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Swaziland Credit and Savings Bank (Swaziland Agriculture Development
Loan Amendmeat - 698-H-010)

Following are scme comments on the SCSB loan paper for consideration
during the ECPR review of the loan amendment which you may want to
discuss this with Princeton and Jevry Knoll.

1, If feasible, i.e,, subject to funds available during the
Continuing Resolutlon and demands for Sahelian programs, consideration
should te glven to increasing amount of the loan amendment from
$500,000 to $750,000 for a total of $1 million provided to the
SCSB, including the original $250,000.

2. Original limitation of $500,000 was a decision based on the
review at the IRR without sufficient background on the SCSB
or the demanc for loans.

3. If the loan amendment wasincreased for an additional $250,000
approximately 1,000 more farmers would benefit from the credit
program,

4, The projectod loan demand in CY 1974 requires an additional
R430,000 ($€45,000) over CY 1973 levels. R370,000 ($555,000)
will be required in CY 1975. Thus the total of $750,000 (R500,000)
could easily be utilized by the end of the CY 75 lending season.

5. The Bank's operations have been studied by two AID-sponsorad
credit speciallsts who both agreed that the Bank's operations
were sound and recommend consideration of additional funds.

a. Rufus Long recommended $2 million.
b, Harry Lowe recommended $1 million as a result of the
information hz had about AID's limitations.

6. The GOS is serious about making the SCSB a national development
bank and is revising the charter accordingly.

7. There is increasing evidence that the Ministry of Agriculture,

the Cooperatives Department, and the SCSB are coordinating their
activities to cevelop ways to provide small farmer credit.

. | QO
Buy U.S. Savings Bonds Regulariy on the Payroll Savings Plan .,



Sheldon Cole -2- October 3, 1973

8. The project represents a real opportunity for institution
building and at the same time presents a mechanism for
implementing AID's new initiatives of concentrating programs
on small farmers, and supports the results of the Spring Review
of Small Farmer Credit.
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SWAZILAND - AGRICULTURE DEVELOPMENT LOAN AMENDMENT

SUMMARY AND RECOMMENDATTIONS

Borrower: The Government of Swaziland (GOS)

Amount of l.oan Amendment: $500,000

Cost of Project: (Loan 698-H-010)

Prior AID Loan $2,200,000
Prior UK Loan 3,400,000
Prior GOS Contribution 700,000
Proposed AID Loan Amendment 500,000

Total: $6,800,000

Terms: A. Maturity: 40 years, including a 10-year grace period;
B. Interest: 2 percent per annum during the grace period,
3 percent thereafter;
C. Currency: Interest and Principal payable in US dollars.

Description of Project: To provide additional financial credit to
the Swaziland Credit and Savings Bank (SCSB) to relend to small-
scale farmers for procurement of seeds, fertilizers, insecticides,
small Lools and implements and other related agricultural materials
in order to improve their farms and increase agricultural procduction.

Purpose of Loan Amendment: To finance the local currency coc‘c
of a credit program for small-scale farmers,

Background: In 1966 the GOS began a comprehensive rural development
program in szlected Rural Development Areas (RDAs) which during the
first phase of the program emphasized general infrastruciure such as
dams, stock watering points, fceder roads, soil conservation
structures and village community services. In 1971, im order to
expand this rural development program, the GOS requested financial
assistance from A.I.D. and the U,K, A.I.D. in response to t:uis
authorized a $2.2 million loan to the GOS for the procurement of
heavy cquipment to develop six rural development areas, the
construction of a demonstration rancn and the provision of

$250,000 to the Swaziland Credit and Savings Bank Cfor a credit
program aimed a' small {armers.

All dollar amounls ln this paper are calculated at the rate of
1 Rand = $1.50 US,
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Because of the rapid progress the GOS has made in developing the
RDAs and the increased credit demand from small-scale farmers,

both within and outside the RDAs, ana the recommendations by two A.I.D.
sponsored consultants, the SCSB has requested an additional
$500,000 In loan funds to augment the $250,000 provided from the
original A.I.D. loan. The $500,000 would be used exclusively

for the small farmer credit program., The SCSB has also requested
that A.I.D. provide, under the OPEX project, a senior agricultural
credit advisor to assist in strengthening and developing the
agriculture credit program. A.I.D. plans to provide this technical
assistance 1f the OPEX project and this loan amendment are approved.

VIII. Ex-Im Bank Clearances: Clearance unnecessary due to nature of the
loan ard based on previous clearance obtained in January 1971 for
the original loan.,

IX., Country Team Views: The country team strongly endorses this loan
amendment,

X. Statutory Chernk List: Satisfied. (See Annex I.)

XI. Recommendations: Authorization of a $500,000 Loan Amendment to
A.I.D. Loan No. 698-H-010 to provide the additional funds necessary
to expand the SCSB small farmer credit program,

Capital Assistance Committee:

REDSO/FA: Loan Officer -~ J. P. Guedet
Agricultural Economist - M. L. Winter
Lawyer W. D. Jones

AID/W: Loan Officer - S. R. Whitmer
Desk Officer - E. Gales
Agrliculture Officer - E. Siira
Lawyer - J. Hoskins

i1
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Background

A,

Introduction: In 1966, the GOS began a comprehensive rural
developmant program in delineated Rural Development Areas (ItDA:).
The intent was to focus (wlthout completely dlsregarding arca:s
outside the RDAs) the limited resources and services of the (08
Ministries in areas where rapild development was Judged to be
achlevable, 1l.e., 1n areas of high agricultural potentlal and
where local populations were progressive. During the first
phase of thils program, general infrastructure such as dams,
stock watering points, feeder roads, soil conservation
structures and some village community services were to be
provided.

To ecxpand and further implement this rural development program,
the GOS requested financial assistance from A,I.D. and the U.X,
In 1971, A.I.D. authorized a $2.2 million loan to the GOS for
the procurement of heavy equipment to develop six rural develop-
ment areas, the conslructlon of a demonstration ranch, and the
provision of funds for a credit program aimed at small farmers,
Since then the GOS has utilized approximately $2.0 million of
the A.I.D., loan by procuring $1.7 million of heavy equipmer.-.

and passing on $250,000 to the SCSB to make sub-loans to
agricultural enterprises. The $250,000 was fully disbursed
througn sub-loans by March 31, 1972. The remainlng loan furd:
are earmarked to finance the ranch equipment and the conctruction
of the demonstration ranch. The original loan should be fully
disbursed by November, 1973.

In March, 1972, prior to the disbursement of the initial SR7C,000

to the SCSB, Mr. Rufus Long, an A.I.D. credit advisor reviewed the
bank's operations and procedures for utilizing an A.I.D. loan. His
conclusicns and recommendations were that the SCSB was a creditworthy
institution and capable of effectively using the funds. He furtner
indicated that AID should consider a second loan for up to 72 million
should a further evaluation of the bank, the RDA program ana credit
demands confirm his preliminary findings. He also recommended that
A.I.D. provide technical assistance (an aavisor and participant
training) to develop agriculture credit policies and procedures and
to promote farm credit cooperatives.

In October, 1972, the GOS formally requested A.1.D. to provide
management assistance to the SCSB and an additional $2.0 million
to the bank for their small larmer credit program. In response to
this request, A.I.D. secured the services of Mr. Henry Lowe, an
A.I.D. PASA, employed as the General Manager of the Agriculture
Finance Corporation of Kenya, to conduct another short-term study.
Mr. Lowe's study was completed in April, 1973, (See Annex ¥ for
conclusions and recommendations, )
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B, Current Economic Situation l/

The estimated 1972 population of Swaziland was 480,000

including 30,000 absentees. The population density is
approximately 67 per square mile and the annual rate of
population growth is estimated at between 2.7 and 3.1 percent.
Gross domestig/product in 1968/69 was calculated at

R54.6 million=" (provisional estimates for 1970/71 are

R68.9 inillion) of which agriculture and forestry contribute
approximately 24 percent, mining, quarrying and construction

17 percent, community, social and personnel services 17 percent,
manufacturing 15 percent and various other sectors the remainder.
Per capita GDP 1s approximately R130 but the distribution is very
skewed due to the existence of a dual economy; it is estimated
that per capita GDP in the Swazl sector is only approximately
R84, whereas per capita GDP in the modern sector is substantially
higher due to higher salaries and wages paid to expatriate labor.
The visible balance of trade is positive (exports of R56,034,000
in 1971, imports of R47,824,000) but the nature of the monetary
arrangements (i.e., a member of Southern African Customs Union)
means Swaziland cannot have cither a surplus or deficit on its
overall balance of payments, as conventionally defined for more
than a brief period. .mong the major invisible items are
customes union recelpts and repatriation of profits.

Public revenues have risen sharply since a renegotiated Customs
Union Agrecment with South Africa came into effect in 19€9,
Receipts totalled R10.'+ million in 1968/69 and rose to

R17.9 million in 1971/7.. The 1972/73 estimates are

R23.1 million. This increased revenue has permitted a

balancing of the budget, the creation of a reserve fund and

a sizeable expansion in public expenditure from R14.806 million
in 1968/69 to an estimated R21.49 million in 1972/73, an avoragce
annual growth rate of 13 percent. Future growth in revenue will
undoubtedly be more modest reflecting the real growth of the
economy rather than exceptional circumstances.

Banking statlistics show that deposits have risen from R10.9 million
on September 30, 1968, to R26.9 million on December 31, 1971, while
lending had grown from R14.3 million on September 30, 196%, to
’25.1 million on December 31, 1971. The growth in botn deposits
and lendlng Indleales Increasing economic activity and a rising
level of acmestlc savings.

l/ The original loan paper contained the general background
materlal on Swaziland which 1is not repeated here. Instead
a seleclive updating of current economic data is presented.

