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Mr. Joe4 Maguija 
Country Representative 
Catholic Relief Services (CRS) 
San Salvador 

SIJBJBCT: Operational Program Grant 

No. 519-0399-G-00-2105-00 

Dear Mr. Magui-na: 

Pursuant to the authority contained in the Foreign Assistance Act of 1961, as 
amended, and the Federal Grant and Cooperative Agreement Act of 1977 (P.L.
95-224), the United States Aqency for International Development (hereinafter
referred to as "USAID" or "Grantor") hereby grants to Catholic Relief Services 
(hereinafter referred to as "CRS" or "Grantee"), an Operational Program Grant 
(hereinafter referred to as "Grant"), for the sum of $800,000 (eight hundred 
thousand U.S. dollars) to provide support to CRS to carry out a credit and 
income generation project for approximately 2,800 beneficiary families among 
the poorest sectors of eight dioceses where Caritas has operated its food 
program, as described in Attachment 1, entitled the "Schedule" and Attachment 
2, entitled "Program Description" of this Grant. 

The total estimated cost of this Project is $1,313,123 (One Million Three 
Hundred Thirteen Thousand One Hundred and Twenty-Three Dollars) of which the 
USAID contribution will be $1,000,000 (One Million Dollars). The amount of 
$800,000 is hereby obligated and available for eligible program expenditures.
Subject to funds availability, USAID may obligate additional funds over the 
life of the Project up to the total amount of $1,000,000. CRS will contribute 
at least the equivalent of $313,123 (Three Hundred Thirteen Thousand One 
Hundred and Twenty-Three Dollars). 

This Grant is effective and obligation is made as of the date of this letter 
and shall apply to commitments made by the Grantee in furtherance of program 
objectives as of the date of this letter and endir, July 31, 1994. 

The Grant is made to CRS on condition that the funis will be administered in 
accordance with the terms and conditions as set forth in Attachment 1, 
entitled the "Schedule"; Attachment 2, entitled "Program Description";
Attachment 3, entitled "Illustrative Financial Plan"; and Attachment 4, 
entitled "Mandatory Standard Provisions for U.S., Nongov:.;nental Grantees", 
which have been agreed to by your organization. 



Please sign the original and two (2) copies of this letter to acknowledge your
receipt of the Grant, and return the original andl one (1) copy to USAID/EI 
Salvador.
 

Sincerely yours, 

Jdm Sanbrailo, 
Mission Director 

Jose"Maguiia, Laura K. McGhee 
CRS Country Representative USAID Grants Officer 

L/ Date Date 



Attachment 1 "Schedule"
 
Attachment 2 "Program Description"

Attachment 3 "Illustrative Financial Plan"
 
Attachment 4 "Mandatory Standard 
Provisions for U.S., Nongovermental 

Grantees" 

FISCAL IDTA:
 

Appropriation: 72-112/31021
 

Budget Plan Code: IfE2-92-25519-KG13 

Project No.: 519-0399 

Total Estimated Amount: $1,000,000 

Total This Obligation: $ 800,000 

Funding Source: USAID/El Salvador 
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ATCEPE~ I 

c~ATI( P UG M GOW SCSXIER 

A. 	 hathrity, Purpose and Project Description 

The 	purpose of this Operational Program Grant is to assist Catholic Relief 
Services in expanding its support of productive enterprise initiatives through
credit and technical assistance to targetted low inome beneficiaries. Thc 
Project is more fully described in Attachment II, entitled "Proje-t
Description." 

B. 	 Pemfs Cbligated, Payment, Estimted Cost and Cost Siaring 

1. 	 USAID hereby obligates the amount of $00,000 for purposes of this 
Grant. Funds obligated hereunder are available during the period
of the Grant for program expenditures as set forth in the 
Financial Plan contained herein. The total estimated amount of 
the 	USAID contribution for this Grant is $1,000,000 (One Million 
Dollars), which will encompass a period from the effective date of 
this Grant until July 31, 1994. Additional funds up to the total 
amount of the Grant may be obligated y USAID, subject to the 
availability of USAID funds and to the requirements of Mandatory
Standard Provision No. 4, entitled "Revisions of Grant Budget"
(Nov. 86) contained in Attachment IV. 

2. 	 Payments shall be made to the Grantee in accordance with 
procedures set forth in the Standard Provision entitled "Payment -
Periodic Advance," (November 1985), contained in Attachment IV,
entitled Standard Provisions for U.S., Non-Goverrmental Grantees, 
and 	as will be described in detail in Project Implementation 
Letters.
 

3. 	 The Grantee will submit to USAID cash needs projections by month 
for the initial 90 day period following the effective date of this 
Grant and three SF-1034 forms, one requesting an advance for each 
of the three months. USAID will advance the funds requested prior 
to the beginning of each monthly period. 

