access
ways, public services, etc. Specid attention must be pad to the "Sendtive Receivers" such as
resdentid areas, schools, hospitds, rivers, parks and recredtion aress. Include (or refer to if it has
aready been included) a map of the location, site plan and photographs of the key features.

Describe exiging buildings and other structures and types of activities and operations that are
being or have been developed in the area and its immediate surroundings. State whether these
activities are (or have been) dgnificant sources of pollution (water emissons, solid residues,
heavy traffic, noise, ar emissons) Identify any use of toxic or hazardous materids and describe
procedures for the management, storage and disposal of any resulting resdues. Identify any
contaminated soil or unusud accumulations of waste or resdues. Highlight al open bodies of
water, streams, marshes, wetlands, woods, open spaces and other areas of natural resources.

C. Checklist of Environmental Consider ations

Indicate which of the following resources or aspects may be affected by the proposed project,
ether during construction or the operation of the congtruction, using the following codes:

Y =Yes

M =Maybe

N =No

U = Uncertan; sufficient information is not available

NA = Not applicable to this Site or project
ImpactsConstruc- Longterm
tion Phase Impacts

1) Bodies of Water (Lakes, Rivers, €tc.)
2) Water Supply/Use

3) Vegetation/Trees

4) Fish and Wildlife

5) Primary Agriculturd Land

6) Pollution of Water

7) Pollution of the Air

8) Archeologicd Sites

9 Solid Wastes

10)  Useof Hazardous Materid/Waste Disposal
11)  Generation of Heavy Traffic

12)  Hidoricd/Cultura Heritage

13)  Infrastructure Adaptation

14)  Other Aspects of Impact




D. Discussion of Environmental Consider ations

Provide andyss of the nature and severity of the impact (or possible impact) expected for each
resource or aspect for which probable (or uncertain) impacts exist. In the case of Sgnificant
impacts, identify groups or individuds who may be affected and possble messures (those
relaing to both congtruction and operation) to avoid or reduce the impact.

E. Mitigation of Environmental | mpactsand Increase in Benefits

For each mitigation measure or opportunity for feasble environmentd improvement, describe the
steps required to include such measures in the project and sate the corresponding assgnment of
responsibility for action to the appropriste persons or organizations. These actions will be
referred to in the Donation Agreement. Specify whether USAID Funds and/or assstance will be
required to monitor the program.

F. Environmental Decisions and Recommendations
On the bags of environmentd findings and in any adjustments to the project made as a result of

same, recommend that the environmental satus of the project be reviewed and approved by
USAID.

> No negative environmenta impacts are expected; the project may go ahead.

> Negative environmentd impacts can be diminated or reduced to acceptable levels
through the impact mitigation measures agreed upon; the project may go ahead.

> Considerable negdtive environmental impacts will probably occur; a detailed
environmental diagnosis will be prepared for the proposed project.

> Condderable negative environmenta impacts will probably occur and a review of the
location and project designs or the development of new aternatives are required.

> Consgderable negative environmenta impacts will probably occur and the mitigation

measures or new aternatives are not feasible. The project will be canceled.
F. Documentation and Reports

A brief environmenta review report must be prepared for each project. The complexity of this
review (and the reaulting level of documentation) must be consgent with the probability and
severity of the expected impacts. A project that clearly has few sgnificant environmental impacts
will require little attention and therefore generate little documentation. A project that will cause
condderable environmental impacts will need more atention and documentation. In any event,
however, brevity, smplicity and clarity are preferred, adthough not at the expense of the qudity
of the anayss.

An executive summay of the environmentd supervison report, the resulting aspects of which
must be included in each quarterly report forwarded to PADCO/USAID by the NGO setting up
the project.
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I. BACKGROUND

On January 25, 1999, a severe earthquake occurred in the
Armenia/Pereira region (magnitude of 6.0 on the Richter scale) leaving an
estimated 40,000 homes destroyed, more than the homes destroyed by
Hurricane Mitch. Approximately a third of the families who lost their
homes were poor and therefore the most vulnerable group. While many
entities, such as the Coffee Federation, have come forward to help some
families, strong pressure was brought to bear on the Government of
Colombia (GOC) to provide assistance at no cost to the area.

On September 21, 1999, the U.S. Agency for International Development
(USAID), Colombian Mission, signed an agreement with the National
Planning Department for the Colombian earthquake reconstruction project
(USAID) to be contracted with a United States company. (PLANNING AND
DEVELOPMENT  COLLABORATIVE  INTERNATIONAL-PADCO  USAID
Agreement No. 527-00-002). The purpose of this Agreement is to design
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and implement a shelter and an infrastructure program for the community
in the regions of Armenia and Pereira targeted to provide housing for
approximately 2,600 families, and to reconstruct a school for street
children and a home for senior citizens. The total USAID amount
available for this program, including the design, administration and
implementation, is 9.5 million dollars.

USAID collaboration will be focused on the poorest victims of the
earthquake, those who were paying some sort of rent when it occurred.
The aid will provide the affected families with access to a lot of land
through an organized community group or NGO, chosen from among
those already operating in the area or which have had long term
experience in providing refuge and infrastructure for the Latin American
community. This program is set to start on January 18, 2000, for a
duration of 24 months.

2-FUNCTIONAL TERMS OF REFERENCE TO ACHIEVE THE
PURPOSE OF THE USAID DONATION.

2.1 PURPOSE OF THE DONATION.

2.1.1 To provide housing for approximately 2,600 families, including over
10,000 persons affected by the earthquake and which are at present
lodged in temporary settlements sponsored by the Government or in
informal settlements.

2.1.2 To provide financial and technical assistance to reconstruct a school
for street children and a home for senior citizens, - two facilities
destroyed by the earthquake.