2/ 1 Rand = $1.50
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The majority of the working age population ls not in paid
employment in Swaziland or elsewhere., The 1971 mid-year
estimate for the working age African populatlion Is 233,427.
Total employment within Swaziland including the self-employed
and employees of private households, was estimated at 56,000,
Of this, approximately 47,000 were in wage employment. In
addition, it is estimated that approximately 15,000 were
employed abroad, The agriculture sector accounts for about
37 percens of total paid employment.

Present Cevelopment Plan

The Second National Development Plan, prepared in 1973, sets

forth the policies and programs which the GOS intends to

follow during the period 1973-1977. These policies and programs

are gulded by two broad purposes; first. ta promnte the widespead
participation of the Swazi people in development in order to improve
the general standards of living; and secondly, to achieve a greater
measure of independent control over the economic affairs of the
nation. To achieve these purposes, policies and programs have been
develored by the GOS in agriculture and the financial sector:s

with the rollowing aims:

1. to promote the progressive transformation of traditional
agriculture from subsistence to semi-commercial and
commercial farming, bolh to create more opportunities for
gainful employment and to raise incomes in the rural areas;

2., Lo inerease employment opportunities as rapidly as possible
both through emphasis on rural development and through
measures to expand wage cmployment and self-employment
In the modern scoetor;

3. 1o establish and strengtien the institutions and instruments
necessary to a modern and independent government for the
effective guldance and control of the economy;

4, +to continue the diversification of external cconomic relations,
both in trade and in aid.

To carry out these aims, the GOS plans to invest R42.7 million in
capital expenditures over the next three years from 1973 to 1975.
During the course of the Plan, the program will be exparded <o cover
the final two years 1976 and 1977. This investment program will be
supported by an increase in the recurrent expenditure of key
development ministries (agriculture, education, health, pubiiz works,
ete,) in order to allow the ministries to expand their services.
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As a result of the government's development program and the
expected expansion of output and investment in the private
sector, the rate of growth in gross domestic product 1is
estimated to be 5 percent per annum during the Plan period.
However, the rate of growth depends to a great extent upon
increased production and continuing access to the markets of
the developed world for Swaziland's primary commodity
exports and an increase in foreign assistance, particularly,
in agriculture and institution building.

Table T
SWAZILAND
Second National Development Plan

Public Investment Program, 1973 - 1975/1976

(Rand)

Category Amount Percent
Government Administration 2,883,500 6.77
Law and Order 1,305,344 3,06
Community Services 9,174,242 21.53

Water and Sewage 3,418,642

Housing 3,040,600

Other 2,715,000
Education and Training 4,397,128 10.32
Health 1,080,547 2.54
Agriculture and Ferestry 8,119,857 19.05
Transport and Communication 7,167,976 1/ 16.32
Industry and Power 8,352,000 = 19.60
Commerce 133,055 .31
R42,613,649 100,00

1/ Includes R5,149,000 ror a Thermal Power Station,

Source: Sccond National Development Plan 1973-1977 GOS pp245-251
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Relatienship to U.S. Assistance Strategy

The obJectives of the A,I.D. program for the southern African
countries are based on the Secretary of State's policy statement
"U.S. and Africa in the 1970's." Basically the policy is to
assist small land-island countries with multi-racial and majority
controlled governments to mailntain their independence, stahility
and economic development and achieve self-sustaining growth. In
support oi’ these objectives the U.S. assistance strategy for
Swaziland is to concentratc on the development and growth of the
agriculture sector. This project 1s intended to increase
agriculture production of small farmers by providing the credit
required to purchase improved inputs. This type of assistance
is a necessary component of GOS plans for transforming the
agriculture sector from traditional peasant subsistence orienta-
tion to a modern market oriented production system.

The Borrower 1s the Government of Swaziland. The implementation
of the proJject will be the responsibility of the government-owned
Swaziland Credit and Savings Bank (SCSB). The GOS Ministry of
Finance will relend the proceeds of the A.I.D. loan to the SCSB
on the original loan terms, which will in turn make

credit aveilable to small farmers to purchase lmproved inputs.

D.

E. Borrower and Executing Agency
The Agricultural Sector

A. Struciure and Land Utilization

As indicated, agriculture continues to be the most important
sector in the Swaziland economy accounting for almost one-quarier
of the GDP and two-fifths of domestic exports. Over 70 pcrecent
of the population derives 1ts income and livelihood uirectly
from crop and livestock production or from the processing of
agricultu.al products.

However, a high degree of economic dualism exists in agriculture
between the modern, large-scale estate scgment and the small
scale traditional segmeni. While the modern and traditional
elements make roughly equal contributions to GDP, the latier
utilizes approximately four times as much labeor. The modern
segment is largely expatriate, is highly capitalized and is
highly productive. The traditional sector utilizes much less
capital and operates at a low productivity level.
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Approximately 55 percent of the country's total area is held

by the Swazi nation or Swazi Govermnment; the remainder is held
under freehold title mainly by non-Swazi landowners, Swazi
nation land is owned communally by the Swazl people but vested

in the King. The local chiefs allocate to individuals for

family occupancy and grant communal grazing rights. Individuals
are rarely deprived of their land use rights, even in cases of
prolonged absence. Land use rights pass to children after death,
While the existing type of land use hampers the development of
the Swazl traditional sector, current government programs have
been established to alleviate the problem. However, even without
land reform, considerable scope exlists for yield improvements
through the aprlication of modern farming techniques, fertilizers
and Improved se.d.

In 1970 approximately 12 percent of Swazl nation land was under
cultivation with maize by far the most important crop {occupying
over 75 percent of the cultivated area) followed by groundnuts
and sorghum. Approximately 7 percent of freehold land was under
cultivation in 1970 with sugar cane, cotton and maize occupying
the largest area. (In value terms, sugar cane, cotton, citrus,
rice and potatoes rank ahead of maize. 1/) Permanent grazing
areas and other land accounts for almost 85 percent of Swazil
nation land and approximately 70 percent of freehold land.
However, cver 80 percent of the cattle and small stock use
Swazi-owned land with resultant deterioration of Swazi nation
grazing areas.

Development Policy

It is with the above factors in mind that the GOS has established
as its most pressing priority the need to increase investment,
expand mansgerial skills and raise land and labor productivity

in the traditional agricultural sector. According to the

Second National Development Plan 1973-1977, "The first aim of
agricultural policy is to assist Swazi farmers in making tre
transition {rom subsistence activity to semi-commercial ard
commercial farming." Fulfillment of this aim will require:

1. the continued promotion ard expansion of the program for
consolidation of land holdings, resettlement and crea+ion
of basic physical infrastructure in rural areas;

2. dtrengthening the framework of basic services, particularl:
agricultural and animal husbandry extension, crop and
livestock marketing, credit facilities and producers'
cooperetives;

;/ Swaziland currently has a quota of 30,000 short tons of
sugar under thth.S. Sugar Act. This represents
approximately 16 percent of Swaziland production.
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increasing the marketed production of key food and cash
crops (especially maize, cotton and tobacco) by Swazi
farmers, primarily by raislng crop yields per acre and
by Introducing more farmers to cash farming.

Development Programs

The agricultural investment program to achieve the aims

contained 1n the Second National Development Plan is framed

in terms of area, and to a lesser extent, commodities. The
primary areas for concentration are the six rural development
areas (RDAs) with particular emphasis being given to the northern
(1800 families), central (4,620 families) and southern

(15,060) families) RDAs. The principal commodities on which
efforts to increase production will be focused are maize, cotton,
tobacco and cattle, especially for beef production.

1.

The RDA Program

The RDA program comblnes the process of physical
recrganization and rationalization of land use with the
provision of improved services to farmers. The initial

step 1s physical reorganization to achieve rational resources
management and utilization on the basis of land use plans

and the provision of additional infrastructure., These
changec are followed up by an intensified extension effort,
the introduction of new and improved crop inputs, provision
of credit and establishment of marketing facilities.

The physical reorganization involves the consolidation of
land holdings, separation of farming and grazing areas,
homestead relocation where necessary, road construction,
soll and water conservation measures, rotational grazing
plans for grazing and development of water resources
through small dam construction.

Over a perlod of time the intensiried extension effort
wlll be accomplished in each of the RDAs by the expansion
of staff, to the following levels:

1 Project Manager

2 Agricultural Extension Officers (one each for
cereals/legumes and cash crops)

1 Livestock Officer

1 Field Ofricer per 200 families

1 Assistant Co-operative Officer - Credit

1 Asslslanl Co-operative Officer - Marketing,

Workshop and Mechanical Staff
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In the northern RDA which is the furtherest along
towerd final development and which 1s being supported
by USAID financed equipment (see original Capital
Assistance Paper for descriptig? of equipment) and
technical assistance personnel~ , the following had
been accomplished as of July 1973:

Land terraced (acres) 1,910
Arable land consolidated (acres) 900
Fencing erected (kms) 53.3
Farms reallocated, resited or rebuilt 286
Roads constructed (kms) 30.5
Irrigation reserveir - constructed 3
Potential irrigation fully developed

(acres) 64
Destocked cattle sent to fatbening

ranch 358
Cooperative marketing and warehcuses

constructed 1
Chiefdoms requesting RDA action

(7 in area) 7

Source: Progress report on Swaziland Rural Development

Project and Swaziland Agricultural Development Loan.