4. 	 Throughout the period of the Grant, the Grantee will be advanced 
funds for each succeeding 30 day period based upon projections of
cash needs, liquidations of prior advances and received cash on 
hand. Additional funds will be advanced to the Grantee for 
succeeding 30 day periods based upon timely submission of monthly
reports to USAID of actual disbursements and updated projections
of cash needs. 
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5. 	 Ten days after the end of each month, beginning with the month of 
July, 1992, the Grantee shall submit a report of actual 
disbursements made in accordance with the Standard Provisions. At
the same time, the Grantee shall submit an updated cash needs 
projection showing funding needs for the second month (i.e.,
August) of the succeeding 90 day period. This report shall 
reflect funds already advanced for the prior month and those 
requested for the second month (i.e., the "r th in which the 
request is presented), of this 90 lay per 

6. Approximately five days before the beginning of the second, and 
each ensuing month, USAID will advance the net amount of cash
required for the Grantee's operations for the current 30 day
period. 

7. Disbursement of dollars to pay suppliers of Project services in
the United States may be made by CRS upon submission of a written 
request by CRS together with supporting documentation. 

8. 	 CRS agrees to contribute, from non-Federal funds, at least an 
amount equal to 23.8 percent of the total estimated expenditures
under this Grant as set forth in the Illustrative Financial Plan. 
Optional Standard Provision entitled "Cost Sharing (Matching)"
sets forth the eligibility of non-Federal funds applied to satisfy
cost-sharing requirements under this Operational Progr-am Grant. 

9. 	 Using funds obligated under this Grant, USAID will contract the 
End of Project evaluation based on scopes of work drafted jointly
by USPID and CRS. 

C. 	 URMD Invlmnt Ukirstandings 

USAID/El Salvador will participate in the activities under this Grant in the 
following manner: 

1. Annual Action Plans describing all the activities to be financed
by USAID under this Grant and with Project counterpart funds must 
be approved in writing by USAID through Project Implementation
Letters before the disbursement of funds, unless USAID agrees
otherwise in writing. The 	first Action Plan will be submitted by
CRS upon signing this Grant and cover the period July 15, 1992, to 
December 31, 1992. 'Tereafter, Annual Action Plans will be 
submitted by CRS duzing the first two weks of December for 	the
calendar year beginning the following January 1. The Action Plans 
will consist of: a) a description of monthly activities and goals

by component, b) an annual training plan, and c) a budget,
detailing estimated expenditures by month for each activity and 
component. 

2. Upon signing of this Grant, USAID will contract technical. 
assistance to, inter alia, facilitate CRS's development of
 
procedural manuals related to financial controls 



-3

and procurement as recommended in the draft pre-award survey 
report submitted by Price Waterhouse on June 25, 1992, thereby
enabling USAID/EI Salvador to certify the adequacy of CRS's 
financial control systems, and 	ccmply with the other programmatic
and 	managerial requirements of this Grant Agreement. 

3. 	 CRS will submit quarterly progress reports to USAID. These
 
reports shall be submitted within 30 days after the end of each
 
quarter and will contain a detailed accounting of Project

accxmplishments for the quarter and priority actions planned for
 
the next quarter. At least semi-annually, USAID and CRS will
jointly review Project outputs and assess CRS's achievement in 
attaining Project goals. 

4. 	 USAID will monitor Project implementation to assure that the terms 
and conditions of this Grant are met. Project monitoring will be
exercised principally by a Project Officer assigned to the USAID
Office of Agriculture and Natural Resources (ANR). 

5. 	 USAID must provide in advance written approval for all 
procurements over $25,000. 

6. 	 Copies of all reports prepared by personnel and/or consultants 
financed with funds under this Grant will be provided to USAID. 

7. 	 USAID, utilizing funds obligated under this Grant Agreement for 
such purpose, will directly contract the planned end of Project
evaluation based on scopes of work drafted jointly by USAID and 
CRS. 

8. 	 Air Travel Approvals 

Pursuant to the Standard Provision entitled "Air Travel and
Transportation", appended to the referenced Grant, the Recipient
is required to present to the Project Officer for written approval 
an itinerary for each planned international trip financed by this
Grant, which shows the name of the traveler, purpose of the trip,
origin/destination (and intervening stops), and dates of travel, 
as far in advance of the proposed travel as possible, but in no 
event less than three weeks before travel is planned to commence. 
At least one week prior to commencement of approved international 
travel, the Recipient shall notify the cognizant Mission, with a 
copy to the Project Officer, of planned travel, identifying the 
travelers, flight numbers, and the dates and times of arrival. 

The 	Recipient's Annual Action Plan should, to the extent 
practical, provide the above information for all planned 
international travel thereby facilitating USAID's review and
approval. Thereafter, any international travel not included in 
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these annual plans will require separate advance notification and 
approval of the USAID Project Officer, pursuant to instructions in 
the previous paragraph. 

D. Period of Grwit 

The period of this Cperational Program Grant is from the effective date
through July 31, 1994, unless subsequently amended by mutual agreement of the 
Grantee and USAID. 

