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TELEFONOD 286200

September 29, 1987

Mr. James Coberly

Executive Director

Cooperative for American Relief
Everywhere (CARE)

Log Laureles 485

Sen Isidro

- Ref: Cooperative for American Relief Everywhere (CARE)
Privete Sector Small Enterprise Credit Program
Operational Program Grant (ODPG) 527-0317
Grant No. 527--0317-G-00-7833-00

Dear Mr. Coberly:

Pursuant te¢ the authority conteined in the Forcipn Assistance Act of 1961,
as amended, the Agency for International Development {liereinafter referred
to as "A.1.D." or "Grentor") hereby grants to Cooperective for American
Relief Everyvhicre (CARE) hereinafter referred to as "CARE" or "Grantee',
the sum of $178,560 to support 2 Small Enterprise Credit Program as
described in the "Schedule" of this Crant, Attechment 1, and the
Attachment 2 entitled "Program Description®.

This grant is effecctive and obligation is made as uf the date of this
letter and =hall eapply Lo commitments made by the Srantee in furtherance
of program objectives during the period beginning with the effective date
and ending September 30, 1989,

This grant is made to CARE on condition that the funds will be
administered in accordance with the termus and conditions. as set forth in
Attachment 1, cntitled the "Schedule'; Attachment 7, enlitled "Pregram
Description'; Attachment 3, entitled "Handatory Stazdard Provisions for
U.S. Non-Govermmenlel Grentees'™, and Attachment 4 "Optional Standait
Provisions fcer U.S. Non-Governmental Graatces", which have been agreed to
by your orgenization, ik



Mr. James Coberly

Please sign all six (6) copies of this letter to acknowledge your receipt

of the grant and return five (5) to the USAID Program Office.
Sincerely yours,

Wuon Lo

Donor M. Lion
Director

Attachments:
H Schedule
2. Progrem Description

w

(OMB  Control No. 0412-0510, Expiration.Date: 12/31/89)
f; Oplienal Standard Provisions for U.S. Non-Governmental Grantees"
Approval No. 0412-0510, Expiration Date: 12/31/89)

ACKNOWLYEDGED:

CARE / ?]// ///

. P
By: Tz

(ﬂhﬁ@s Cobarly
./

ST

Title:

Executive Director

Date: September 29. 1987

Fiscal Da'a:

Appropriation: 72-1171021

Budget Plan Code: LDSA-87~25527-KG13
Project No.: 527-0317

Total Eslimated Amount: $178,560
Total Obligated Amount $178,560
Funding Source: USAID/Peru

Mandatory Standard DProvisions for U.S. Non-Governmental Grantees"

(OMB
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‘Schedule

A, Purpose of Grant

The purpose of this Grant is to promote access to credit for small
enterprises located in Lima's Pueblos Jovenes and similar low income areas, as
more specifically described in Attachment 2 to this Grant entitled "Program
Description. '

B. Period of Grant

1. The effective date of this Grant is the date of this letter. The
expiration date of this Grant is September 30, 1989,

C. Amount of Grant and Payment

1. AID hercby obligates the amount of $178,560 for purposes of this Grant.

2. Dayment shall be made to the Grantee in accerdance with procedures set
forth in Attachwmenl 4  Standard Provision 2, ontitled '"Payment Pericdin
Advance".

D. Financial Plan

The following is the budget for this Grant, including local cost financed
items. Revisions of the Grant Budget shall be made in accordance with
Standard Provision 4 of Attachment 3 of this Grant, entitled "Revision of
Grant Budget".

Financiel Plan

Gfant Budget Counterpart

. Uss USS(L/C) CARE SNI Total

1. Selaries 98,560 24,690 - 123,250
2. Operational Costs 31,000 50,310 81,310
3. Materials and Equip. 11,000 11,500 1/ 9,500 32,000
4. Conspltants for Eval, 5,000 - 5,000
S. CARE/Peru Admins, Costs 18,000 ‘ ’ 18,000
6. CARE/NY Overhead 15,000 15,000
TOTAL 15,000 163,560 11,500 84,500 2/ 274,560

$178,560
Notes: 21/ In kind contribution

2/ Direct cash contribution plus income generated from 3% fee charged to

borrowers
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E. Annual Plan, Reporting, Evaluation and Audits

1. CARE will submit to AID for approval before the first request for
disbursement, a workplan providing a detailed budget (quarterly), cxpccted
accomplishments, and specific progress indicators for the first year of the
Project. A similar workplan for the second year should be submitted, for
AID's approval, at least 30 days prior to the initiation of second year
Project activities.