The Crop Promotion Program

The crop promotion program is based on an improved
extension effort resulting from (a) increasing the
concentration of staff in progressive areas;

(b) enabling individuals to specialize in a few extension
tasks tied to a specific crop or farming operation; and
(e) increasing the professional supervision and in-service
training of basic staff. A UNDP/FAO Crop Production
Extension Project is in the early stages of implementation
to supply additional skills in maige, cotton and tobacco
production and to initlate a program of in-service
training to upgrade existing Field Extension C{flicers,

The activities will be carried out within the framework of
an expanded Crop Promotion Project with special attention
focused on the RDAg, including, as necessary, redeployment of
stal’f. The schieme, which provides exiension advice
accompanied by a package of improved inputs incluaing seed,
fertilizer, insecticides and sprayers (supplied if necessary
on credit) will be expanded from its original emphasis on
cotton to include maize and tobacco.

l/ A.I.D. contract personnel providing part-time services to

the Northern RDAs are two soll conservation engineers,

a heavy equlipment shop foreman, an animal husbandry
officer, a range management specialist and an agricultural
marketing rcsearch officer.
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Over the next three years, two extension technicians in
cotton production and two in mailze production will be
assigned to each district - each major RDA will have one
cottecn and one maize production officer. The southern
RDA will, in addition, have one of the two tobacco
production officers assigned to the Shiselweni district.

Supporting Services

In addition to the Ministry of Agriculture extension services
which have already been mentioned and the Swaziland Credit and
Savings Bank which will be discussed in the following section,
the co-operative movement has a major role to play in the
development of agriculture. Among small rural producers there
is a growing need for forms of Jjoint organization to operate
common supply, producticn, marketing and credit services.
Hewever, the growth of agricultural cooperatives has been slow,.
At present there are 27 agricultural cooperatives in Swazilland
with an additional 100 farmer assoclations. The central problem
facing the expansion of cooperatives is lack of (total of 21)
trained cooperative officers and their limited mobility.
Nevertheless, there are plans to utilize existing farmers' sheds
and depcts (currently operated by the Ministry of Agriculture)
as focal points for the formation of new cooperatives and to
convert viable farmer assoclations to cooperatives. It is
anticipated that the nunber of cooperatives will thus be

doubled by 1976. Cooperative marketing will be emphasized
initially in the RDAs:

Another group of cooperatives which hold some potential as a
mobilizer of rural savings and a supplier of credit to farmers

is the Savings and Credit Cooperatives which are now peing formed.
Approximately twenty are in existence and five more are being
organized, some in rural areas. The GOS plans to encourage these
organizations and provide a small amount of aid to supplement

the funds raised by local savings.

Agricultural Marketing

To date, the GOS role in agricultural maiketing has been very
small., The privatle sector is responsible for all marketing
activities except for the operation of certain controls aimed
at market regulation. Given the success of the system, which
due to the Customs Union Agreement ties Swaziland production
1o the controlled marketing arrangements operating in the
Republic of South Af'rica, any changes in the near future are
unlikely. The principal problems facing Swazi farmers are
not the availlebility of markets or market prices. Instead,
it is the physical and organizational problems of moving the
many avallable small surpluses from the farm to the nearest
marketing center., A subsidiary problem is quality control.
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The Ministry of Commerce and Co-operatives has set up a small
marketing section to focus on small farmers marketing problems.
Initial efforts will be concentrated in the RDAs to assist in
bulking up surpluses and in arranging transport to markets. A
pilot scheme 1s already operating in the northern RDA. An
important part of this effort will be an attempt to improve the
quality of small farmer produce and conseguently price.

For the major crops a brief description of the marketing
system follows:

Maize: Over the past five years Swazlland has been forced to
import varying quantities of mailze to meet domestic requirements
(15,000 - 25,000 tons annually). To stimulate production, and
achieve self-sufficienty, a minimum price of R38.50 per ton has
been established. The Swaziland Milling Company has been
designated by the government as the sole malze purchasing

agent and is required to buy all maize offered for sale at the
guaranteed price. A number of buying points are scattered
throughout the country and as more small farmers become
commercially oriemnted it is expected'that the attractive price
will draw greater quantities into the marketing system.

Cotton: There are three competing outlets for cotton produced

in Swaziland. The first 1s a ginnery in Swaziland which maintains
three storage depots and has two buyers in the field to purchase
directly from the farmers. Payment is based on grade. The other
two outlects are ginneries in South Africa which offer heavy
competition, particularly, in certaln border areas, and for titile
deed cotton of higher quality. It is GOS policy to encourage

use of the local ginnery which operates at 50-60 percent of
capacity.

The ultimate market for all (except local consumption) of even
locally ginned cotton is the Republic of South Africa. The

South African market can readily absorb exported Swaziland production
although substantial improvements in the quality of Swazi

medium staple cotton would be necessary before it could and

would actually compete with other cotton entering the

South African market,

Tobacco: All tobacco produced in Swaziland, except that

consumed locally, 1s cxported to the Republic of Soutl. Africa,

The Nhlangano Tobacco Co-operative in Swaziland handles ‘wo-tiniras
of Swazil procductlon Including 81l production from small Swazi
farmers. In South Africa, Swazl tobacco competes with home
production and duty-free imports from Malawi and Southern Rhodesia.
Because the type of tobacco produced in Swaziland, mainly aark
air-cured pipe tobacco, is in considerable demand in South Africa,
it 1s expected that all Swaziland production will enter that
market fer the foreseeable future.
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Financial Irnstitutions

A,

Background

As previously discussed, one of the aims of the current
developnient plan is to strengthen the system of institutions
and meesures affecting the flow of domestic financial resources
as a recessary step towards economic independence. Tn 1968
when Swaziland achieved political independence, few of the
institutions or the legislative framework necessary for the
mobilization of domestic capital existed. Savings from
corporate and personal incomes were placed for the most part
in foreign capital markets, reflecting partly the lack of
suitable instruments for lnvestment and partly the absence
of legislative requirements governing the holding of domestic
assets by financial institutions.

Since independence, three major development finance institutions
have been established by the GOS to serve as domestic sources

of short-term, medium-term and long-term finance. At the same
time, the instruments for the promotion of domestic savings such
as savings accounts, bond issues and home mortzages have been
developea and made available to the general public in an effort
to generate increased savings Tor domestic investment purposes.

Central Bank amd Monetary Policy

Swaziland does not have a central bank. However, as part of the
Southern African Customs Union, which includes the Republic of
South Africa, Botswana, and Lesotho, Swaziland is subject to

the effects of the monetary policy of the Reserve Bank of

South Africa, since this bank holds the gold and foreign exciange
for the area. While within the area, funds and goods are

freely circulated, the area is not a monetary union. No formal
agreement governs monetary relations among the countries of the
area. Relations are regulated by past practice or informal
understandings. Recently, Swazlland, Lesotho, and Botswana have
entered into discussions with South Africa in order to negotiate
a monetary agreement which would assure that respective legitimate
interests are taken fully into account in the management or the
common currency area,

Current Tnstitutions

The present structure of savings and credit institutions reflects
the economic dualism within the country. First, there is a

small sct of flnancial institutions established to meet the credit
demands of tne modern sector. These 1include two commercial banks -
Barclays Bank DCO, and the Standard Bank Limited - which are
directly controlled from head offices in South Africa and the
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United Kingdom, the Swaziland Bullding Society and offices

of a humper of South African insurance and installment

finance companies. The demand for the services Is subslanllial -
the increase in loans by the two commercial banks has hcen

almost BC percent over the past two years, and the Owazllarl
Building Society, which 1s incorporated in Swaziland and provides
mortgage finance to middle and upper income levels is increasing
its liabilities and assets at a similar rate. Credit from
commercial banks is limited by the terms of lending which require
the availability of conventional security. Within these limitations,
however, ail demands for credit are met, even if funds have to be
transferred from outside Swaziland.

A second set of financial Institutions has been established and
encouraged by the GOS to meet present development needs and
support simall scale enterprises. These institutions include the
National Industrial Development Corporation (NIDC) which was
established 1n 1971 by the Ministry of Commerce and Industry

to promcte and finance large scale industry, and the Small Enter-
prise Development Company (SEDCO) which was established in 1970
to provide credit to small business concerns and local enterprises.
The third and most important institution established is tbte
Swaziland Credit and Savings Bank (SCSB) which was organized in
1965 to provide finance for agriculture, housing and small
business. Agriculture is its most important field of operations.
The SCSB is discussed in detail in the following section.

IV. The Swaziland Credit and Savings Bank
A. Organization

1. Establishment
The Swaziland Credit and Savings Bank (SCSB) was legally
established in March, 1965 and began operations on
August 4, 1965, The SCSB is government-owne /and controlled
and administered by the Ministry of Finance.=~ The SCSB
currently operales five branches (and plans to open a
sixth ir 1974/75) and three credit advisors' field offices.
(See Annex II organizational chart.)
2. Management and Staff
The SCSB law provides for a Board of Management consisting of
a chairman and six other members appointed by the lMinister of
Finance. The General Manager of the Bank may be a member of
the Boarc. The current Board consists of the Permanent Secretary,

1/ ‘The Ministry of PFlnance ls currently reviewing a revised charter for

the Bank conslstent wlthi the Lowe Report (A.I,D. provided consultant).
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Minlstry of Finance, as Chairman, the Permanent Secretary
from the Department of Economic Planning, the Director of
Agriculture from the Ministry of Agriculture, a representa-
tive of the King of Swaziland, two Swazi businessmen and a
Swazlland farmer.

While the General Manager exercises considerable authority

in day-to~day SCSB operations, the rather detailed provisions
of the Bank law and the requirement that loans in excess of
R10,000 be approved by the board narrows the range of decisions
which can be made.

The current General Manager has occupied his position since
the SCSB's inception. Prior to his appointment he had wide
commercial banking experience - other parts of Southern
Africa and experience in agricultural marketing. The Bank's
current sound financial condition testifies to his ability to
effectively direct and develop a financial institution.