E. 1qports and Evaluations 

CRS shall submit the following reports at the time intervals specified below: 

1. Financial Status Heports 

Financial monitoring of the revenues and expenditures of the 
program shall be performed on a monthly basis through a series of 
reports which shall be developed jointly by CRS and USAID. These 
reports should include the "Federal Cash Advance Status Report 
(W-245)," as described in the provision entitled "Payment -
Periodic Advance" of the attached Standard Provisions and other 
reports as required by USAID through Project Implementation
Letters. These reports will be submitted to the Controller's 
Office, USAID/E1 Salvador, every month, with copies to the Office 
of Agriculture and Natural Resources, USAID/El Salvador. 

2. Progr 

CRS shall monitor performance under the Grant Agreement and ensure 
that time schedules are being met, projected work units by time 
periods are being accomplished, and other performance goals are 
being achieved. Based upon this monitoring, CRS shall submit 
quarterly status reports providing information on each of the
activities described in the Project, and other reports as USAID 
may request. These reports will include, but may not be limited 
to: a summary of activities carried out during the reporting
period, spe ifying outputs and progress made towards achieving
Project goals as of the date of the report, and priority actions 
planned for the next quarter. The first quarterly progress report
will be submitted no later than October 15, 1992, covering
activities through September 30, 1992. Subsequent reports will be 
due at three-month intervals thereafter, i.e., on January 15,
1993, for the period ending December 31, 1992, etc. Should any
performance review conducted by CRS disclose the need to change
the Illustrative Financial Plan by more than the 15% per line item 
permitted under the terms of the Grant, CRS shall promptly notify
USAID in writing of the needed change for USAID written approval
before expenditures are received. 
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3. Aml Report 

CRS shall submit an annual report within 30 days after completion
of each calendar year, summarizing information contained in the
quarterly progress reports and any evaluation conducted. 

4. d-of Project Report 

CRS shall submit an End-cf-Project report within 30 days after
completion of the Project, summarizing information contained in
the quarterly progress reports and any evaluations conducted. 

5. Project Evaluation 

USAID will use funds obligated under this Grant to directly 
contract the End of Project evaluation suimorted under this Grant, 
as detailed in Attachment II. The evaluation will assess project
impact and achievement of stated project goals and objectives. 

6. Audits and Other Firnncial manageent Issues 

A comprehensive audit of all USG funding under this Grant will be
performed at the end of the two year grant period. This audit
will be contracted and managed by USAID. Costs for the audit will
be charged to the Grant. USAID will follow the guidelines underAID's Regional Inspector General' s Non-Federal Audit Program. CRS
will have the right to review and ccment on the audit scope of
work, prior to the scope being finalized. CRS will also have the
right to review and comment on the draft of the audit report. 

MS will engage a private accounting firm based in El Salvador toprovide accounting and financial review services during the grant
period. This engageennt will include, but not be limited to,
semi-annual interim financial reviews of the National and Diocesan
CARITAS offices, for the first 18 months of the 24 month grant
period. At least three of the nine CARITAS offices will be
reviewed every six months. USAID will provide uidance to CRS
regarding the scope of the interim financial reviews. The
financial reviews should ensure that adequate accounting and
internal controls systems inare place and maintained, prior to 
the final audit. 



-6-


F. 	 mlstratiw Fimncial Plan 

1. 	 The Illustrative Financial Plan for the Project is set forth in 
Attachment III. Revisions to this plan shall be made in 
accordance with the Mandatory Standard Provision No. 4 of this 
Grant entitled "Revision of Grant Budget" (May 1986). USAID 
hereby approves a variance of expenditures up to 15% fram the line 
items shown in the Illustrative Financial Plan without prior
written approval by USAID, provided that the total amount of funds
obligated is not exceeded. Any 	additional variations must be
approved beforehand, in 	writing, by USAID. 

G. 	 Negotiated Oyeihe Rate 

Pursuant to the Optional Standard Provision entitled "Negotiated Indirect Cost 
rates - Provisional", a rate or rates shall be established for each of the 
Grantee's accounting periods during the term of the 	Grant. Payments on the 
account for ailwable indirect costs shall be made on the basis of the
following negotiated provisional rate agreed to May 1, 1991 (copy attached): 

TW Fram 	 Through Overhead Rate 

Provisional 1-1-90 	 Until 22.58%
 
Amended
 

Base of Application: 

Tbtal direct costs less commodities, ocean fright, equipment, 
construction, alterations and renovations. 