2.2 PURPOSES OF THE USAID-PADCO AGREEMENT.

2.2.1 To draw up a design and a strategy for the USAID assistance to the

COFFEE ZONE Reconstruction Program in accordance with the
specifications of the "Statement of Work".
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2.2.2 To implement all the aspects necessary for the activity, which
includes contracts and subcontracts with local organizations.

2.2.3 To develop a monitoring and evaluation plan in line with the
automated system of USAID Guidelines, subject to the approval of USAID-
COLOMBIA, following the prior commencement of construction activities.

3. OPERATIONAL AND FUNCTIONAL MECHANISMS.

3.1 SELECTION OF THE BENEFICIARY NGOS.

PADCO has selected several NGOs in the COFFEE ZONE as its partners in
the development of the Reconstruction Program (include here the list of
NGOs), all in accordance with the USAID-DNP Agreement and in the
implementation of the USAID-PADCO agreement.

3.2 PROJECTS AND FUNDS OPERATIVE ADMINISTRATION.

The following summarizes the system defined to administer aspects
relating to the intervention of the NGOs in the Program, the approval and
processing of the USAID disbursements and their transfer to the
beneficiaries, and also provides guidelines for the plan to monitor and
control the accounts, which shall be subject in its entirety to the Article H
Reports, accounts records, Audits and Inspections” under Specific USAID-
DPN Donation Agreement Project No. 514-9005.

3.2.1 EXECUTION OF CONTRACT NGO-PADCO.

Execution of the agreement between the NGO beneficiary and PADCO is
the first action which must be recorded in the NGO accounts. Following
signature of the Agreement, PADCO shall have approved the Budget for
the Project that the NGO proposes to undertake, with the funds provided
by the USAID Donation. This budget is the support document for the
definition of the monetary value of the entry in the commencement
accounts (which, in turn, is fixed by multiplying the number of
beneficiaries by $Col 5,900,000), to be entered in Memoranda Accounts in
accordance with the provisions in the Single Accounts and Dynamics Plan
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chapter of this document (SAP). The logical reason for this entry is ©
have a consultation instrument for the control of the execution of the
project and the later analysis of any eventual deviations from it.

3.2.2 REQUEST FOR RESOURCES FROM PADCO.

The NGO must complete form “SDPD” (see model in excel-Formats ONG),
indicating the chapter and/or sub-chapter of the budget, the amount,
item, period for which it is required and the use to be made of the funds
required. This form shall be signed by the legal representative and
treasurer of the NGO, must be prepared according to an ascending
numbering system and drawn up in the number of copies directed by
PADCO.

The first request for resources must be presented, supported by the
project budget and duly approved by the Engineering Department of
PADCO-ARMENIA and by the policy for the good management of the
advance payment, issued as set forth in point # 2.1.1.2 of working draft
#1. Requests shall also be in accordance with the requirements
established in said working draft #1.

These requests for resources from PADCO constitute the second
transaction that shall be entered on the books of the NGO and kept in
memoranda accounts as directed in the SAP hereof. The logic of these
entries is the need for the control which the NGO must exercise over
resources in the process of disbursement by USAID, bearing in mind that
the transfers must be made according to the pre-determined flow of
funds defined in the project budget.

COMMENT: As a request for resources from PADCO (SDPD) is presented
in Colombian pesos and PADCO, in turn, processes it in US$ from
Washington, there will be a difference in the exchange rate during the
time taken for this process until the resources reach Colombia-Armenia,
affecting the value of this account, which must be recorded and increased
when the exchange rate rises or reduced when it falls. (See the dynamics
for these accounts in the SAP chapter hereof.)
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3.2.3 RECEIPT OF FUNDS
3.2.3.1 RECEIPT OF FUNDS PROVIDED BY USAID.

Once the NGO has received the funds in the current banking account of
the project, it shall record the value of same in the financial accounts kept
on its books, opening and later increasing the corresponding INCOME
RECEIVED FOR THIRD PARTIES-USAID DONATION account, which forms
part of its deferred liabilities, up to the final handover of the houses to
the natural person beneficiaries, which should be the procedure that
exhausts collection for third parties through the final beneficiaries receipt
of the respective title deeds. (See dynamics for these accounts in the SAP
chapter hereof.)

3.2.3.2 RECEIPT OF FUNDS PROVIDED BY OTHER SOURCES.

When the NGO receives funds for the project which are not part of the
USAID funds, these shall be deposited in a separate account of the NGO,
other than the BANCAFE account (created to receive the USAID funds)
and shall be entered in the cost center allocated by the NGO with the
same dynamics as the SAP hereof.

3.2.3.3. RECEIPT OF THE FUNDS AND/OR RESOURCES
PROVIDED BY THE BENEFICIARIES.

To control the contributions in money and/or work made by the
beneficiaries, the NGO shall open a Ledger credit account named
ADVANCES RECEIVED FOR THE ACQUISITION OF HOUSING, assigning it
to the corresponding cost center. This Ledger account shall have at least
two sub-accounts for the following purposes: one to accumulate
contributions made in money for each beneficiary and at NIT level, and
another to accumulate contributions in work for each beneficiary, also at
NIT level. Contributions in work shall be quantified on the basis of the
minimum monthly wage in force when the contribution is made. The NGO
shall establish a mechanism to control hours of work so that, in
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accordance with the agreement with each beneficiary, the respective
contribution can be evaluated with clarity for its respective entry in
accounts according to the SAP and to the accounting dynamics of this
document.

