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FINCA INTERNATIONAL, INC. 

SEMIANNUAL PROJECT PROGRESS REPORT 

U.S.A.LD. - FINCA International Loan Agreement 
Project No. 936-4219, Loan No. 099-S-006 

Reporting Period: April - September, 1996 

1. Project Purpose 

Capitalize the FINCA Village Bank Capital Fund (VBCF) as a credit enhancement 
mechanism to increase FINCA affiliates' access to local commercial capital sources in order to 
expand their poverty lending to micro entrepreneurs through village banks in eligible countries. 

2. Accomplishments During Period 

a. FINCA was awarded cooperative agreement no. PCE-0406-A-00-6002-00 under 
USAID's implementation grant program (IGP) to fund installation of financial 
management data processing systems (the "FINCA Affiliates Financial System") in 
participating affiliates and establishment and operation of the VBCF; this award 
permitted FINCA to begin implementation of the loan project as of April 5, 1996. 

b. A data processing system for accounting and management of financial institutions 
has been selected, its customization to meet FINCA's needs is in process, preparation 
of pilot sites has begun and installations are scheduled for the next reporting period. 

c. The FIN CA board of directors has approved the institutional design of the VBCF, the 
credit policies and procedures manual is being drafted, two affiliates have been 
identified as pilot guarantee applicants (subject to diagnostics to be conducted during 
the next reporting period), initial equity funding has been requested from a private 
u.S. foundation and formal drawdown of US AID loan funds is scheduled for the first 
quarter of calendar year (CY) 1997. 

d. The Belgian VOOC organization extended a loan equivalent to u.S. $ 100,000 (2.8 
million Belgian francs) to FINCA, the proceeds of which will be used by the VBCF 
to collateralize loans to affiliates. 

e. FINCA selected Deloitte Touche to perform its 1996 audit. 
f. FINCA has begun a restructuring of its Deltek accounting system which will permit 

tracking of departmental budgets, separation ofPSO and affiliate office expenses and 
donor expense reporting. 

g. An internal audit manual was prepared and inspections were conducted in Peru and 
Nicaragua. 
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h. FINCA's affiliate diagnostic and draft guarantee policies were reviewed and 
modified jointly by the director of programming, IGP manager, Latin America 
regional director, financial specialist and internal auditor, and Africa! Asia regional 
director. 

3. Administrative Actions 

a. AID approved a six-month extension of the period for the first disbursement of the 
loan, in order to harmonize the implementation schedules of the loan and the IGP. 
The IGP cooperative agreement, which funds implementation and operation of the 
VBCF, did not become effective until six months after effectiveness of the AID
FINCA loan agreement. 

b. AID approved the list of eligible countries under the loan agreement, pursuant to 
section 7.03 (a) of the agreement. 

c. Conditions precedent to disbursement specified in the following agreement sections 
were satisfied: 9.01 (a) (1), 9.01 (g). 

4. Program Progress 

Implementation of the loan agreement is dependent upon successful completion of the 
development activities funded by the IGP cooperative agreement. These activities are grouped into 
two program components. They are on schedule and their implementation status is shown below 
(this information is from FINCA's semiannual IGP progress report). The overall implementation 
plans for the program are provided for reference and attached to this report. 

Scheduled Tasks StatuslFlemarks 

Component 1: Prudential Financial Management Data Processing System Development 

1. Analyze affiliate Completed. Surveys, meetings, site visits and interviews 
data processing conducted with El Salvador, Kyrgyzstan, Central America 
needs. Regional Hub Office, Honduras, Ecuador and Peru programs. 
4/5-7/23/96 Reference A summarizes the affiliate's system needs. 

2. Analyze vendor Completed. Affiliates' in-house and domestic, vendor-supplied 
offerings. accounting and loan management systems were reviewed against 
5/3-8/30/96 user needs. Customization requirements were identified and a 

qualified system selected; it is based on a credit union package 
currently installed in the U.S. and in Central American savings 
and credit cooperatives (Honduras, EI Salvador and Nicaragua). 
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Scheduled Tasks StatuslRemarks 

3. Customize On-going. The selected vendor, International Financial Systems 
application. Inc., has initiated customization of its standard financial 
9/3-12/2/96 institution accounting package to meet FINCA affiliates' 

specialized needs. The process will be on-going during the pilot 
testing process in the U.S. and Mexico. 

4. Contract affiliate Next period. Affiliates will be converted based on contracts 
conversion. covering the conversion and signing existence of a current 
11/4-12/2/96 affiliation agreement. 

5. Conduct pilot tests. Next period. Spanish system will be tested in Mexico and 
12/5/96-3/14/97 English system in USA. 

6. Prepare pilot users. On-going. FINCA International and vendor will assist pilot 
10/15-12/14/96 users to prepare conversion data, physical installations and 

accounting entries prior to start of pilots. 

7. Convert pilot Next period. Needed hardware will be purchased and installed, 
systems. personnel trained, data converted and parallel operations 
11/1/96-3/13/97 implemented. 

8. Implement affiliate Next period. IGP-supported conversions will begin during first 
conversions. quarter of 1997; up to 11 eligible affiliates may be converted 
10/15/96-11/18/97 during the year; preliminary schedules have been prepared for 9 

country conversions. 