H. 	Special Provisions 

1. 	 Coniditions Preceent to First r t 

Prior to the disbursement of funds by USAID to CRS, or to the 
issuance by USAID of documentation pursuant to which disbursements 
will be made, CRS will, except as USAID may otherwise agree in 
writing, provide: 

a) 	 a statement of the name(s) of the person(s) empowered in CRS 
to act on behalf of the Recipient on matters related to 
financing prcvided under this Grant and of any additional 
representatives, together with a specimen signature of each 
person so designated; 

b) 	 evidence that CRS has established a separate bank account to 
control the receipt and disbursement of Grant funds, including
the name of the bank and complete bank account number; 

c) 	 evidence that CRS has established an adequate system of 
financial management and controls to account for and manage
USAID provided resources and that such system has been 
certified by the USAID Controller; and 
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d) Submission of the first Annual Action Plan covering the period
from the date of this Grant through December 31, 1992.
 

2. 	 Qinditior. Preasekt to,Sl-euin- i-_gu it 
a) 	 Prior to the disbursement of funds by USAID to CRS, or to the

issuance of documentation pursuant to which disbursement willbe made, for the second and subsequent years of the Project,

CRS 	will submit for USAID approval Annual Action Plans,starting in December 1992, covering the period January to

December of each year of the Project. 
These Action Plans will
conform to the requirements of Section C.1 of this Grant. 
In
addition, CRS will submit a summary financial report on USAIDfunds disbursed to CRS to date and include expenditures andin-kind contributions made in compliance with the counterpart

requirements of this Grant.
 

3. 	 Qovents 

a) CRS covenants to pay no more than reasonable prices for any
goods and services financed in whole or in part under thisGrant. CRS shall employ good commercial practices in the 
procurement of goods and services under this Grant to assure
the most effective use of the funds provided. All procurement
of goods and services will be conducted in accordance with the
Standard Provisions, Attachment IV, entitled "Procurement ofGoods and Services" and "AID Eligibility Riles for Goods and 
Services." 

b) 	 All training in the U.S. or third countries financed underthis Project will be accomplished in accordance with the
policies, allowances, guidances, and reporting requirements of
USAID andnbook 10, Participant Training, unless otherwise

agreed to by USAID in writing. 

c) CRS shall maintain a drug-free workplace in coupliance with
the 	certification provided to USAID dated June 30, 1992.

Violations of the requirements to maintain a drug-free

workplace may subject the Grantee to suspension ofdisbursements, termination or suspension of this Grant,

ineligibility to receive further grant assistance and such
other remedies as USAID may consider appropriate. Violations 
include the failure to comply with the certification,

presentation of a false certification, or evidence that such a
zAmiber of employees have been convicted of violations of
criminal drug statutes for acts occurring in the workplace as
 
to indicate that CRS has failed to make a good faith effort to
 
provide a drug-free workplace. 

d) 	CRS shall not knowingly enter into any lower tier covered

transaction with a 
person who is debarred, suspended, declared
ineligible, or voluntarily excluded from participation in this
covered transaction, unless authorized by USAID. CRS further 
agrees that it will include the clause titled "CertificationRegarding Debarment, Suspension, Ineligibility and Voluntary 
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Exclusion -- Iower Tier Covered Transaction," which will be 
provided by USAID, without modification, in all lower tier
covered transactionvE and in all solicitations for lower tier 
covered transactions. 

e) 	CRS agrees to maintain computerized inventory control xecords

and ensure proper maintenance upkeep and security for
 
USAID-financed non-experdable property. 

f) CRS will follow the recommendations for the mitigation of
 
potential negative effects of using chemical fertilizers and
pesticides that are contained in the Environmental Assessment
 
for the AIFLD Project (519-0368) which are appropriate for the
Revolving Agricultural Credit Fund activities. 
 In particular,

project beneficiaries are to purchase only pesticides which
 
appear on the approved list. The project staff and
 
beneficiaries will also carry out a pest/pest management

short course as outlined in appendix 12 to the 519-0368
 
Enviromental Assessment. 
CRS 	will, further, makes its best

efforts to cooperate with soil erosion and pesticide programs

undertaken by the Ministry of Agriculture through its
 
Executive Secretariat for the Environment.
 

4.Prga nm
 

Program income generated from activities carried out under this

Grant Agreement will be retained by the Grantee and, shall be 1)
added to funds coumitted to the Project by USAID and the Grantee
 
and be used to further eligible program objectives, or 2) used to
 
finance the non-USAID share of the Project.
 

5. 	 Title toPr 

Conditions governing title to property financed under the

Operational Program Grant are as set forth in Optional Standard
 
Provision "Title to and Use of Property (Grantee Title)".
 

6. 	Authorized Geograpic Code 

The 	authorized geographic code for procurement of goods and
services under this Grant, except as USAID otherwise agrees in
 
writing, is 000, the United States.
 

7. of Grant 

This Grant is prepared in English. Should CRS desire or require

an unofficial Spanish translation USAID/ES will make such a copy
available. In the event of ambiguity or conflict between the two 
versions, the English language version would control. 

8. 	 U.S. Oomissary 

U.S. citizen and third country national employees of the Grantee,
 
as well as the U.S. citizen and third country national employees
of its subgrantees or subcontractors, who are working in El
 



-9-

Salvador under the Grant will have access to the camissary
operated by the American Employee Association in El Salvador inaccordance with the policies of the Department of State and the
U.S. Embassy, El Salvador. 