3.2.4 FORMATION OF INVESTMENT ACCOUNT WITH FUNDS
PROVIDED BY THE USAID DONATION.

NGO accounting shall create a set of first level ledger SAP accounts, to
show the accumulated values of the investment made, with the funds
provided by the USAID Donation and used for the implementation of the
project or projects independently, even in the case of projects co-financed
with funds from sources different from those of USAID. These ledger
accounts shall contain all disbursements made, in whatever respect,
including those of administrative and auditing expenses when they arise.
The Ledger accounts described herein shall be named as shown in the
SAP chapter of this Agreement. When an NGO is managing several
projects, it shall assign a cost center for each one and a sub-cost center
showing the contributions from other sources or the amounts of the
counterparts. For example:

To implement a project, an NGO has 4 sources of funds. The project
is identified with the first number and the funds or sub-centers by
the second. The accounts plan accounts are the same for each
project, as follows:

First digit 1 Project XXX-1 PADCO
Second digit 0 USAID Funds
CODE DESCRIPTION
CC ACCOUNT
10 14 USAID INVENTORIES
11 14 ONG INVENTORIES
12 14 TOWN/CITY INVENTORIES
13 14 BENEFICIARIES' INVENTORIES
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First digit 2 Project XXX-2 PADCO

Second digit 0 USAID Funds
CODE DESCRIPTION
CC  ACCOUNT
20 14 USAID INVENTORIES
21 14 NGO INVENTORIES
22 14 TOWNY/CITY INVENTORIES
23 14 BENEFICIARIES' INVENTORIES

and so on for the number of projects managed by each NGO.

3.2.4.1-LEDGER ACCOUNT- CONSTRUCTION UNDER WAY - XXX-
PADCO PROJECT.

Only disbursements or uses which have actually been realized or included
in the real physical progress of works in the form of land, fees, works
management and materials shall be entered on the ledger account
described here. Likewise, accounts or auxiliary accounts belonging to
same shall be tabulated, defined, named and coded in a way identical to
that used for their management in the project budget. (The Engineering
Department of PADCO-ARMENIA has identified general use software for
all the NGOs to use for this management.) The NGO shall make
appropriate arrangements and allow the official responsible for the task of
recording disbursements to gain the necessary knowledge of the project
budget, its chapters and items, as well as information on the specific use
to be made of the disbursements, such that he/she may enter them
correctly according to such use or corresponding account, in which it shall
provide training for the officials involved and provide the necessary
resources for them to implement the works. Moreover, if the cost of the
construction is consolidated, this account shall be for the purpose of
controlling the investment of advance payment funds of the works and
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the respective budget. See the dynamics for these accounts in the SAP
chapter hereof.

3.24.2 - LEDGER ACCOUNT-ADVANCE PAYMENTS AND
PROGRESS OF XXX-PADCO PROJECT.

This Ledger Account is used to control the disbursements, uses made of
them by contractors and the suppliers of goods and services required for
the development of the project. The auxiliary accounts are identified by
the NIT and name of the contractor or supplier and should be under a
defined contract or purchase order, fulfilling all the requirements of the
NGO and in accordance with the PADCO and USAID guidelines. Works
progress reports and entries in the materials store, as the case may be,
show and record the reduction of legalization of the advance payment
until it is exhausted. (The PADCO-ARMENIA Engineering Department has
identified general use software for this management by all the NGOs,
which facilitates its application to the accounts.) See the dynamics for
these accounts in the SAP chapter hereof.

3.2.4.2.1 —ADVANCE PAYMENTS, TAX AND CONTRIBUTIONS.

This sub-account is used to accumulate amounts in respect of any Value
Added Tax (VAT) paid, when suppliers of goods and services invoice and
collect this tax.

The NGO shall process this refund regularly, adhering to the procedures
established by the authorities for the refund of VAT paid on the
acquisition of goods and services for the construction of social interest
housing.

The same process shall be followed in the case of the special 2 x 1,000
tax when the Bank has deducted it.

If the consultation filed with DIAN and recorded under No. 057926 of

June 1, 2000, is resolved by exempting the NGO from these taxes, so that
the goods and services suppliers neither invoice nor charge it, and the
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Bank does not deduct the 2 x 1,000 tax, the account described herein
shall no longer exist. See the dynamics of these accounts in the SAP
chapter hereof.

3.2.4.3 -MATERIALS, SPARE PARTS AND ACCESSORIES
ACCOUNT.

This account records all disbursements for the acquisition of materials to
be used in the execution of the works. Its auxiliary accounts are kept in
the form of a "kardex" a stock control showing the inventory of stocks
available for use in the construction, their use in same, their availability
and subsequent exhaustion. Entries to the store are recorded by a
Receipt issued by the person responsible or according to a duly numbered
receipt certifying with his/her signature satisfactory delivery of the
materials. This document shall require, as a prerequisite for the
disbursement to the supplier or to legalize the advance payment.

Removals from the store, or requisitions of materials, shall be certified in
a written document, also numbered, drawn up by the person responsible
for the works, but in all cases shall state, in addition to the quantity, the
use of the materials according to the corresponding budget chapter and
must first have been approved by the resident. (The PADCO-ARMENIA
Engineering Department is identifying general use software for handling
by all the NGOs, thereby facilitation its application to accounts.) See the
dynamics for these accounts in the SAP chapter hereof.

3.2.4.4.-CLARIFICATION. The specific items accounts described in
numerals 3.2.4.1, 3.2.4.2 and 3.2.4.3 shall be adapted for use in
cases in which the NGO develops the projects with its own operative
structure and personnel. When the NGO contracts the
implementation of the projects with construction companies which
assume complete responsibility (turnkey contract) it shall not be
necessary for the NGO to handle the 140103-MATERIALS
STORAGE account, but in any event the 1415-CONSTRUCTION
WORKS UNDER WAY account and the 1330-ADVANCE
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PAYMENTS account, using the same dynamics referred to in the
SAP chapter hereof.