As cf August 1, 1973, the SCSB has a total staff of 64, of
whom approximately 35 percent are professionals. Five are
expatriates. (See Annex III for Management bio-data. )

The SCSB currently offers very competitive salaries and is
able Lo attract and retain appropriate medium level Swazi
staff for whom it provides training opportunities. (3even
stalf members, including an A.I.D,-financed short- term
participant 1n agricultural credit, benefited from /
specialist training obtained outside the SCSB in 1972/73. )~
However, senior level Swazl staff are largely unavallable

and there will be continuing need for internationally
recruited staff while Swazl nationals are recruited and
trained. In the field of agricultural credit, USAID has

been requested to provide, under the OPEX project, a senior
agricultural credit advisor to the SCSB to help strengthen
and guide the developing agricultural credit program. It is
A.I.D.'s intention to provide this advisor if the OPEX project
and thls loan amendment are approved. The credit advisor will
assist in deslgning and administering programs aimed at
expanding the amount of credit utilized by the Swazi small
farmer scctor. A key component of his assistance would be to
provide on-the-job and, as necessary, formal training to

SCSB agriculiural credit staff.

l/ Additional A.I.D,-financed training will be provided in appropriate
areas (agriculiurally related) to available SCSB candidates as
opportunities arise. If the OPEX advisor is provided, participant
training for counterpart staff will be a part of the package.
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B. Policiles

l. Lending Policy

According to the law establishing the SCSB, loans may be made
for any of the following purposes: 1/

a. The development, purchase, maintenance and improvement of
lands.

b, The discharge of liabilities incurred in respect of the
development, purchase, maintenance and improvement of lands.

¢. The discharge of prior incumbrances on land.

d. The payment of labor and the purchase of supplies and
machinery to plant, irrigate and cultivate lands and to
reap and make merchantable the crop or produce thereof.

e. The purchase of livestock and of manure and fertilizers.

f. The erection and repair of buildings.
g. The financing of any trade, business or industry.

h, The payment of premium of insurance lnsofar as such
insurance/fglated to buildings, factories and machinery
crected and standing on the lands and used in connection
witn any crop, irade, business and industry.

i. Any purpose, incidental, accessory, or ancilliary to any
of the foregoing purposes.

In operating practice the Bank has given priority to
agriculturel lending wlth approximately two-thirds of

the value of all new loans over the past 5 years going for
that purpose. The amount lent for agriculture amounted to
71 percent of total new lending in 1971/72. In 1972/73 the
correspondlng figure was 59 percent. According to a recent
SCSB paper, the Bank's"principal objective in agricultural
sector ls to foster the effective use of credit so as to
increase agricultural output."2/

l/ Swaziland Credit and Savings Bank Law, 1965 as amended
16 January 1970,

2/ Quote from a paper by SCSB staff on "The Role of the
Swaziland Credit and Savings Bank in Agriculture.”
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2. lending Terms and Interest Rates

The law establishing the SCSB gives the Board of Dircclors
broad powers to establish loan limits, securlty requirements,
loan periods and Interest charges. The only limitation is
that the Minister for Finance may, through a gazetted notice,
declare a minimum rate of interest.

In practice, the Bank makes a few large loans, requires
adequate collateral to cover the SCSB in the event of
forced liquidation, is flexlble on loan periods to meet
needs and generally charges slightly lower interest rates
than do the commercial banks.

In the agricultuml sector, seasonal loans to small Swazi

farmers are made at 6 percent. Longer term loans (up to 5 years),
are made primarily for equipment at 9 percent. This compares
with 10-12 percent charged by commercial banks.

At the moment a subsidy 1s bullt into the low seasonal rates,
since 3CSB's management believes that small farmers are

sensitive to interest rates and a low rate is necessary to
encourage expanded use of credit. According to the

Development Plan, "Swazi farmers have proved to be very

sensitive to interest rates on loans." The SCSB estimates that at
a higher volume of lending, which it believes it can achievelby
1975/76, it can break even on small farmer seasonal loans. 1/

3. Small Farmer Credit

One of the primary responsibilities of the SCSB is tre
provision of agricultural credit to the Swazl sector.
Because commerclal banks are not interested in dealing witn
this low volume, high overhead, high risk group, the SCSB
1s the »nly available source of funds. However, as the
SCSB's total lending has grown, amounts lent to the smull
farmer sector have not grown correspondingly for reasons of
staff, administrative costs and difficulty in making and
collecting small loans. In 1972/73 about 830 applications
from small Swazl farmers were approved. The amounts of
credit extended have remained approximately the same (R200,000).

- o e mm e e o - mm vt i emm e b eh e e A R e e e tvm e e e e e sem em e em e e e e

1/ The SCSB calculates that the cost of administering the small farmer
loan program 1s approximately R50,000. Therefore, given the current
cost of funds to the SCSB and the intercst rate charged, the break-
cven loan volume in the small farmer program is somewhat over
R1,200,000. )
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Significantly, the SCSB has recently laid the groundwork
for a substantial expansion. New branch offices have been
opened and the number of agricultural credit staff has been
increased fram 6 in 1972 to 11 at present.

The SCSB buildup coincides with increasing government concern
and expanding government agricultural programs requiring

credit. In turn, a successful, expanded credit program

requires a high degree of coordination and cooperation

between tha SC3B and the appropriate ministriss. At an

earlier stage thls coordination was less than optimal but

in recent months new relationships are emerging. The SCSB

is working particularly closely with the Ministry of Agriculture
in the northern RDA.

In ail areas, the Ministry of Agriculture staff has invited
SCSB local branch managers and credit advisors to monthly
staff meetings. The SCSB Credit Advisor is to notify the
appropriate Ministry of Agriculture Field Officer when he
is going into each area., Similar relationships are being
estublished with cooperative personnel. 1/ Combining
these steps with the involvement of field officers and
cooperative staff in credit application preparation results
in the type of coordination which can only have a positive
eftect (see section IV.C.1 for additional discussion).

1/ A recent seminar for the Ministry of Agriculture staff,
Ministry of Cummerce and Cooperatives staff and SCSB staff
recommended that:

T« All credit should ideally be channeled thru cooperatives
(see No. 6),

2. Local Advisory Committees (LAC) should be reorganized to
involve local chiefs (see No. 9).

3. The SCSB is vo organize a yearly course for field officers
and cooperative staff in SCSB banking procedures and requirements.,

4« The Ministry of Commerce and Cooperatives is to organize a course
for field officers in agricultural marketing.

5. The existing cooperatives should clarify their dealings with
non-members.,

6. Credit should continue to be provided through all channels
with u view towards cooperatives in the long run.

7. The Field Officers, Assistant Cooperative Officers and
Credit Advisors schiould mect regularly,

8. The cooperative effort will initially be concentrated on pilot
schemes.

9. The local chief should be fully involved with the LAC, and, if
a farmer, made an ordinary member of the LAC.

10, The Field Officer, Assistant Cooperatives Officers and the Credit
Advisors shall formulate a coordinated credit education program
for small farmers in cach area.



-17-

C. Prozedure for Processing and Monitoring Agricultural Loans

1, Seasonal Loans

Iinder normal procedures, the small farmer completes his
application for seasonal credit with the assistance of a
Ministry of Agriculture Field Officer, and 1n the case

of cooperatives, the Assistant Cooperative Officer assists l/
with the application. (See Annex IV for copy of application.)
The farmer then submits the completed application to the
nearest SCSB branch or Credit Advisor's Field Office. 1In
turn, the Field Officer must prepare a confidential report

on the applicant which is submitted to the SCSB separately
and which contains his comments and recommendations. Once
the application and the confidential report are received by
the SCSB, necessary processing/review to ensure that the
application is completely and correctly completed is under-
taken in preparation for the meeting of the Local Advisory
Committee (IAC). The LAC is appointed by the District
Commissioner at the request of the SCSB and normally includes,
in addition to the DC, an agricultural officer, one or two
community leaders and the SCSB's credit advisor for the area.
The functions of the committee are to provide information

to the SCSB on the credit worthilness of applicants based on
their knowledge of theg7pplicants and to make recommendations
on their applications. The application is then forwarded
to the SCSB branch which has discretionary loan approval
authoriiy up to a specified amount (R1,000 for agricultural
loans). Normally the branch follows the recommendations of
the LAC.

l/ The application must include the recommended input amounts for
the entire acreage for which credit is requested, i.e., the farmer
must show on the application that he will have available the
recommended amounts of seeds, fertilizer, insecticides, etc. e .
cannot apply for amounts which when added to his own supplies total
less than the recommended amounts nor can he apply_.for inputs for
only a portion of the acreage he expects to have/éfparticular crop.
In this manner, the SCSB ensures that the input application will bte
correct and lead, under normal conditions, to yileld increases wnich
will more than cover the input costs.

g/ It was recommended at a recent two-day seminar held among SCSE,
Ministry of Agriculture and Ministry of Cooperatives' staff that
the committec e reorganized to include representatives sent by
the local cniefs, l.e. carry localization to an even lower level,
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Applications for agricultural loans in excess of R1,000
are Torwarded to the head office of the SCSB in Mbabane,
The head office has discretionary loan authorilty up to
R10,000. Loans over this amount and any questionable
applications for lesser amounts are submitted to the board
for their decision. l/ The normal loan approval process
requires from one week to ten days.

Cnce the loan 1s approved the farmer applicant is notified
and provided with vouchers which he can use to secure the
required inputs from local dealers. IHor certain crops
small amounts of cash for labor or tractor/oxen hire are
provided. '

Supervision of borrowers is the Joint responsibility of the
Ministry of Agriculture Field Officer and the SCSB Credit
Advisors. The Fleld Officer has the responsibillity to sce
that proper techniques and practices are used in land
preparation, planting, crop husbandry and harvesting. The
Credit Supervisor 1s concerned with the utilizatlon of
loarn inputs, the status of the crops estimated yields

and loan repayments. Obviously, there is overlap and a
need for coordination.

All seasonal loans are secured, usually by cattle. The
SCSB brands the cattle but leaves them with the farmer.
Upon *inal loan repayment the SCSB brand 1s cancelled.
If a loan cannot be repaid as scheduled for a valid
reason (crop fallure) the SCSB usually extends the loan
for another season.