I. 	 Applicable Standard Provisins 

Attachment IV contains the Standard Provisions, effective as of the date ofthis Grant (dated Jarary 1987). All 	mndatory Standard Provisions are inforce under this Grant. The optional Standard Provisions checked off in the
list below are also in force under this Grant: 

1. 	 Payment - Letter of Credit 
2. 	 Payment - Periodic Advance X 
3. 	Payment - Cost Reimbursement 
4. 	 Air Travel and Transportation x 
5. 	Ocean Shipment of Goods X 
6. 	 Procurement of Goods and 

Services 
 X
7. 	 AID Eligibility Rules for 

Goods and Services 
 X
 
8. 	Sub-Agreements 
 X
 
9. 	 Local Cost Financing x 
10. 	Patent Rights 
11. 	Publications 
 X 
12. Negotiated Indirect
 

Cost Rates - Predetermined
 
13. 	 Negotiated Indirect
 

Cost Rates - Provisional X
 
14. 	Regulations Governing


Employees X 
15. 	 Participant Training X 
16. 	 Voluntary Population
 

Planning
 
17. Protection of the Individual
 

as a Research Subject

18. 	 Care of Laboratory Animals 
19. Government Furnished Excess
 

Personal Property
 
20. 	Title to and Use of Property

(Grantee Title) x 
21. 	Title 71o and Care of Property

(U.S. Government Title) 
22. 	Title 7b and Care of Property

(Cooperating Country Title)
 
23. 	Cost Sharing (Matching) x 
24. 	Use of Pouch Facilities X 
25. 	Conversion of United States
 

Dollars to Local Currency x 



NEGOTIATED INDIRECT COST RATE AGREEMENT p00r-,1/ .AL 

Date ____ 1 991SU8JECT: 
 Indirect Cost Rft# for Use InColt Reimbunrnent Type Agreemtnts With the Agcncy for Inicrnationa!
OeveloPment (AID) 
RCFERENCE: AI.D. Office of the Inspector Cencral/Ftnancuat Audits
Audit Report LTR No, 91-33 dated February 1, 1991.
 

CONTRACTOR: 
Catholic Relief Serviees

of 209 West Fayette Stret
 

GRANTEE; 
 Ba ttore, MD 
21201-3403
 

,AAq rl NC(O TIA TEO0 INOIRECr COsT RA rjS (X/ 
Effective pc; 

o Th r° -h Overhead Rate
Final 
 1-1-89 
 12-31-89 
 22.58
Provisional 
 1-1-90 
 Until Amended 
 22.58
 

SiteofApplicaton 

Total direct costs less commodities, ocean freight, equipment,
construction, alterations and renovations,
 

Acceptance of the rste(s) areed to herein is preicated upo" the vownditons: (1)leg@cowtraclor wife Included In Its Indirect cost rate Propofsf end that such costs are(2)that tN 
that no costs other than those Incurved by the 9gr.same costs that have been treated as Indirect costs hov legal obligations of the gneont.cor*not been .oimedas diect costs; (31 that imif.. typ"eof costs 

have been acorded consistent treaterne; and (4)that the information pfovlded by th, 9'nt"/sgntreoor wch wet usei isthe Mis'Qr actiplanso of Itic rat() ajvdo ,,hrei. ItnQ JbxeQuntly found to bi materially incomplete or inaccurate. 

ORIGINAL 
AIO 14047($\Rev/(880) 
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PAR III -SPMCAk TtRMS AND C'W'NDITIONS 

7urog to 74Z.770 of the ASIocyfo attootloo~4 04volopatat Uqu~IvtLoo Regulatioaa CAiDAJ).Wootesat foritoIsrl the Dotit~d Indirect costI of this Agreqceowt are IOCOrPOrated loto AID Arteetuta obova below.day sooctery c*illaa, obligattoo, This A4 tqst h*41 gtlot ch&C44or *peelfle coat ollowface or dIsallowacce provided for Inl the Coatractq, or Cot'lloted belowor Gel othe A4r~seat b eiveeu the p4"146. 