3.2.4.5.-RECOMMENDATIONS.

3.2.4.5.1. When the NGO implements the projects under so-called
"Turnkey Projects" it shall include a contractual clause under which the
contractor acquires responsibility for keeping the project accounts using
the methodology required by the NGO.

3.2.4.5.2. There shall be a clause under which the contractor assumes
the commitment to supply all the information required by the USAID
and/or PADCO Auditors as well as to carry out the audits that said
Auditors require.

3.2.4.5.3. For these contracts, the NGO shall require contractors to
provide the good advance payment management, guarantee and
performance and works stability defined by PADCO.

3.2.4.5.4. In any event, the contractors shall define the supply of funds
to the NGO contractor in accordance with "Article C Contribution of
USAID, Sections C1 and C2 of the Specific Donation Agreement" signed
by the Governments of Colombia and the USA.

3.2.4.5.5. As the financial accounts of the NGO records the funds
actually received by way of deposits of the USAID contributions through
PADCO, constitute, in practice, cash accounting of the total commitments
and liabilities arising from all the contracting and shall be managed in
Memoranda Accounts. See dynamics for these accounts in the SAP
chapter hereof.
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4. SINGLE ACCOUNTS AND ACCOUNTING DYNAMICS PLAN

ACCOUNTS CATALOGUE

CODE
1

11

1105
110510160
1110
111005
111005313
13

1330
133005100
133010100
133015100
133095100
1355
135530100
135535100
135595100

14

DENOMINATION
ASSETS

FUNDS AVAILABLE

CASH

PETTY CASH-USAID DONATION
BANKS

LOCAL CURRENCY

BANCAFE

DEBTORS

ADVANCE PAYMENTS

TO SUPPLIERS

TO CONTRACTORS

TO WORKERS

MISCELLANEOUS

ADVANCE TAXES AND CONTRIBUTIONS
VAT PAYABLE

2 X THOUSAND PAYABLE
MISCELLANEOUS

INVENTORIES
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1415

1415011

141501101
141501102
141501103
141501104
141501105
141501106
141501107
141501108
141501109
141501110
141501111
141501112
141501113
141501114
141501115
141501116
141501117
141501118
141501119
141501120
141501121

1415012

141501201
141501202
141501203
141501204
141501205
141501206

CONSTRUCTION WORKS UNDER WAY
DIRECT COSTS

PRELIMINARIES
FOUNDATIONS

DRAINS AND UNDERGROUND INSTALLATIONS
CONCRETE STRUCTURES
MASONRY

HYDRAULIC AND SANITATION INSTALLATIONS
ELECTRICAL INSTALLATIONS
ROOFS

CEILINGS

PLASTERING

PAINT

FLOORS

SURFACING AND ACCESSORIES
WOOD CARPENTRY

METAL CARPENTRY

GLASS AND MIRRORS
BATHROOM SUITES

TOOLS AND EQUIPMENT
EXTERIOR WORKS

WORKS PERSONNEL EXPENSES
XXXXXX

INDIRECT COSTS

STUDIES AND DESIGNS
LICENSES

FEES

AUDITS

OTHER INDIRECT COSTS
XXXXXX
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1415013

141501301

1440

1440011

144001101

144001102
144001NNN

1455

1455251

145525100

1455351

145535100

2

22

2205

220505100

A23

2320

232001100

LAND

LAND

FINISHED HOUSING UNITS

PADCO XXX-1 PROJECT

USAID DONATION HOUSING UNITS #1

USAID DONATION HOUSING UNITS #2
USAID DONATION HOUSING UNITS #NN

MATERIALS, SPARE PARTS AND ACCESSORIES
MATERIALS AND SPARE PARTS
MATERIALS AND SPARE PARTS
TOOLS

TOOLS

LIABILITIES

SUPPLIERS

NATIONAL

NATIONAL

ACCOUNTS PAYABLE

TO CONTRACTORS

PHYSICAL WORKS
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2335

233510100
233515100
233525100
233535100
233540100
233545100
233550100
233555100
233560100
233565100
233595101
233595102

2365

236505100
236515100
236520100
236525101
236525102
236525103
236525104
236525105
236530101
236530102
236535100
236540101
236540102
236540103
236565100

2370

COSTS AND EXPENSES PAYABLE

LEGAL COSTS

BOOKS, SUBSCRIPTION, NEWSPAPERS
FEES

MAINTENANCE SERVICES

RENTAL

FREIGHT AND CARRIAGE

PUBLIC SERVICES

INSURANCE

TRAVELING EXPENSES

PUBLIC RELATIONS EXPENSES
EMPLOYEES

TEMPORARY EMPLOYEES AND GUARD SERVICES

WITHHOLDING AT SOURCE

WAGES/SALARIES AND LABOR RELATED PAYMENTS
FEES

COMMISSIONS

SERVICES AND TRANSPORTATION
TEMPORARY WORKERS

PERSONNEL TRANSPORTATION, MEALS
SERVICES IN GENERAL

CONSTRUCTION CONTRACTS

RENT FOR MOVABLE GOODS

RENT FOR REAL PROPERTY

FINANCIAL YIELDS

FUEL PURCHASE

PURCHASE OF AGRICULTURAL PRODUCTS
PURCHASING IN GENERAL

STAMP TAX

WITHHOLDING AT SOURCES AND PAYROLL
CONTRIBUTIONS
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237005100
237006100
237010100
237015100
237025100
237045100
237095100
25

2505
250505100
2510
251010100
2515
251505100
2525
252505100
26

2610
261005100
261010100
261015100

261020100
261025100

CONTRIBUTIONS TO E.P.S.
CONTRIBUTIONS TO A.R.P.