2. CARE hereby agreces to provide AID with copies of the following
reports and dny other reports as AID may dcem necessary during project
implementation:

a, Monthly rcports indicating the overall status of loans made,
payments rveceived, analyses of overduc accounts and service fees charged for
the two offices operating under the project.

b. Comprehensive quarterly performance reports which will include
‘the following inifcrmation: (a) Quarterly sunmueries of Loan and Job Cre.lion
Statistics detailing the number and types of loans made, the number of jobs
created and reinforced, the total amount loaned, the averape loen valuc and an
analysis of loans by their value (uunder US$1,000 and over USH1,000) and by
economic scctor, (b) Quarlerly Financial status indicating amounlts of Ffunds
reccived, spent and liquidated, in accordance with budgel catepories of the
"Grant Budget'™; and (c¢) Findings, conclusions and recommendations on the
activities cavriced out during the previous quarter.

c. Approximately one year after the opening of the first office,
CARE will collaborate with AID in carrying out an evaluation to measure
project progress,

d. The Grant budget does nol include funding for audits because the
Mission is relyinp on CARE's internal auditing procedures, and slso because of
the small size of the Grant. If an sudit bccomes necessary, the Mission will
make aveailable tlhe edditional funding necessary.

F. Special Provisions

1. The following '"Optional Standard Provisions for U.S. Non-Governmental
Grantecs" apply to this Grant: 2, 6, 7, 8, 9, 13, 20 and 23.

2. To assist in the implementation of the project, AID from time to
time, will 1issue Project Implementation Letters furnishing addiltional

information about matters or requirements stated in Lhis Letter of Agreemenc.

G. Title to Property

Title to any property purchased under this Grant will be vested in the
Grantec, in accordance with Standard Provision 20 of Attachment 4, Optional

Standard Provisions.



"Attachment 1
Page 3 of 3

H. Overhead Rate

It is agreed betwecen the Grantor and Grantee that 9.19% is the current
provisional indirect cost rate charged to this grant, associated with the
CARE's U.S, headquarters support activities.
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Program Description

I. Purpose of.the Grant

The purpose of this Operational Program Grant (henceforth "The Grant") is
to promote access to credit for small enterprises logated in Lima's '"I'ueblos
Jovenes" and similar low incomc areas. In this project CARE will
institutionalize, within TDeru's private secctor, its innovative micro
enterprisc credit model by expanding the capacity of the National Iadustrial
Socicty (SNI) to serve as a promotor of small business lending and a loan
puarantor. The project will also incorporate one of Peru's largest commercial
banks into the lending program. Over the two yecar period, CAKE will werk with
and Lrain SNI staff to assume and cxpand the program operatioen, It is
expected that cventually the beneficiaries of the program will be able to
secure loans directly from the bank and that many of them will become members
of the SNI, thus broadening its membership base.

II. Goal and Objectives

A, The project goal is to create and reinforce jobs and enhance family
incomes in the Pucblos Jovenes and similar low income arcas, and to involve
private sector institutions in the solution of under- and uncmployment.

B. Objectives

1. To establish two CARE/SNI offices in the Dueblos Jovanes and
similar low income areas.

2. To transfer to the Small Business Comnittee of the MNational
Industrial Society, CARE's streamlined and timely credit
applications process and systematized follow up mecthodology in
making loans to small enterpriscs.

3. To promote institutional <change which facilitates the
provision of loans by a commercial bank to the informal scctor.

IIT. Project TImplicmentation and Respongibilities of the Grantee  and
Participating Enlities

CARE will implement the project -ver a period of twenty four months
beginning with the dale of the Letter of Agreement. CARE will:

1. Submit to AID a signed agrecment between CARE and SNI detailing
their working relationship and the manner in which funds will be managed and
disbursed by CARE to the SNI. This agreement will include a clause in which
the SNI agrees to contribute US$30,000 for each year of the project for a
total of US$60,000 over a two ycar period to establish a $50,000 loan
puarantce fund with the Banco de Crédito and to help defray $10,000 of project
operating expenses. .
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2, Assign a CARE full time representative to oversee the implementation
of this project, who will work under the supervision of the coordinator of
CARE's Small Enterprise Devclopment Progranm.

3. CARE will assist SNI in the hiring of the project staff including
the SNI representatives, promotors, computer and secretarial assistance
necessary to cffectively carry out the project's activities,

4. Submit to AID a signed agrcement betwcen the SNI and the Banco de
Crédito that establiches the details of the operations of the revolving loan
fund. Said aprecment will include a c¢leause stipulating that for cvery $1 the
SNI deposits with tle bauk, the bank will make available $10 worth of credit
to the project's beneficiaries,

5. Charge a {ce, approximately 3% of amount bLorrowed, to 211 borrowers
and use the {unds penerated to purchase needed materials and equipment and
help defray project operating expenses,

0. fonitor Lhe propran on an onpoing basis using Lo computorized
information cystem. This will include recording loan repayments made on &
weekly basis and preparing wmonthly vepocts which indicate the number of new
loans, the awmortizations und the bad debt rates for each office and the total
progfram.