Component 2: Village Bank Capital Fund 

1. Prepare institutional Completed. Prior documentation was reviewed and a draft 
design. design prepared and approved by the FINCA International board 
4/5-6/30/96 of directors. 

2. Assess affiliates. On-going. Initial diagnostic assessments ofEI Salvador and 
5/6-9/27/96 Honduras affiliates were conducted by Fund manager and 

Central America Regional Hub specialists. Diagnostic tool was 
revised to incorporate Fund, strategic planning and technical 
assistance needs analysis. Diagnostic assessments of other 
affiliates will be conducted jointly with regional hub personnel 
beginning in first quarter of 1997. 
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Scheduled Tasks StatuslFtemarks 

3. Comply with On-going. Certifications and approvals to be obtained, agent 
USAID conditions. bank selected and installation of financial management data 
1011-1114/97 processing systems begun in affiliates. External auditor has 

been contracted: Deloitte Touche. 

4. Prepare credit On-going. Credit policy and procedures manual is being drafted 
guarantee system. and legal research performed by Arent Fox. Completion and 
511-12112/96 board of directors' approval scheduled for next period. 

5. Initiate credit On-going. Equity capital funding has been sought from Sequoia 
guarantee service. Foundation ($50,000) and other sources; debt funding obtained 
5/1096-3/28/97 from the Belgian VOOC ($100,000), Honduras selected as the 

initial pilot country. First financial operations to begin first 
quarter 1997. 

6. Implement on-going Future period. Routine funding and guarantee operations to 
operations. begin, implemented by Guarantee Committee, Fund manager, 
4/1197 regional hub personnel, internal auditors. 

7. VBCF Operational Information 

Pursuant to section 10.07 part (b) subparts (i) through (iv) of the loan agreement, the 
following information is provided (note that the VBCF is not yet operational): 

Items Statusl Amounts 

i. LlC balances outstanding secured by agreement disbursements No disbursements 

ii. Breakdown of LlC balances outstanding agreement No disbursements 

iii. Listing of qualified affiliates None 

iv. Private sector contributions: Current period, renewals .......... $100,000 

Current period, new funds ........ None 

Cumulative, new funds ............ $100,000 
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WBS Task Name Duration Start -------- --."-
1 Analyze data processing needs 79d 4/5/96 

2 Analyze vendor offerings 87d 5/3196 

3 Customize application 63d 9/3196 

----
4 Contract affiliate conversion 19d 11/4/96 

------ --.----
5 Conduct pilot tests 67d 12/5/96 

6 Prepare pilot users 43d 10/15/96 

7 Convert pilot systems 88d 11/1196 

8 Implement affiliate conversions 277d 10115/96 

FY 1997 OPERA llONAl PLAN 
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WBS Task Name Duration Start 

5 Conduct pilot tests 67d 12/5/96 

5.1 English (USA) 50d 12/16/96 

-------- 1-" ---.- -
5.2 Spanish (Mexico) 60d 12/5/96 

5.3 Accept English system 5d 3/10/97 

5.4 Accept Spanish system 5d 3/10/97 

._-

6 Prepare pilot users 43d 10/15/96 

.- _._._---
6.1 Document system parameter values 42d 10/15/96 

6.2 Document operating methods 42d 10/15/96 

6.3 Prepare client master file data 42d 10/15/96 

6.4 Balance and reconcile ledgers 42d 10/15/96 

6.5 Approve adjusting account entries 4d 12/9/96-

.. - .. 1---, - .... ----
6.6 Prepare physical site 42d 10/15/96 

6.7 Certify preparation completed 1d 12/14/96 

7 Convert pilot systems BBd 1111/96 

7.1 Purchase HIW 20d 11/1/96 

7.2 Install & configure system 1d 12/15/96 

7.3 Train operating staff 5d 12/16/96 

7.4 Keylreconcile client master file data 15d 12123/96 

7.5 Keylreconcile initial balances 6d 1/22/97 

7.6 Key/reconcile transactions 25d 1/30/97 

7.7 Log, report, correct errors 57d 12/15/96 

7.B Reconcile parallel systems' output 30d 1/30/97 

7.9 Complete parallel operations 1d 3/13/97 
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WBS Task Name Duration 
8 Implement affiliate conversions 277d 

8.1 Kyrgyzstan (E) 160d 

8.2 Honduras (S) 90d 

8.3 Nicaragua (S) 90d 

----- --'--
8.4 EI Salvador (S) 120d 
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--------," -_._-. 
8.6 Malawi (E) 90d 
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8.8 Peru (S) 90d 

8.9 Ecuador (S) 80d 
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10/15/96 

10/15/96 
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----
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3/26/97 

7/16/97 

7/16197 
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WBS Task Name Duration Start 
1 Prepare institutional design 61d 4/5/96 

--- ---- - - ------
2 Assess affiliates 104d 5/6/96 

--- - - - __ A • ____ •••• __ ---._---- ------_ .. _. --". -
3 Comply with USAIO conditions 275d 10/1/96 

---------- -------
4 Prepare credit guarantee system 159d 5/1/96 

-----
5 Initiate guarantee service 221d 5/10196 

----------- -. ~- ----.-. 
6 Implement on-going operations Od 4/1/97 
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