CONTRIBUTIONS TO ICBF, SENA, FAMILY SUBSIDY
FUNDS

FIC CONTRIBUTIONS

LEGAL EMBARGOS

PENSION AND/OR SEVERANCE PAYMENT FUNDS
MISCELLANEOUS

LABOR RELATED OBLIGATIONS
SALARIES/WAGES PAYABLE

SALARIES/WAGES PAYABLE

CONSOLIDATED SEVERANCE PAYMENTS

LAW 50 OF 1990 AND SUBSEQUENT REGULATIONS
INTEREST ON SEVERANCE PAYMENTS
INTEREST ON SEVERANCE PAYMENTS
CONSOLIDATED VACATIONS

VACATIONS

ESTIMATED LIABILITIES AND RESERVES

FOR LABOR RELATED OBLIGATIONS
ACCUMULATED SEVERANCE PAYMENTS
INTEREST ON SEVERANCE PAYMENTS
VACATIONS

LEGAL SERVICE BONUS
BONUS
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28

2805
280520
280520100
280520101
280520XXX
280525
280525100
280525101
280525XXX
2815

281505101
281505105

8

83

8301
8301131
830113101
830113102
830113103
830113104

830113105
830113106

DEFERRED

ADVANCE PAYMENTS RECEIVED (CC)
ACQUISITION OF HOUSES IN CASH

NIT OF BENEFICIARY

NIT OF BENEFICIARY

NIT OF BENEFICIARY

MANUAL LABOR FOR ACQUISITION OF HOUSES
NIT OF BENEFICIARY

NIT OF BENEFICIARY

NIT OF BENEFICIARY

INCOME RECEIVED FOR THIRD PARTIES-USAID

BENEFICIARIES
MISCELLANEOUS

DEBTOR MEMORANDA ACCOUNTS

CONTROL DEBTORS

CONSTRUCTION WORKS UNDER WAY

DIRECT COSTS

PRELIMINARY

FOUNDATIONS

DRAINS AND UNDERGROUND INSTALLATIONS
CONCRETE STRUCTURES

MASONRY
HYDRAULIC INSTALLATIONS, BATHROOM SUITES
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830113107
830113108
830113109
830113110
830113111
830113112
830113113
830113114
830113115
830113116
830113117

830113118
830113119
830113120
830113121
8301132
830113201
830113202
830113203
830113204
830113205
8301133
830113301
8302
8302131
830213101

8303

ELECTRICAL INSTALLATIONS
ROOFS

CEILINGS

PLASTERING

PAINT

FLOORS

FINISHINGS AND ACCESSORIES
WOOD CARPENTRY

METAL CARPENTRY

GLASS AND MIRRORS
BATHROOM SUITES

TOOLS AND EQUIPMENT
EXTERIOR WORKS

WORKS PERSONNEL EXPENSES
XXXXXX

INDIRECT COSTS

STUDIES AND DESIGNS

LICENSES

FEES

MISCELLANEOUS INDIRECT COSTS
XXXXX

LAND

LAND

CONTRACTS

CONTRACTS

PADCO CONSTRUCTION CONTRACTS

REQUEST FOR RESOURCES
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8303131

830313101

86

8601

8602

8603

9

93

9301

9301281

930128101

96

REQUEST FOR RESOURCES

REQUEST FOR PADCO RESOURCES
CONTROL PER CONTRA DEBTORS (CR)
CONSTRUCTION WORKS UNDER WAY
CONTRACTS

REQUEST FOR RESOURCES
CREDITORS' MEMORANDA ACCOUNTS
CONTROL CREDITORS

USAID-PADCO AGREEMENT
USAID-PADCO RESOURCES
USAID-PADCO RESOURCES

CONTROL PER CONTRA CREDITORS (DB)
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4.2.

DYNAMICS

The following is a description of the dynamics of each account in the
accounting process, in the order in which they were presented above.

ACCOUNT CODE:
1

11

1105
110510160

DESCRIPTION OF ACCOUNT:
ASSET

AVAILABLE

CASH

PETTY CASH-USAID DONATION

DEBIT

CREDIT

For the value of the creation of the
fund.

For the value of the payment of the
fund once the program is terminated.

ACCOUNT CODE:
11

1110

111005
111005313

DESCRIPTION OF ACCOUNT:
AVAILABLE

BANKS

LOCAL CURRENCY

BANCAFE ACC ONG-PADCOXXX

DEBIT

CREDIT

Deposit of the PADCO-USAID
disbursements received by the
NGO at Bancafé.

Credit notes issued by the Bank.
Sum of checks annulled after entry
in accounts.

Value of tax refunds (VAT AND 2 X
THOUSAND) to USAID donation.

Checks for payments and disbursements
for approved project.
Value of debit notes issued by the Bank.

ACCOUNT CODE:
13

1330
133005100/NN

DESCRIPTION OF ACCOUNT:
DEBTORS

ADVANCE PAYMENTS

TO SUPPLIERS /NN

DEBIT

CREDIT
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Amounts drafted for purchase of
goods and services according to

Legalization with works progress report
for work and services actually received

stipulations in  the respective|at the work site and receipt of materials

contracts. at the store.
Value of refund of moneys and other
items delivered in excess of this
account.

ACCOUNT CODE: DESCRIPTION OF ACCOUNT:

13 DEBTORS

1355 TAXES AND CONTRIBUTIONS OR
BALANCE IN FAVOR ON ADVANCES
VAT COLLECTABLE

135530100 2 X THOUSAND COLLECTABLE

135535100

DEBIT CREDIT

Amounts invoiced and drafted for
purchase of goods and services and
value of 2 x thousand tax when
charged by the Bank.

Legalization with works progress report
for work and services actually received
at the work site and receipt of materials
at the store.