2. Medium and Long Term Loans

The SCSB also provides medium term loans of up to five years
for farm machinery. Certain agricultural development projec.s
are eligible for long term loans of up to 10 years. Any loan
application in excess of R500, which includes nearly all of
medium and long-term loans, must be accompanied by an
estimated cash flow table to ensure economic viability of

the project. Processing, supervision and monitoring of

these loans is basically the same as for seasonal loans.

3. Overdue Loan Monitoring

A past-due report is prepared monthly by each branch listing
all loans 30 days or more overdue. All loans 1in the amount

l/ Since scasonal loans under thils proposed loan amendment are
restricted to R500 or less most approvals will be at Branch level.
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of R500 and above and all past-dues 18 months and over
in excess of R50 are reported monthly to the head office,
Past due loans not falling in the above categories are
raported by number and amount. A representative of the
head office visits each branch monthly and reviews the
past-due report., All past-dues of R1,000 and above and
all past dues of 18 months and over in excess of R50

are reported monthly to the board of directors.

Loans over-due at March 31, 1973, totalled R221,584
in value and 692 in number. By number, approximately 32,2
percent are over-due 30 days or more; by amount

only 5.6 percent are overdue. Bad debt losses have been
very low, under 1 percent of loans.

4, Accounts and Audits

The SCSB Act provides that, "The Bank shall keep proper

books and accounts in English which shall be audited annually
by an auditor appointed by the Board..." For the past five
yesrs the annual financlal statements of the SCSB have been
audited by Messrs. Alex, Aiken and Carter and received an
unqualified opinion as to accuracy.

D, Resources, Operatlons and Demandsl/

1. Resources

As of March 31, 1973, the unrecallable capital of the Bank
totalled R1,000,000 which included R650,000 provided by

the GOS in 1972, and loans to the SCSB by the GOS (R1,613,459),
the UK (R775,000) and A.I.D, (R186,986) totalled R2,575,453.

In addition the Bank had R1,680,074 in savings and other
depesits and Bank overdraft facilities of R650,000, Allowing
for the 50 percent reserve requirements on deposits the 3SCSB
thus had potential loanable resources of over R5,000,000.

2. Current Operations

During the most recent fiseal year (April 1, 1972 - March 31, 1973),
the SCSB made a small profit of R29,029., Gross income rose

from R317,892 to R401,722 while administrative expenses

rose from R172,443 to R223,931. During the yecar the number

of savings deposits rose to 15,233 from 11,389 a year earlier

1/ See Annex V SCSB Financial Statements for past five years,
and Annex VI SCSB Consolidated Quarterly Loan Report
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and dzposits rose by R68,833 to R1,403,556. The number
ol loans outstanding totalled 2,148 at year end amounting
to R#4,257,270 compared to R3,085,068 a year earlier.

The average cost of money to Lhe Bank was approximately
2.2 percent and its average return on loans and investment
was 0.8 percent.

The SCSB balance sheet as of March 31, 1973, is summarized
as follows: 1/

Assets Rand Liabilities Rand
Cash 14,474 Bank Overdraft 177,943
Balance with Other Banks 18,930 Creditors 108,154
Other Current Assets 73,992 GOS Short Term Loan 28,532
Total Current Assets 107,396 Total Current Liab. 314,629
Cash in transit between Deposits (Savings) 1,680,000
branches 10,181 Domestic Loans (GOS) 1,613,459
Foreign Borrowings 961,994
Equity:
Loans 4,257,270 Grants 1,000,000
Invesiments 2/ 971,082 Reserves 34,672
Fixed Assets 258,899
Total Equity 1,034,672
Total Assets 5,726,183 Total Llabilities 5,726,183

l/ The balance sheet presents a healthy pleture except for the ratio
of current assets to current llabilities which is almost 1:.3.
However, this is overstated because the investments amount includes
an unspecified sum at short call which could also be considered a
current asset.. The rate of equity to long-term foreign debt is
approximately 1:1 which gives the SCSB considerable ability to
seeure addillonal foreign capital.

2/ Includes funas at short notice,

Source: Swazllana Lredit and Savings Bank Eighth Annual Report 1Y73.
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3. TFuture Operations and Repayment Prospects

It 1s difficult to forecast the future performance of the
SCEB given the rapidly changing Swaziland situation.
Available estimates are for loans to increase to R6,000,000
annually by 1976, but it appears that this estimate may be
conservative, Similarly, 1t 1s projected that SCSB income
will rise to R534,000 in 1976. Taking into account 1973
performance it 1s likely that 1976 income will be closer

to RA00,000 with profits also slightly higher than the
projected R24,000, Gross reserves amount to over 7 percent
of total assets in 1976 with profits at approximately

2 percent of total equity. Administrative expenses will
amount to approximately 3.8 percent of assets and financial
experses to about 3 percent. The expected interest income
exceeds projected interest payments by approximately 2:1

in 1976. Debt repayments are also more than adequately
covered.

4, Small Farmer Credit Demands

As shown in Table I, the estimates of future loan activity

of the SCSB in the Swazl small farmer sector are substantial.
However, the SCSB regards them as conservative and well

within the SCSB targets of each fileld credit advisor

handling 300-600 loans averaging Rand 200-300 each. The
utilization of cooperatives as they are formed and strengthened
will facilitate even more rapld growth.

;/ See Annexes VII and VIII for projected 1ncome statements and
balance sheets through 1976.



TABLE TI:

Seasonal Small
Farmer Loans

1l. Mbabane

2. Manzini

3. Nhlangano

4, sSiteki

5. Piggs Peak

6. Hslatikulu
Sub-Total

Loans in Connection

with Government

Schemes

ILivestock Loans

TOTAL

l/ Projected
2/

Estimates of Future Loan Activity of SCSB in Small Farmer Sector

1 1 1
1971/72 1972/73 1973/74 Y 1974/75 Y/ 1975/76 Y
- R 35,000 R 30,000 R 50,000 R 80,000
- 60,000 100, CO0 180, 000 250, 000
- €0, 000 100, 000 150, 000 200, 000
- 30,000 60, 000 100, 000 110, 000
- 4,000 50,000 &/ 120,000 &/ 180,000 2/
- - - 50,000 100, 000 .
n
n
190, 000 R 189,000 R 340,000 R 650,000 R 920,000 -
220,000 R 230,000 R 250,000 R 350,000 R 400,000
- R - R 30,003 R 50,0003 R 100,000 3/
410, 000 R 419,000 R 620,000 R1, 050,000 R1, 420,000
New Capital I e —_
Hoquired R201, 000 R430, 000 R370, 000

ONE RAND = $1.50

—' Includes Northern Rural Development Area where major effort will be made.

3/

SCSB Advances RSO for each heaa of livestock placed on Government Holding (fattening) areas. Program is

growing in popularity and will expand much morc rapidly if programs for destocking Swazi lands down to
recommended lcevels are implemented successfully.
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V. The Loan

A.

General

The funds provided under this loan amendment will be
specifically directed to small Swazl farmers and utllized
primarily for the production of cash crops such as maize,
groundnuts, tobacco, and cotton for which the returns to
additional investments are substantial and for which there
are good markets. The funds will help the SCSB meet the
growing requirements for agricultural credit as shown in
Table II. We would expect, based on the estimates of credit
requirements, that the loan would be completely utilized by
the end of the 1974/75 growing season.

Loan Limitations

In discussions with the SCSB it was agreed that the utilization
of the loan would be limited to (a) meeting credit requirements,
including seasonal and equipment loans, in the RDAs, (b) seasonal
input loans of R500 or less per farmer in non-RDAs; and

(¢) equipment or seasonal loans to farmers associations or
coopcratives. With these limitations the loan will meet

A,I.D. concern for support to small Swazl farmers, will support
other A,I,D, assistance to the RDAs, and will encourage the
formation of farmer groups thus facilitating future channeling

of agricultural credit. No attempt has been made to allocate

a certain percentage of the loan to each of the eligible areas,
because (1) the above limitations are adequate to ensure the
appropriate effective use of the funds provided, and (2) it
would place an additional administrative and accounting

burden on the SCSB, while restricting their flexiblility to

meet credit needs as they develop. SCSE plans to use the
majority of the funds for seasonal credit requirements both
within and outside the RDA areas. The above limitations will

be incorporated in the amended loan agreement project description.

Benefits

Based on an average loan of R160 (actually higher than the
current average which is approximately R100) approximately
2,000 small farmers are expected to benefit from the A.I.D.
provided fiwds in the first year. Because a considerable
portion of the funds will roll over each season a similar
number cf small farmers will benefit in succeeding years.
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Annex IX shows some illustrative farm budgets for loan
applicants. As indicated, the incremental rates of return
on investment range from 48 to 76 percent. Based on the
average difference in farm income with and without the
utilization of loan funded inputs (R70), the net increase in
income on the part of the participating farmers (2,000)
should pe approximately R140,000 ($210,000) annually.

D, Ability to Repay

Swaziland's total outstanding public debt on March 31, 1972
amounted to about R17 million ($25,000,000), or 24 percent of
estimated GDP in 1970/71. For 1972/73 total debt service
payments (repayment of principal and interest) amounted to
R1,038,868, or approximately 5 percent of the total recurrent
government revenue and less than 2 percent of exports.