Coulroct/crast WVotor Mepudmiot Musbec P t I umber 

AID/NE-C- 1651 
-- 268-0313
NED-0342-C.SS.4004-00*-


268-0340

NEB-0159-G-SS-506s0o 


298-0159
PDC-0515-A'00-5075-oo0-


938-0515
NZ1-OlS9'-$S-5121-00 ~ 298-0159

DAH-0045-$$.7 105-00 
 931-0045
ANE-0005-o-SS-8020go-

 l10005
 
OTR-0000-A-00-8 119-00
 
OTR-0158-A-00-8240-00--


938-015
OTR-0701-C-00-8285-00 
 ... 
 938-0701

'SPO-0000-c-ss-9010-00 Cf w 
,SP0-0O0.G-sSS9Cjij.0Q ... 00

ANE-0159-C-SS.9016-00 


398-0159

SPO.0000-0.SS.9029-00 
 U.-
OTR-0704-A-o009189-00 


938-0704
PDC-0006-0-C-s0.0100 
 .
 907-0006

PDC-0004-C-SS-0018-00 


907-0004

PDC-0015-G-00-0049-O0 


- 907-0015
 

AC EPTE0 Cath li ief Strvi~el
 

0ZJayTJI k-1 

Overhead 46d 3POI.Coas oc 

Offfz ofe.1ro~vrommat 
Title 4ecyC for Xstttotll Dcvloipgeat 

DISTRIBUTIQK: D~gX ANE/Ta/HA X AkNE/PD/KR
* X ANE/KENA X TVHA

OP/OS Oi'IV OP/Wv X ANE/TR/IPN X OP'DArwTAH x WOO X RII/,n71 X FVA/PVC X QFDA/AFR
OS/LAC X W/FA X J4sIA I @ W Z ADXOS/AFR W/R .. ~~ +? DX 
S&T/1I X ANE/PD/KENA
FVA/PPH X OPPA/AS?

AIO 1470-47 (RAMOh 

http:SP0-0O0.G-sSS9Cjij.0Q


AT1RCEDIM II 

AMELIFIFD PaVJK~r EESRIMflM 

A. Project Gosl arid Prpose 

The Goal of the Project is 
to improve the income of poor Salvadorans. The

Purposeof the Project is to assist Catholic Relief Services (CRS) inexpanding its support of productive enterprise initiatives through credit and
technical assistance to targetted low income beneficiaries. By the end of the
Project, 40 village banks with 1,200 beneficiaries and 75 community Revolving
Agricultural Loan Funds with 1,600 farm families will be created; there will
be a net savings of $125 per village bank member; agricultural productivity
will have been increased from 25-50 percent; and Caritas will be strengthenedin its management of both agricultural projects and the FINCA village banking
model. 

B. Project Quponts 

The Project consists of two major components: Village Banking and Revolving
Agricultural Loan Funds. 

1.Village a~
 

The Project will initiate village banking activities in three diocesan
Caritas. Forty village banks will be established, the start-up of
which will follow that outlined in appendices 3 A-C of the Project
Paper-like Document. To implement the banks, a village bank manager
and assistant project manager will be responsible at the national
level for project implementation in the three participating dioceses.
The Project accountants of the three diocesan offices will be 
repcnsible for keeping village bank financial records up-to-date. The
Project will also employ six village bank promoters, each of whom will
be responsible for five to eight banks. 

The FIWA methodology and experience with village banking will be used
in this program. FINCA/El Salvador, among other village banking
experts, will provide the training and technical assistance to the 
team, especially the promoters who will in turn train the bank
members. Two 2-3 day workshops for the participating Caritas will be 
held in the first two months of the initiation of village banking
activities. On-site training will be provided on a declining basis
during the two year Project. CRS will confirm with FINCA/El Salvadorand the Centro de Apoyo a la Microempresa (CAM) to assure that Project
activities are not duplicating and/or overlapping other village bank 
activities. 
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FINM estimates that for every $50 in credit invested, a bank member
will generate net income, after repayment of her loan plus interest,equivalent to $10 per month. In two years the average member isexpected to generate net income of $380 ($125 in year 1, $255 in year
2, and increasing to $360 in year 3, after the Project has closed.)

Tbtal income generated by a 30 member bank over two years is
conservatively estimated at $i0,500. For all 40 banks projected inthis Project, the total amount comes to $420,000 in two years. 

As a rule each bank member is assigned a savings target of at least
$125 over the two years. The typical bank would therefore have aminimum of $3,750 in savings after two years. After completing ninecycles, or in three years, the bank officially "graduates" and returns
the amount of loan capital it received to the diocesan Caritas (if the 
average loan size reaches $200, then the banks would return $6,000).
This returned loan capital will be used by the diocesan Caritas to
 
create new village banks.
 

2. P-voy.ing Agricultural Lcen Funds (MAFs) 

Five diocesan Caritas will organize 1,600 small farmers into
approximately 75 community RALFs, with an average of 18-25 farmers 
each. Through the first two years the diocesan Caritas will managethe financial aspects of the RALF in coordination with the creditcommittee of each revolving loan fund. After year two, the credit
committees which have demonstrated sound management and responsibility
will assume cxmplete management of the loan funds, and all capital and 
interest will remain at the cmunity level. 

In order to strenghten Caritas' Planning and Project Development Unit,a project coordinator will be contracted to supervise the RALF and

village banking program. The Project will finance the staffing of
 seven agricultural extensionists to strengthen the diocesan Caritas'
technical capacity and ability to provide regular services to small
famers. Each extensionist will be responsible for attending toapproximately 230 families participating in 10-12 community RALFs. 