Value of refund of moneys and other
items delivered in excess of this
account.

ACCOUNT CODE: DESCRIPTION OF ACCOUNT:
14 STOCKS
1415 CONSTRUCTION WORKS UNDER WAY
1415011 PRELIMINARY
141501101/NN DIRECT COSTS /NN
DEBIT CREDIT
Cost of manual labor| Transfer of cost of the project to the
according to physical progress | Finished Houses Inventory sub-account.
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report of the works.

Inclusion of materials either
direct or removed from the
store.

Construction or services
contracts identified directly at
the time of the disbursement.

Vale of refund of materials and other costs
charged in excess to this account.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

14 STOCKS
1415 CONSTRUCTION WORKS UNDER WAY
1415012 INDIRECT COSTS
141501201/NN STUDIES AND DESIGNS /NN

DEBIT CREDIT
Value of fees specified in| Transfer of cost of the project to the
respects such as studies,| Finished Houses Inventory sub-account.

licenses and others based on
the charging per disbursement
identified or as the result of
legalization of the advance

payment.

ACCOUNT CODE: DESCRIPTION OF ACCOUNT:

14 STOCKS

1415 CONSTRUCTION WORKS UNDER WAY
1415013 LAND

141501301 LAND

DEBIT

CREDIT

Value of cost of acquisition
according to purchase deed.

Transfer of cost of the project to the
Finished Houses Inventory sub-account.
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ACCOUNT CODE:
14

1440

1440011
144001101/NN

DESCRIPTION OF ACCOUNT:
USAID DONATION INVESTMENT
FINISHED HOUSES

PROJECT XXXX-1 PADCO

USAID DONATION HOUSE#1/NN

DEBIT

CREDIT

Total value of account 1415
Construction works under way
when works are definitively
completed and available for
delivery identifying house by
house in each project.

Value of title deeds adjudicated to the
beneficiaries of the plan.

ACCOUNT CODE:
14
1455

1455251
145525100/NN

DESCRIPTION OF ACCOUNT:
STOCKS

MATERIALS, SPARE PARTS AND
ACCESSORIES

MATERIALS AND SPARE PARTS
MATERIALS AND SPARE PARTS

DEBIT

CREDIT

Cost of acquisition of materials
and spare parts used for the
works.
Value
surplus.
Value of refunds for return of
items to the store.

of adjustments for

Cost of materials and accessories used in
the works, as removed from the store.
Items returned to the suppliers.

Procedimiento Contable Donaciéon USAID-PADCO 22




ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

2 LIABILITIES
22 SUPPLIERS
2205 NATIONAL
220505100 NATIONAL
DEBIT CREDIT
Total or partial value of| Cost of materials and accessories used in

payments made.

Value of credit notes issued by
the supplier of goods and
services.

the works, as removed from the store.
Items returned to the suppliers.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

2 LIABILITIES
23 ACCOUNTS PAYABLE
2320 TO CONTRACTORS
232001100 PHYSICAL WORKS
DEBIT CREDIT
Total or partial value of| Cost of materials and accessories used in

payments made.

Value of credit notes issued by
the supplier of goods and
services.

the works, as removed from the store.
Items returned to the suppliers.
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ACCOUNT CODE:
2

23

2335
233510100/NN

DESCRIPTION OF ACCOUNT:
LIABILITIES

ACCOUNTS PAYABLE

COSTS AND EXPENSES PAYABLE
LEGAL COSTS /NN

DEBIT

CREDIT

Value of payment made to
beneficiaries  after the
services were provided.

Value of services received in accordance
with the respective invoices and accounts.

ACCOUNT CODE:
2

23

2365
236505100/NN

DESCRIPTION OF ACCOUNT:
LIABILITIES

ACCOUNTS PAYABLE
WITHHOLDING AT SOURCE
LABOR RELATED PAYMENTS /NN

DEBIT CREDIT
Value of payments made to| Value of withholding at source required
DIAN. under the existing regulations.
ACCOUNT CODE:
2
23
2370
237005100/NN
DEBIT CREDIT
Value of payment of labor| Value of labor contributions pending
contributions to the respective | payment.

beneficiaries.
Return of excess deductions
and withholding.

Value of deductions of workers.
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ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

2 LIABILITIES
23 ACCOUNTS PAYABLE
2380 MISCELLANEOUS CREDITORS
238020100/NN REFUNDS PAYABLE /NN
DEBIT CREDIT
Value of total or partial| Value of commercial obligations acquired

payments to beneficiaries.

which are different from the foregoing.

ACCOUNT CODE:
2

25

2505
250505100/NN

DESCRIPTION OF ACCOUNT:
LIABILITIES

LABOR RELATED OBLIGATIONS
SALARIES/WAGES PAYABLE
SALARIES/WAGES PAYABLE / NN

DEBIT

CREDIT

Total or partial payment to the
respective beneficiaries.

Value of transfer of sub-account 2610.
Value of interest pending payment.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

2 LIABILITIES
26 ESTIMATED LIABILITIES AND
2610 RESERVES FOR LABOR RELATED
261005100/NN OBLIGATIONS
SEVERANCE PAYMENTS /NN
DEBIT CREDIT
Value of transfer to the| Monthly provision.

respective group 25 accounts -

Value of the adjustments for consolidation.
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| labor related obligations.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

when the title deed is given to
the beneficiary supported by
certificates of freedom from
encumbrance and
conveyance.

2 LIABILITIES
28 DEFERRED
2805 ADVANCE PAYMENTS RECEIVED
280520 FOR ACQUISITION OF HOUSES IN
CASH
280520100/NN NIT BENEFICIARY /NN
DEBIT CREDIT
Credit balance of this account | Value of deposits made by project

beneficiaries.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

recorded in the name of the
beneficiary supported by
certificates of freedom from
encumbrance and
conveyance.