During the period of the Second National Developmen Plan, the
Government of Swazlland hopes to obtain an additional

R20 million (largely on concessional terms) to finance capital
expendltures in the Plan. However, the relatively low current
natlonal debt, the balanced GOS budget and the rate of economic
development all indicate that Swaziland can handle an even larger
amount according to conventional measures and should be able to
service 1ts planned debt during the 1970s with little difficulty. l/

VI, Effect on U.S. Economy, Private Enterprise, and Environment

A, Effect on U.S. Economy

This loan has already had a beneficlal effect on the U.S. economy
since approximately $1.7 million of the original loan was used

to procure heavy equipment in the U.S., However, up to $400,000
of the original loan ana the total $500,000 of this loan
amendment will be disbursed for local currency costs by buying
Rand through the U,S. Disbursing Offlcer for disbursement to

the SCSB. This willl have a negative effect on the U.S.

balance of payments, however, it should be noted that the U.S.
has a favorable balance of payments with the Rand currency area
as a whole,

B. Effect on Private Enterprise

The proposed loan amendment will nave a beneficial effect on
private enterprise since it will provide additional credit to
the Swaziland Credit and Savings Bank for onlending to small

l/ The IHRD Report Economic Position and Prospects of Swaziland, March, 1971
noted that "Swaziland public debt is relatively low and most of the
debt is met by self-liquidating project." However, "the Government
wlll not be able to finance all the local expenditures of future projects
and will, therefore, need to obtain a large proportion of the cost of
investment projeccts by foreign borrowing."
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scale private farmers., These farmers will use the credit to
purchase seecds, fertillzers, insecticides, small tools, farm
equipment and 1mplements from privately-owned local agri-
business firms and suppliers.

C. Impazt or the Environment

The proposed loan will provide small Swazl farmers with the
credit necessary to secure productlvity improving Inputs.
Effectlve utilization of these inputs implies a greater concern
and attention to proper use and conservation of natural resources
for sustalned production than does cultivation under tradltional
farming methods. In addition, because conservatlion practices

are a basic element in the RDA program and because the Ministry
of Agriculture Fileld Officers, who will help prepare the loan
applications, are keenly aware of the importance of resource
conservatlon, we expect the ultimate impact of the loan on the
environment to be positive., (See Bnvironmental annex XI for further
discussion.)

Implemcntation

Loan amendment 1lmplementation procedures will be as simple as
possible while ensuring the proper and timely use of loan funds,
To implement the proposed loan amendment it 1s essential that a
walver permitting procurement of commodities of Swaziland and
Code 935 source and origin be authorized to enable the timely
procuremeni of fertilizer, seeds, insecticides, agricultural
lime, farm tools and implements, irrlgation pipe, farm equipnent
and other related agricultural materials. Swaziland obtains iLg
entire supply of nearly all these items from South Africa, a
country included in A.I.D. Geographic Code 935, This becomes of
overriding significance in a program where the sub-loans will
average only $200-500 each and will be received by small,
relatively unsophisticated farmers barely accustomed to utilizing
locally establlished sources. It is expected that atl of the
commodilles will aclually be purchased in Swawzlland.

A.ID. will dlsburse the entire amount of $500,000 equivalent
In Rand Lo tiic GOS upon request of the GOS Ministry of Finance
and upon receipt trom the GOS of appropriate confirmation tha:
the funds willl be made avallable to the Swaziland Credit ard
Savings Bank for making agricultural sub-loans of the agreed
types and that the SCSB will repay such funds to the GOS. Tre
funds will be made available by the Ministry of Finance to the
SCSB on the same terms as they are lent by A.I.D. A.I.D. will
not approve individual sub-loans in advance but will require
that the SCSB, on the quarterly computer print-out of loan
activity to be submitted to A.I.D,, indicate the loans made
utilizing the A.I.D, provided funds, the purpose of the loan,
and the amounts of the loans.
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The anticipated implementation schedule of the loan amendment
13 as follows:

Loan Amendment Authorization October, 1973
Signing of the Loan Amendment November, 1973
Disbursement of Loan Funds to the SCSB January, 1974
Final Disbursement of Funds via sub-loans December, 1974

00 N
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ANNEX I

CHECKLIST OF STATUTORY CRITERIA
DEVELOPNENT LOAN FURND

I3 o

Many of the questions require only yes or no answers,
In those cases, a specific reference to

must be answered more fully.

Others, however,

explicit discussion of the matter in the loan paper will suffice. But
where the loan paper does not deal explicitly with a matter that clearly
requires more than a yes or no responsc, sufficicnt response must be
made to indicate that the matter has been appropriately considercd,

The following abbreviations are uscd in the checklist:

FAA - Forcign Assistance Act of 1961, as amended, incofporating amendments
effected by the Foreign Assistance Act of 1971,

App. - Foreign Assistance und Related Agencies Appropriations Act, 1971,

MMA - Merchant Marine Act of 1936, as amended

ggace for answers is provided in the margin to the right of each question.
is form must be made a part of the Capital Assistance Paper.

1. COUNTRY PERFORMANCE

A. Progress Tawards Country Coals

1. FAA 88201(b)(5),. 201(b)(7),

201(b)(8), 208,
to which the ocountry is:

(a) Making appropriate
efforts to increase food
production and improve
means for food astorage and
distribution.

(b) Creating a favorable
elimate for foreign and
domeatio private enterprise
and investmant,

(e) Inoreaging the people's
role in the developmental
process,

Discuga the extent

The 8econd National Development

Plan (SNDP) (1973-1977) puts major
stress on the progressive transfor-
mation of traditional agriculture

from subcistence to semi-commercial

and commercial farming. Nearly 20
percent of the Public Investment
Program for the Second Plan is directed
toward agriculture and forestry.

The GOS welcomes foreign private capital
for direct investment in productive
activities and offers tax incentives,
industrial sites, loan and other
asslstance to investors.

The first purpose of the SNDP is "to
promote the widespread participation

of the Swazl people in development in
order to improve their general level

of living and quality of life". The
expansion of the RDAs and growing con-
cern for the small farmer are indicative
evidence of the GOS commitment to meet-



(d) Allocating expenditures

to development rather than to
unngoessary military purposes
or intervention in other free

countries' affairs,

(e) Willing to contribute
fundz to the projeet or
program,

(f) Making econamie,
social, and political
reforms such a8 tax
collection itmprovements
.and changes in land tenure
arrangerment; and making
progress toward respect
for the rule of law,
freedom of expression

and of the press, and
recognizing the importance
of individual freedom,
initiative, and private
enterprise.

(g) Reeponding to the
vital economic, political,
and sectal concerns of its
people, and demonstrating
a clear determination to
take affective self-help
measurea,

1ts people's aspirations.

The SNDP allocates 89% of GOS
investment program for develop
ment activities and has not inter-
vened in other free countries
affairs,

The GOS recently granted approxi-
mately $975,000 to the SCSB in
1972/73. 1In addition, the GOS has
lent the SCSB on favorable terms,
an additional $2+ million

The King recently appointed a
constitutional commission to prepare
a new: cangtlitution more appropriate
to the political and social life

of Swaziland. Swagiland maximiges
its taxable earning capacity from
foreign farmers while at the same
time provides a healthy climate for
free enterprise. The RDA program
supported by fumds from this loan
amendment, is directly supporting

a more modern land tenure system.

The GOS is committed to development
and appears willing to carry out
institutional reforms necessary to
achieve this end. With the renego-
tiation of the Custom Union Agree-
ment, the GOS is now able to meet
recurrent expenditure and transfer
limited amounts to the capital
budget.



B, Relations with the United Statea

1. FAA 8620(c). Ie the govern-
ment indebted to any U.S. citisen
or goods or services ighed
gr ogdcred where: (a)%‘:zh No

oitisen has exhausted available
legal remedies, inoluding
arbitration, or (b) the debt is
not denied or oontested by the
govermment, or (o) the indebted-
ness arises under such govern-
ment's, or a predecessor's
unoconditional guarantee?

2, FAA 8620(d). If the loan is

intendad for conatruction or

operation of any productive enter- Not applicable
prise that will aumpete with U.S.

enterprise, has the country agreed

that 1t will establish appropriate

procedursgs to prevent export to

the U.S. of more than 20% of its

enterprise’s annual production

during the life of the loan?



3., FAA 8620(e)(1). Has the
coimtry 'e ‘government, or any

agency or subdivision thereof,

(a) rationalimed or expropriated
progarty owmed by U.S. citizens

or by any businase entity not lees
than 50% benefictally owmed by

U.S. citizens, (D) taken steps to
repudiate or nullify exieting
oontracte or agreements with such
citisens or entity, or (c) imposes
or enforeed discriminatory taxes

or other exactions, or restriotive
maintenance or operation conditiona?
If so, and more than six months hae
elapsed aince such occurrence,
tdentify the docwment indicating
that the goverrment, or appropriate
agensy or subdivision thereof, has
taken appropriate steps to discharge
its obligations under international
law toward such citizen or entity?
I{;Zess than eix months has e¢lapsed,
what oteps if any has it taken to
discharge ite obligations?

4. FAA 8620(j). Has the country
permtted, or failed to take
adequate measures to prevent, the
damage or destruction by mob action
of U.S. property, and failed to
take cppropriate measures to pre-
vent a recurrence and to provide
adequate compensation for such
damage or destruction?

No

No

No

No



5§, FAA gczogz;. Has the m-
mint tngtt an invcatmg::.
gquaranty gragram wnday

FAA 8231(b)(1) for the specifio
rigks of inoonvértibility and
expropriation or configcation?

8, FAA 8680(0): Figherman's
Protactive Aot o; 1954, as_amended
ection 5, Has the cowntry seised,
or imposed any penalty or sanotion
against, awy U.S. fishing veasel om
accowt of itte fishing activities in
intemational waters? If, as a
regult of a seisure, the U.S.,G. has
made reimbursement wundsr the pro-
yisions of the Fishermm's Proteotive
Aot and such amowunt has not been paid
in full by the seizing country,
identify the doc: mentation which
describes how the withholding of
assistance under the FAA has heen or
will be aoccomplished,

?. Fad 8620(q). Has the country
been in Zefa'u%t, di ing a periocd
in excess of six months, in pay-
ment to the U.S. on any FAA loan?

8. ¥AA 8620(t). Have diplomatic
relations between the country and
the U.S. been cevered? If 8o,
have they been renewed?