Training for Caritas national and diocesan staff will focus on
rotating loan fund management, its functions, and working with theformal banking system. Beneficiaries will also be trained inelementary financial control and basic accounting. Emphasis will beplaced on simple cost-incme analysis in order for the farmers to
better understand the profitability of their productive activities.Caritas agricultural extensionist will also receive training in a 

A 

pest/pesticide management short course as outlined in the AIFLD 
Project 0368. 

The Project will also provide practical in-field technical assistancecovering the areas of production, cummercialization, and post harvest 
management. Topics for in-field trainging will include: proper use
of inputs for environmental protection, planting methods for certified
grains, insect control, water and soil conservation, and post-harvest 
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drying, preservation and storage. Annual workshops on the use offertilizers and insecticides and their impact on the environment willbe planned for the purpose of standardizing criteria for product
utilization. 

Caritas will introduce the registration and information system whichhas already been developed for the three dioceses participating in apilot RAIF program. This system collects data on the number ofbeneficiaries, area covered by project activities, crops planted,average costs of inputs, harvest yields, and average sale price ofcrops. Caritas National will be in charge of collating the informationreported from the diocesan offices. CRS and Caritas will also updatetheir marual which guides dioceses in the implementation of a RALF,
covering such topics as fund administration, credit amounts,allocation mechanisms, loan payment periods, interest calculations,destination of credit, the mechanism for granting and recovering

loans, and financial reporting.
 

Members for participation in the RATE will be selected giving
preference to those who have participated in CRS' NM program, were
directly affected by the war, are a member of the poorest communitieswithin the diocese, have experience in small agricultural production,rent land, and have the approval of the other RALF members. Eachcommunity credit committee will receive in-depth training on rotatingfunds, their organization and committee functions, and how to access
credit within the formal banking system. Each committee will open a
bank account by the second credit cycle. The credit committee will bedirectly responsible for collecting payments on the principal andinterest and transferring those funds to Caritas during the first
year, and to the bank account 
during the following years. Compliance
on loan repayment will be the responsibility of the credit comittee,
which will in turn remit the funds, through the project extensionist,

to the diocesan Caritas office. The loan cycle will be completed

within a maximum 10-mDnth period and repeated on an annual basis.
 
CRS and Caritas will periodically review and adjust, if necessary, theinterest rate charged by the RALFs. Interest rate adjustments will bemade before each loan cycle. Interest rate charge will be determinedbased on an analysis of the following four factors: loan placement,
percentage of operational costs covered by interest earning,inflation, and recovery rate. Analysis of those factors intrinsically
requires examination of the spread between the RALF loan and theprevailing inflation rate and the availability of cupeting loans tosmall farmers which charge a different interest rate. This Project
will initiate loans charging an annual interest rate of 20%, which isapproximately 11.5 points above the current inflation rate (8.5% inJune, 1992). This Project will not accept any interest charge that isbelow the minimum market rate for small farmers as established by theBanco de Famento Agropecuario (BFA). 
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The Project will insure that money lent for agriculture is spent onagricultural inputo. Loans will be made in currency and the creditc-mittee of each IALF will be responsible for recording how each
member uses their funds, detailing the inputs an] quantity used. 

C. n ti,. niitoring, and Evaluation Plan 

During the bank start-up period, a survey will identify and select
communities, estimate net incame, and prioritize potential
mmbers. This information will be used a baseline data for annual
internal evaluation and reports of savings and incame generation.
Project progress will be monitored by on-site weekly visits by the
promoters. The promoters will conduct individual interviews,
review bank files, and prepare a weekly bank status report. Each
bank will prepare an end-of-cycle report as well as hold an
end-of-cycle meeting in order to conduct an internal audit,
evaluate performance, assure that accunting records are accurate 
and up-to-date, and discuss progress and problems with members.
The end-of-cycle report will contain information on credit 
received per member, loans repaid, interest paid, projects
financed, savings accrued during the cycle, and total savings.
The National and participating diocesan Caritas will also submit 
progress reports every four months. In turn, CRS/SV will submit 
quarterly progress reports to AID/El Salvador. 

b. MUf 

With CRS/SV's assistance, the Caritas national team, along with
the diocesan offices, will supervise project activities. 
Quarterly follow-up and coordination meetings will be held. Thesemeetings will review the management of loan funds, training and 
technical assistance activities, as well as problems andsolutions. Project technical personnel at both the national and 
diocesan levels will make frequent visits to the credit committees
and to each client's area of production to verify the use of 
funds, and technical applications and practices, such as land useand preparation, use of improved seeds, fertilizers and approved
pesticides. 

Caritas will submit quarterly progress reports to CRS/SV, and inturn CRS/SV will submit a written quarterly status report to the 
USID/El Salvador project manager in a format corresponding to 
that used by USAID in its Semi-Annual Project Report. 