2 LIABILITIES
28 DEFERRED
2805 ADVANCE PAYMENTS RECEIVED
280525 FOR ACQUISITION OF HOUSES
MANUAL LABOR
280525100/NN NIT BENEFICIARY/NN
DEBIT CREDIT
Credit balance of this account | Value of hours worked, duly supported
when the title deed is formally | according to the control procedure

established by the NGO.
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ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

2 LIABILITIES
28 DEFERRED
2815 INCOME RECEIVED FOR THIRD
PARTIES-USAID
281505101 BENEFICIARY
281505105 MISCELLANEOUS
DEBIT CREDIT
Value of title deeds adjudicated | Deposit of disbursements made by

to the beneficiaries of the plan,
supported by certificates
freedom  from
and conveyance.

encumbrance

of

PADCO-USAID and received by the NGO
at Bancafé, distributed proportionally to
each beneficiary.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

8 MEMORANDA ACCOUNTS
83 CONTROL DEBTORS
8301 CONSTRUCTION WORKS UNDER WAY
8301131/NN DIRECT COSTS /NN

DEBIT CREDIT
Value of works budget,| Value of the adjustment for the exchange
according to the contract|rate on the date of the request for

approved with details of the
investment by headings.

Duly approved additions to the
contract budget.

Value of the exchange rate
adjustment between the date
of the request for resources
from PADCO and the date of
the deposit when the rate
increases.

resources from PADCO and the date of the
deposit when the exchange rate goes
down.

Value of the final balance on termination of
the project.
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ACCOUNT CODE:
8

83

8302

8302131

DESCRIPTION OF ACCOUNT:
MEMORANDA ACCOUNTS
CONTROL DEBTORS CONTRACTS
CONTRACTS

DEBIT

CREDIT

Value of the contract signed
between the NGO and the

contractor implementing the
project.
Duly approve budgetary

additions to the contract.

Value drafted according to the contracted
between the NGO and the contractor which
implements the entire project.

Note: The balance of this
account indicated the value of
the contract to be
implemented.
ACCOUNT CODE: DESCRIPTION OF ACCOUNT:
8 MEMORANDA ACCOUNTS
83 CONTROL DEBTORS
8303 REQUEST FOR RESOURCES
8303131 REQUEST FOR RESOURCES FROM
PADCO.
DEBIT CREDIT

Value of the “SDPD” request,
duly processed and received
by PADCO Inc. Armenia.

Value of the exchange
adjustment between the date
of the request for resources
from PADCO and the date of
the deposit  when the
exchange rate has increased
in value.

Value of the draft received by the NGO
from PADCO Inc.

Value of the exchange rate adjustment
between the date of the request for
resource from PADCO and the date of the
deposit when the exchange rate has fallen
down.
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ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

8 MEMORANDA ACCOUNTS
86 CONTROL DEBTORS PER CONTRA(CR)
CONSTRUCTION WORKS UNDER WAY

8601/NN /NN

DEBIT CREDIT
Value of the credit entry in| Value of the debit entry on the respective
the respective memoranda| memoranda account.
account.

ACCOUNT CODE:
9

93

9301

9301281
930112801

DESCRIPTION OF ACCOUNT:
MEMORANDA ACCOUNT CREDITORS
CONTROL CREDITORS
USAID-PADCO AGREEMENT

USAID PADCO RESOURCES
USAID-PADCO RESOURCES

DEBIT

CREDIT

Value of the legalization of
the draft received by the
NGO.

value of the draft received by the NGO
from PADCO Inc.

ACCOUNT CODE:

DESCRIPTION OF ACCOUNT:

9 MEMORANDA ACCOUNTS CREDITORS
96 CONTROL PER CONTRA CREDITORS
CONTRARY CONTROL (DB)
9601 USAID-PADCO AGREEMENT
9601281 USAID PADCO RESOURCES
960112801 RESOURCES USAID-PADCO
DEBIT CREDIT
Value of the credit entry on| Value of the debit entry on the respective
the respective memoranda| memoranda account.
account.
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5. INTERNAL CONTROL RECOMMENDATIONS.
5.1. CURRENT ACCOUNT.
5.1.1. HOLDER: The NGO selected

5.1.2. NAME OF THE ACCOUNT: ONGXXX/Proyecto-PADCO (e.g. Antioquia
Presente/Tebaida-PADCO)

5.1.3. DEPOSITS: This account will receive funds only and exclusively from the
USAID donation. Deposits made by PADCO INC. by transfer from its account in
Miami through BANCAFE Internacional.

5.1.4. INCOME IN FOREIGN EXCHANGE: Exchange declarations nationalizing
foreign exchange shall be signed in Colombia by the PADCO representative DMG
prior to income being deposited in the current account of the NGO/Project-
PADCO.

5.1.5. DRAFTING CHECKS: All checks drafted which are payable against this
account shall be nominal and free from the special crossing of “paguese
Gnicamente al primer beneficiario” (pay only to first beneficiary). Likewise, checks
drafted against this account shall be exclusively for payments relating to the
project and duly supported by the invoices and contracts, which shall be issued in
the name of NGO-PADCO. Transfers of moneys shall not be made from this
account under any circumstances, unless the drafts are for payments of
wages/salaries of personnel employed at the works and programmed against
Donation resources.

5.1.6. SIGNATURES OF CHECKS: Without exception, it is obligatory for checks
issued against this account to have two signatures, one of the Legal
Representative of the NGO or, in the absence of same, by his/her duly authorized
delegate, and the second of the NGO Treasurer or whoever fulfills this function.