Yes

Not applicable since
Swaziland is not a
maritime nation

No

No



C.

Relations with Other Nations and

the U.N.

1. FAA 8620(1), Hae the country

been offictally represented at

any international conference when  Not to AID's knowledge
that representation included planning

activities involving insurrection

or gsubverasion directed against the

U.S. or countries receiving U.S.

asstotanoe?

2. FAA 88620(a), 620(n);

B Has the
country sold, furmished, or per-
mitted ships or aireraft under
its registry to carry to Cuba
or North Viet-Nam items of
econamic, mlitary, or other
assistance?

No

3. FAA 8620(u); App. 8108 What Swaziland is up to date on

18 the status of the country's its dues and assessments,

U.N. dues, assessments, or other The Loan Agreement will
obligationg? Does the loan agree~ restrict the use of loan funds
ment bar any use of funds to pay to the specified purpose.

U.N. assessments, dues, or

arrearages?

Military Situation

1. F4A §620(i). Has the cowntry
engaged in or prepared for
aggressive military efforts
directed against the U.S. or
countries recetving U.S.
agatstance?

No



2. FAA 8620(a). What is (a)
the percentage of the country's
budget devoted to military pur-
poses, and (b) the amount of
the country's foreign exchange
regources used to acquire
military equipment? Is the
country diverting U.S. develop-
ment asststance or P.L. 480
sales to military expenditures?
Ie the country diverting its
own resources to wimecessary
military expenditures?

Until recently Swaziland

made no direct expenditures
for military purposes. 1In
April/May of 1973 a small,
approximately 500 man army

was established. No statisties
are available but it is esti-
mated that expenditures will
be less than 4 percent of the
total 1973/T4 budget

(b) Tocthe best of our
knowledge all military expendi-

(Findings tures have been local currency

on these questions are to be made costs.

for each country at least once

eaoh fiscal year and, in addition,
as often as may be re%:ired by a

material change in relevant

tances.) Has the country

The answer to the last three
questions is no.

spent money for sophisticated weanons?



II.

CONDITION OF THE LOAN

A.

-

General Soundness

Interest and Repayment

1, FAA 8820 .

Is the rate o% in%eres% exéesaive
or unreasonable for the borrower?
Are there reasonable prospeots for
repayment? What is the grace
period interest rate; the following
period interest rate? Is the rate
of interest higher than the
couniry 's applicable legal rate of
interest?

Pinancing

1, FAA 8201(b)(1). To what extant
can finaneing on reasonable terms
be obtained from other free-world
sources, including private sourogs
within the U.S.?

Economic and Technical Soundness

1. FAA 68201(b)(2), 201(e). The
activity's ecomomic and technical
goundness to undertake loan; does
the loan application, together
with information and assurances,
indicate that funds will be used
in an econontcally and technieally
gound manner?

The rate of interest is not
considered excessive or un-
reasonable for the borrowers.
(See section III D). The
grace periocd interest is 2%
followed by an interest rate
of 3% for the duration of the
loan. The answer to the last
question is no,

Concessional financing is not
believed available for the
purpose of this loan. Lending
of this type is not appropriate
for private US lending.

Yes; see sectiorms ITI and IITI
of Loan Paper



B,

2, FAA 8611(a)(1). MHave
engineering, financtal, and
other plans necessary Lo
oarry out asgistance, and a
reaeonably firm estimatc of
the coet of assistance to
the U.S., been completed?

3. FAA 8611(b); App. 8101,

If the loan or grant is for a
water or related land-resource
construction project or program,
do plang inolude a cost-benefit
eomputation? Does the projeot
or program meet the relevant
U.S. conmstruotion standards

and criteria used in determining
feasibility?

d. FAA.B611(e), If this ie a
Capital Aseiatanee Project with
U.S. financing in excess of $1
million, has the principal A.L.D.
of ficer in the country certified
as to the country's capability
effeotively to maintain and
utiliae the project?

Relation to Achievement of Country
and Regional Goals

Country Goals

1. FaA 88207, 281(a). Describe

this toen's relation to:

a. Institutions needed for
a demoractic society and to
asswre marimun participation
on the part of the people in

Yes, as applicable. See
section III of the Loan
Paper.

Not applicable

Not applicable

No direct relation, although
the loan will help support
agricultural cooperatives

and by providing credit to ad-
ditional small farmers will
involve more people in the
development process.

the task of econanic development.
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b. Enabling the country to This is a principal purpose
meet itas food needs, both fram  of the loan. Maize, the
ita own rasourced and through primary staple in Swaziland

development, with U.5. kelp, will be one of the crops
or infrastructure to support for which production credit
increased agricultural is extended.

productivity.

The funds will enable greater
on~the-job training of local
personnel.

¢. Meeting inorcasing need
for trained manpower.

d. Developing programs to
meet public health needs. Not applicable.

This loan amendment will have
an indirect effect on
industrial and commercial
development as increased
agricultural production,
stimulated and made possible
through agricultural credit,
is marketed and processed.

e. Assigting other important
econamic, political, and soctal
development activities, includ-
ing tnductrial development;
growth of free labor unions;
cooperatives and voluntary
agereics; improvcment of
transportation and camm:nica-
tion systemb; capabilities

for planning and public
adniristration; wrhan
development; and modernization
of existing lavs.

2, Fan B201(b)(4). Deseribe the

activity ‘s consistency with and

relationship to other development — See sections I, II and III of
activities, and it contribution this capital paper.

to realizable long-range objectives.
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3. FAA B201(b)(9). How will the The objective of the agricul-
activity to be financed contribute tural credit is to increase

’ S icultural production and
he achievament of self-sustainiff’ p
;ﬁa:t§9a ¢ f f ﬁgconsequen‘cly export earnings.

Once producers achieve a
certain level on production
and income it 1s not likely
they will be willing to go

4, FAA 8201(f). If this is a back to previous lower levels.
project loan, éescribe how guch

project will pramote the cowntry's
goonamic development, taking into
account the country's human and
material resource requirements
and the relationship between
ultimate objactives of the
project and overall economic
development,

Not applicable

5. FAA 8201(b)(3). In what ways The AID loan directly supports
does the activity give rcasonable this objective through the
pranise of contributing to provision of credit to small
development of cconomic resources, Producers,

or to tinerease of productive

capacitiea?

6. FAA 5281 (b)_- How dOL?S th(' The AID program in Swazilan(a’
program under which assistance 18 of which this is part, has
provided recognize the particular peer developed and pursued
neeu., desires, and capaocitics of with these criteria in mind.
the country's people; utilize the

country's intellectual resowrces

to encourage institutional develop-

ment; and support civie education

and training in skills required

Jor effective participation in

political processes.



12

7. FAA 8601(a). How will

this loan encourage the country's
efforts to: (a) tnareasc the
flow of international trade; (b)
Joster private initiative and
campgtition; (¢) enocourage
development and use of coopera=-
tives, oredit unions, and saqvinge
and loan assoctiations; (d)
discourage monopolistic practices;
(a) improve technical efficienoy
of industry, agrioulture, and
commerce; and (f) strengthen
free labor wuntome?

8. FAA 8208(a). Indicate the
amount of money under the loan
whick ts: going directly to
private enterpriss; going to
intemediate oredit institutions
or other borrovers for use by
private enterprise; being used
to finance tmporis fram private
sources; or otherwise being used
to finance procurements from
private souroes.

8. FAA 8611(a)(3). What legisla-
tive aotion 18 required within the
recipient country? What is the

basts for a reasonable anticipation

that such action will be completed

in time to pemmit orderly accomplieh-

ment of purposes of loan?

The funds provided will
accelerate agricultural pro-
duction and thus enlarge the
country's trading capabilities.
It will stimulate and assist

the private sector ang encourage
the use of agricultural coopera-~
tives and credit facilities.

The use of credit to be provided
1s predicated on improved
technical efficiency. There

is no information on question

(£).

All of the funds will go to
an intermediate credit
institution, the SCSB, to be
relent to the private sector.

None required.
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-~ Regtonal Goals

1, FAA 8619, If this loan is The ADB is providing

assisting a newly independent capltal assistance to
ocowntry, to what extent do the Swdaziland., The IBRD
oircumgtances permit guch has expressed interest
asststance to be furmished in the industrial sidg .
through multilateral organiagtiong of the SCSB and in utili-
or plans? zing the SCSB to provide

credit to small farmers
under a planned IBRD-
financed area development

project.
2, FAA B209. If this loan is First question is not
directed at a problem or an applicable.

opportuntty that ie regional in  Multilateral assistance
nature, how does assigtance wnder is veing provided by the
this loan encourage a regional IBRD and the UN.
development program? What multi-

lateral agsistance is presently

being furnished to the country?

C. Relation to U.S. .Economy

-« Employment, Balance of Payments,
Private Enterprice

1. FAA 88201(b)(6); 102, Fifth.

What are the possible effects of Not applicable, loan
this loan on U.S. economy, with amendment consists of
spectial refercnce to areas of sub- direct local currency
etantial labor surplus? Descrilc purchase.

the extent to which aceietance

t8 constituted of U.S. commoditirs

and gerviec::, furnished Pn a maner

consistent with improving the

U.S. balance of payments position.
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3. FPAA 88612(b), 6368(h). What
ateps have besn taken to assure
that, to the maximum extant posoible,
foreign currencies owmed by the

U.S. and local currencies contri-
buted by the country are utiliaed

to meat the oost of contractual

and other services, and that U.S.
foreign-oumed ourrencies ars
utilized in lieu of dollars?

3. FAA 8601(d); App. 8109, If
thte loan is for a capital pro-
Jeot, to what extent has the
Agency encouraged utilization of
engineering and professional
servioes of U.S. firme and their
affiliatee? If the loan ie to be
used to finance direct ooets for
oonstruciion, will any of the
contraoctors be parsons other than
qualified nationals of the oountry
or qualified oitizens of the U.S.?
If so, has the required waiver
been obtained?