7. Provide o car and office furniture for the first office to be opened
under the project. This cquipment will be provided directly by CARE and will
not come from ALL project financing.

8, With the prior approval of AID, contract a local independent
consultsant or orvpsnization to conduct an evaluation of the project at the end
of the first year of operation. This cvaluation will focus nol only on the
menagement and operaticn of the projeet but algso on determining, through
random sampling toechniques, the degrec of economic impact that this program
has had on the project bene{iciaries.

IV. Required Accounting Records

CARIK hereby aprees Lo keep separate accounting records for funds under
this Grant, separate end apart from records kept by CARE ior any other fund
held for similar projects or other purposes.

V. Project Budpet and Disbursement of VFunds

The proposcd budpet colls for Grant financing over a twenty four month
period not to ecxcced $178,56C, subjeect Lo the availability of funds, Grant
funds will be used Lo pay for salaries of staff and promotors, purchase of
materials and cquipment., operational costs in connection with the
establishment of a new office and certain administretion and overhead costs.
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Disbursement of Grant funds under this Agreement shall be made in
accordance with Standard Provision 2 of Attachment 4. Shifts of more than 10%
among USAID financed budget line items cannot be made without the prior
written authorization of USAID. :

VI. Conditions and Covenants

A, Source and Oripin of Commodities Nationality of Services

Commodities fCinanced by AID under the project shall have their
source and oripin in Peru or the U.S., except as AID may otherwisce agrece in
writing. Except for ocecan shipping, the supplicrs of commodities or services
shall have Pceru or the U.S. as their placc of nationality, except us AID may
otherwise apree in writing., Ocean shipping financed under the project shall,
except as ATD wmay otherwise apgree in writing, be financed only on flap vessels
of the U.S

B. Conditions Precedent to First Disbursement

Prior to any disbursement or the issuance of commitment documents
under the Crant, except wvs AID may otherwise agree in writing, CARE shall
farnish to atd in feorm and substance ssatisfactory to AlD: (1) A workplan
providing a detailed budret (querterly), cxpected accomplishments, and
specific propress indicators for Lhe tirst yeosr of the project. (2) & copy of
a gigned agrecmeont between CARE and SHNI which decceribes “he objectives of the
project and the obligaticons and contributions of SH1 and CARE, as well as the
general conditions thal will govern the management of funds, the placing of
loans and the execcution of the project. (3) A plan and schedule detailing how
and when SH1 will make its $90,000 coutribution Lo the loan guarentec fund und
its 10,000 countribution te defrav operatling cocts; and (4) A copy of & sipned
agreement  betveen the SHL and the Bunco de Crédito in which the Banco de
Crédito agrecs to make svailable in local curreuncy the cauivalent of 10 worth
of credit to the proiect beneficiaries for every $1 that the SNI deposits in
the loan gusrantee fund; it should also indicate that the bank will pay to the
loan puarantece fund intercst eccording to the corresponding rvegulations.

onditions Precedent to Pisbursement for Project Activities during
ccond Year of Project Tuplementation

C. Cc
se

Prior to any disburscment or the issuance of commitment documents
under the Grant during the sccond year of Project implementatioa, cxcept as
AID may otherwise apree in weiting, CARE chall furnish to AID in form and
substance satisfactory to ALD: L work plan providing a detuailed budpet
(quarterly), cxpected accomplishments, and speceific progress indicators for
the second ycar ol the Project,
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D. Covenants

CARE covenants that, cxécpt as AID may otherwise agree in writing,
it will:

(1) Assurc that Banco de Crédito charges the highest legal intcrest
rate on loans to small businesscs as established by the Central Reserve Bank
(BCR) . .

(2) Make such arrangements as may be necessary so that the
calculation of the Project inputs in currency of Peru, from the SNI and the
Banco de Cradito, is made at the highest rate of exchange which, at the time
the input 1is provided, 1is not unlawful in Peru and is applicable to the
Project.

(3) Assurc that the applicatiouns processed snd the loans placed
correspond to amounts ranging from approximately $50C up to approximately
$2,000 deponding on the expressed and demonstrated needs of the borrowers.

(4) Submit to AID annual reports on its astions regarding these
covenantg, in addition to providing the information recgquested in Section "E"
of the "Schedule'™ (Attachment 1). These annuel reports should be delivered to
AID within the first 30 days after cach year of the project's life.