5.2. INCOME

For the NGO to obtain income from the Donation, it shall proceed as follows:
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5.2.1. FIRST DISBURSEMENT OF USAID. By written requested on the form
First Disbursement Request "DPD" to the PADCO office in Armenia, fulfilling the
following requirements, and it will proceed to make the transfer when it is
approved.

5.2.1.1. Current Account Number, names and signatures of the authorized
officers.

5.2.1.2. Establishment of a policy for the correct management of the advance
payment, issued by an Insurance company of recognized solvency and
experience in Colombia, the beneficiary of this shall be PADCO-INC and/or DIEGO
MARULANDA, to remain valid throughout the implementation of the project.

5.2.1.3. Detailed, approved budget of the costs of the Project.

5.2.1.4. Cash flow of the works according to the approved budget.
5.2.1.5. Approval of the Technical Representative of PADCO in Colombia.
5.2.1.6. Cash flow according to sources.

5.2.1.7. Copies of FOREC specifications and FOREC Subsidy Waiver agreements
signed between the beneficiaries and the NGO.

5.2.2. SECOND AND SUBSEQUENT DISBURSEMENTS BY USAID. For the
NGO of each of the projects to have access to the subsequent disbursement, it is
necessary for them to fulfill the following requirements, which, once approved by
PADCO, will authorize the corresponding transfer.

5.2.2.1. NGOs shall regularly render accounts on the use and purpose of the last
advance payment, in accordance with the schedule defined by PADCO-Armenia,
that is, legalization according to the "LAPD" form and, in turn, submit the
request for the disbursement by completing the corresponding "SDPD"™ form,
which, once approved, shall form the basis for the related transfer.
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5.2.2.2. Comparative budgeted vs. provided flow of Funds.
5.2.2.3. Budgeted flow of Funds adjusted according to use.
5.2.2.4. Investment Report on construction under way.
5.2.2.5. Stocks report.

5.2.2.6. Report of Advance Payments handed over to Contractors, Suppliers and
employees.

5.2.2.7. Originals of expense vouchers, invoices, bills and contracts shall be
available to PADCO Inc. USAID or its auditors or any auditor authorized by the
government of the United States of America.

5.2.2.8. All financial statements shall be signed by the Legal Representative of
the NGO, the treasurer or the person replacing him/her, the Technical
Management of the project and the office of the Auditor or internal Fiscal Auditor
of the NGO.

5.2.3. FINAL USAID DISBURSEMENT.

In addition to fulfilling the requirements stipulated in Point 5.2.2. hereof, the
following shall also be processed:

5.2.3.1. Update of the Advance Payment Management Policy to include values
not supported by consolidated with the new advance payment. This Policy shall
be valid for 6 months from the date of the final disbursement. For its expiration,
the Beneficiary-Operator shall furnish a copy of the certificates of Freedom from
Encumbrance and Conveyance, proving that ownership is certified in the name of
the Beneficiary under the donation and has been established as the property of
the family.

5.2.3.2. Once the reports and documents presented have been verified, the final
transfer and settlement of the account shall proceed.
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5.3. DISBURSEMENTS BY NGO.

All disbursements made by the NGO against the ONG/Project-PADCO current
account shall be used only and exclusively for the purposes of the chapters set
forth in the approved Flow of Funds.

5.3.1. Authorized disbursements are shown in the flow of funds approved by
PADCO and constitute those considered necessary for the implementation of the
project. Therefore, no disbursements may be made which are not duly approved
in such flow of funds. When, under exceptional circumstances, one or several
disbursements which do not figure in the flow of funds are required, the prior
written approval of PADCO must be obtained.

5.3.2. All ordinary disbursements shall be made by check on the ONG/Project-
PADCO and the relative supports shall be certified in suitable documents, such
as: invoices, contracts, payrolls and bills, etc., which must be issued or drafted in
the name of ONG-PADCO. Disbursements not set forth in these documents
cannot be recognized.

5.3.3. NGOs shall make payments against the project following prior verification
of the goods and services received to its satisfaction. These shall be authorized
and approved exclusively by its Legal Representative or his/her delegate, duly
authorized in writing and shall be certified on individual outlay vouchers for each
check issued, the minimum content of which is:

5.3.3.1. Date and consecutive number of the voucher.
5.3.3.2. Name and identification of the beneficiary.

5.3.3.3. Item paid, showing the quantities of materials or a detailed description
of services.

5.3.3.4. Code and name of the account according to PADCO coding, will be

provided. This is in addition to the accounts coding of the SAP, which the NGO
must comply with in its accounts in Colombia to the respective authorities.
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5.3.3.5. Charging against the budget chapter of the works of each project.

5.3.3.6. All vouchers supporting disbursements shall remain on file in strict
chronological order, in accordance with the regulations of the Colombian
Commercial Code, and kept at the disposal of the USAID and PADCO auditors, as
well as those of the Government of the United States of America.

5.3.3.7. The NGO shall require the guarantee policies detailed below, issued by
an insurance company legally established in Colombia and of recognized
experience for contracts which are considered necessary, but, in any event,
ensure that it is certain of the proper use and protection of the resources.

5.3.3.7.1. Good Management of the Advance Payment of the value of the
agreement, for the duration of the works contracted, plus three additional
months.

5.3.3.7.2. Performance Bond for 10% of the agreement and valid for the
duration of the works contracted, plus three additional months.

5.3.3.7.3. Works Stability Policy for 20% of the final value of the Agreement,
with duration of two years from the date of the settlement of same.

6. REPORTS (See NGO Excel-Format documents).

DOCUMENT DRAWN UP BY: ROBERTO QUINONES CORTES CPT
Member of OGC Contadores.

LED AND REVIEWED BY: OSCAR GUTIERREZ
Managing Partner

Procedimiento Contable Donaciéon USAID-PADCO 34