2. Evaluaticu 

Cne evaluation of the Project will take place in the eighteenth month
of project implementation. This evaluation will be contracted by
USAID/El Salvador with funds made available under the grant. 

%I
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Mnitoring systems have been established as set forth by the Project
Paper-like document and will be implemented by Caritas. As noted in 
the monitoring section of each component in the Project Paper-like 
document, baseline data will be established during implementation 
using beneficiary application. Monitoring of CRS/Caritas quarterly 
reports will verify that adequate information is being collected and 
that progress towards objectives is being made. The first quarterly 
report will clearly describe implementation of monitoring efforts and 
present baseline data to be used during implementation. The 
evaluation will determine if the Project has met its stated Goal,
Purpose, and Objectives, and measure the impact the Project has had on 
CRS/Caritas, the beneficiary population, and on the sustainability of 
these efforts. The assessment of sustainability will include not only 
the future viability of the two component efforts, but also the 
ongoing capability of Caritas to implement this type of program. 

3. Budget and Financial Mnaement Issues 

The total cost of the Credit and Income Generation project is 
$1,313,123, of which USAID will contribute $1,000,000 (76.2%). The 
CRS counterpart contribution will be $313,123 (23.8%) which consists 
of direct CRS and Caritas resources as well as income generated from 
interest reflows. USAID resources will finance: Operating Expenses 
($213,697), Training/Technical Assistance ($58,605), Loan Fund 
($414,902), Financial Marnagement ($54,000), AID Evaluation ($40,000), 
CRS Overhead Expenses ($176,396), and Capital Expenditures ($42,400).
The CRS counterpart contribution will finance Operating Expenses 
($77,080), Training/Technical Assistance ($13,945), Loan Fund 
($217,098), and CRS Evaluation ($5,000). 

Annual recurrent costs for program activities include maintenace of 
equipment furnished under the Project, personnel costs, and the cost 
of continued program activites such as training and credit. CRS 
emphasis will be to run the Project in order to be able to continue 
operation beyond the PACD with interest refloas and its awn resources. 

A comprehensive audit of all USG funding under this Grant will be 
performed at the end of the two year grant period. This audit will be 
contracted and managed by USAID. Costs for the audit will be charged 
to the Grant. USAID will follow the guidelines under AID's Regional 
Inspector General's Non-Federal Audit Program. CRS will have the 
right to review and comment on the audit scope of work, prior to the 
scope being finalized. CRS will also have the right to review and 
comment on the draft of the audit report. 
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CRS will engage a private accounting firm based in El Salvador toprovide accounting and financial review services during the grantperiod. This engagement will include, but not be limited to,
semi-annual interim financial reviews of the National and DiocesanCARITAS offices, for the first 18 months of the 24 month grantperiod. At least three of the nine CARITAS offices will be reviewedevery six months. USAID will provide guidance to (3S regarding thescCpe of the interim financial reviews. The financial reviews should ensure that adequate accounting and internal controls systems are in
place and mintained, prior to the final audit. 
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Attachment 3
 
(Adjunto 3)
 

financial Plan
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(Plan Financiero en 0S$) 

I----------------- --------------- ---------------- --------------- ~ Line Item Amount future Total USAID Counterpart Counterpart
Obligated Obligations Contribution Coantributioa IContribution 

this future
 
Obligation Obligations
 

(ublo) (Cantidad (Obligaclones (Contribucion i(Contribucipa I(Contribucion

Obligada) futuras) Total de USAID): de Ia : de la 


I Contraparte I Contraparte

16sta Obligacioa)1Obligaciones
 

futuras) 

:Operating Cost 
:(Costos de Operacion) 

171,000 42,697 : 213,697 44,000 33,080 

T:raining/T.A. 47,000 11,605 58,605 13,945 0 
i(Capacitacion/I.T.) 
I 1 356,600A149,000 

:Loan Fund 
(ondo de Prestamos) 

356,600 58,302 414,902 149,000 68,098 

Audits/Financial Mgt. 1 42,000 12,000 : 54,000 0 0 
i(Auditorias/ganejo 

Financiero) 

:valuations 0 40,000 
 40,000 5,000 0 

:(ivaluaciones)
 

:CIS Overhead 141,000 35,396 176,396 0 
 0 

!(Gastos Admiuistrativos
 

de CIS)
 

lCommodities 42,400 0 
 42,400: 0 0 

i(Bienes) 
 ;. 

,Total 800,000 200,000 1,000,000 : 211,945 : 101,178 

IS/ks ----------- --------------- ---------------A,------------------ ----------------

Total 

Counterpart 


I (Total 

Contrapartida)l 


77,080 


13,945 : 

217,098 


0 


5,000 


0 


a 

313,123 1 


Total
 
Project
 

(Total del
 
Projecto)
 

290,777
 

72,550
 

632,000:
 

54,000
 

45,000
 

176,396
 

42,400
 

1,313,123
 

A------- A-------
A A 