4. FAA 8608(a). Provide infor-
mation on maeasures to be taken to
utilize U.S. Govermment exoess
personal property in lieu of the
procurement of new items.

5. FAA 8602, What efforts have
been made to assist U.S. small
business to participate equitably
in the furnishing of cammodities
and sexvices financed by this
loam?

US-owned local currencies
are not avallagble,

Not applicable

Excess property is not
deemed appropriate for
the project,

Not applicable. There will
be no US procurement under
this project.
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6. FAA 8621. If the loan pro-

vides technical assistance, how  Not applicable. The
18 private enterprise on a con- funds do not finance
tract basts utilized? If the technical assistance.
facilities of other Federal

agencies will be utilised, in

what ways are they particularly

suttable; are they compatitive

with private enterprise (if so,

explain); and how can they be

made available without undue

interference with domestic

programa?

7. FAA 8611(c). If this loan

involves a contract for con-

struation that obligatics in Not applicable.
exceas of $100,000, will it be

on a competitive basis? If not,

are there faotors which make it

tmpracticable?

Procurement

1. FA4 Qb‘Ollga). Will eom odity
procurement be restricted to U.S. No longer applicable.

except as otherwise determined by
the Presideri?

2. FAA B604(b). Will any part

of this loan be used for bulk No
eammodity proowrement at adjusted )
prices higher than the market

price prevailing in the U.5. at

time of purohase?
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5. PAA 860d(a). Wwill art

of thias loan be used fo:ngrgaure-
ment of any agricultural oammcdity
or product thereof outside the

U.S. when the damestic prics of
such commodity is less than parity?

Other Requirements

1. FAA 8201(b), Is the oowntry
amorg the & countries in which
development loan funds may be used
to make loans in this fiscal year?

2. App.&LOG . Does the loan
agreement provide, with respect
to capital projects, for U.S.
approval of oontract terms and
fime?

3. FaA B620(k). If the loan is
for construction of a productive
enterprise, with respect to whioh
the aggregate valuc of assistance
to ba furmished will exceed $100
million, what preparation has been
maie to obtain the express q proval
of the Congrecs?

No.

This is a continuation
of a multi donor project
and thus is exempt from
country limitation.

Not applicable

Not applicable.
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4. FAA 88620(b), 820(f):
Has the Preatdent &temz‘ned that the

oountry 18 not daminated or controlled

by the international Communiat move-
mert? If the country is a Commmniet
ocowntry (inoluding, but not limited

to, the countries listed in FAA 8620(f))
and the loan is intended for eoomomio
asaistance, have the findinga required

by FAA 8630(f)

bsen made and reported to the Comgress?

5. FAA 8820(h). What steps have
been taken to insure that the loan
wtll not be used in a manner which,
oontrwy to the best intercst of
the United States, promotes or
aseists the foraign aid projects
of the Commmnist-bloc countries?

6. App. 8118 Will any funds be
used tc finance | rocurement of irom
and steel products for wuse in Viet-
Nam other than as contemplated by
8110.

7. FaA B636(1). Will any part

of this loan ha used in financing
non-U.S.-manufactured autonobilea?
If 8o, has the required watver been
obtained?

Swaziland is not a
communi. t or communist-
dominated country.

The loan agreement
restricts use of loan
funds to project purposes.

No.

No.
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8. FAA 88620(a)(1) and ég). 680(p);

- Wiil any asetetance

be furmished or funds made avail- No.
able to the goverrment of Cuba or

.the United Arab Republic?

9. FAA 8620(g). Will any part

of this loan be used to compensate

oumers for expropriated ov nationalised
property? If any assistance has No.
been used for such purpuvse in the

past, has appropriate veimbursement

been made to the U.S. for sums diverted?

10. FAA 9301([}). Jf this ie a
project loan, what provigions have
been made for appropriate partici-

pation by the recipient country's Not applicable.
private cnterprise?

1. App. 8104. Does the loan

agreement bar any use of funds to Satisfied. Loan agree-
pay pensiong, ete., for persons ment will bar such use
who are serving or who have served of funds.

in the recipient country's armed
forces?



12,

13,

14.

- 19 -

MAA & 901,b Does the loan agreement
provide, for compliance with the US
shipping requirements, that at least
50% of the gross tonnage of all
commodities financed with funds made
available under this loan (computed
separetely by geographic area for dry
bulk carriers, dry cargo liners, and
tankers) be transported on privately
owned US-flag commercial vessels to
the extent such vessels are available
at fair and reasonable rates for US
flag vessels, Does the loan agreement
alsomovide for compliance with US
shipping requirements, that at least
50% of the gross freight revenues of
goods shipped under this loan must

be earned by privately owned US-flag
commercial vessels to the extent

such vessels are avallable at fair
and reasonable rates for US~flag
vessels?

FAA Section 481 Has the country
failed to take adequate steps to
prevent narcotle druge from

entering the United States unlawfully?

FAA Section 604,e Has there been
compliance with restriction against
procuring with AID funds agricultural
commodltlies outside the United States
when the domestic price of such
commodity 1s less than parity?

Yes,

No. Swaziland is
co-operating with
the United States
and international
organizations in
the control of

narcotlce drugs,



15,

16.

17

18,

19,

- 20 -

s
App s 102 Have obligations for

engineering and architectural fees
and services over $25,000 on any
one project been reported to
Congress bl.annuelly?

App B 111  Is the loan being used
to transfer funds to world lending
institutions under FAA §§ 209(d)
and 251(h)?

App B 501 Are any of these funds
being used for publicity or
propaganda within the United
States?

FAA 8§ 612(d) Does the United

States own excess foreign currency
and, if so, what arrangements have
been mede for its releage?

FAA B 604(d)  Will provisions be

made for placing marine insurance in

the United States if the recipient
country discriminates against any
marine insurance company authorized

to do business in the United States?

Not applicable

No

No

Swaziland is not
an excess currency
country,

Yes



ANNEX II

BOARD OF MANAGEMENT

GENERAL MANAGER

CREDIT SUPERVISOR(AGRIC)
CREDIT ADVISER

BRANCH SUPERINTENDENT
CLERK = INSPECTOR

AGRICULTURAL LOANS DEPT.

TYPISTS (2)

ADMINISTRATION DEPT.

1

BUILDING INSPECTOR
RENT COLLECTOR

HOUSING/PREMISES DEPT.

| mBaBanz Branch |

r

| manzInT Brancu ].

| ~HLANGANO BRANCH -}

—

1

| sITEKT BRANCH |

| pxeGs PEAK BrANCH|

Manager
Accountant
Sub-Accountant(2)
Check Clerk
Tellers (2)
Clerks(5)
Typists (2)
Credit Adviser

Manager

Manager

Accountant Sub-Accountant
Check Clerk Check Clerk
Teller Teller
Teller/Clerk Clerks (2)
Clerks (5) Typist

Typist

*Credit Advisers(3)

* Field Caravan at

Mahlangatsha

Credit Advisers(3)

Field Caravan at
Mathanjeni

Manager
Sub=Accountant
Teller

Clerk

Typist

Credit Adviser

Manager
Teller
Clerk
Typist

Credit Advisers
(2)

Field Caravan
At Northern
Rural Develop=
ment Area



ANNEX III

Biographic Data of Management

Name: J.D. Owen

SCSB Position: General Manager

Qualifications and Experience: A,C.I.S., A.I.B,, 20 years banking experience
in Great Britain, Southern Rhodesla and South Africa, Agricultural
Marketing Board in Malawi. Appointed General Manager of SCSB at

its inception in 1965,

Name: A. McGuire

SCSB Position: Superintendent of Branches

Qualifications and Experience: A.I.B., twenty years banking experience in
Britain and Rhodesia.
Jolned SCSB in 1965; formerly Branch Manager at Mbabane

Name:R.J. King

SCSB Position: Loan Appraisal Officer (Agriculture)

Qualifications and Experience: A.I.B., sixteen years commercilal banking
experience 1n Rhodesla and Swaziland.
Joined SCSB in 1967, formerly accountant and Branch Manager.

Name: J. Makhubu

SCSB Position; Assistant Loan Appraisal Officer (Agriculture)

Qualifications and Experience: Diploma in Agriculture from Hertford Agricultural
College, U.K.; 3 months USAID-financed course in agricultural
credit, U.S.
Six years experience with the SCSB.

Name: N. Mkwanzi
SC3B Position: Intermal Audit
Qualifications and Experience: Three years secondary school.

8 years experience in the SCSB.

Name: J. Simelane

SCSB Positien: Trainee Credit Advisor

Qualifications and Experience: Diploma from U.B.L.S.
Recently Joined SCSB staff.



Name: I.J. Sole

SCSB Position: Mbabane Branch Manager

Qualifications and Experience: A,I.B. Over 20 years with Ottoman Bank in Rhodesia,
South Africa and East Africa.
Jolned SCSB in 1966 as manager of Manzinl Branch.

Name: J.H.W. Hawkins

SCSB Position: Manzinl Branch Manager

Qualifications and Experience: Quallfied Accountant, 12 years banking experience
wlth National & Grindlays ln Rhodesla. Has been with SCSB for
two years, formerly accountant at Mbabane branch. Branch Manager

for one year.

Name: S.M. Dlamini

SCSB Position: Nhlangano Branch Manager

Qualificatlons and Experlence: Flve years secondary school to University
Matriculation,
Seven years with bank, tralned in various aspects of SCSB

operations. 1 year as manager of Siteki branch.

Name: L.S5. Mtetwa

SCSB Position: Sitekl Branch Manager

Qualifications and Experience: Cambridge Overseas Certifilcate, management training
In Swazlland. Six years experience with SCSB. Manager for 1 year.

Name: S.M.C. Dlamini

SCSB Position: Pigg's Peak Branch Manager

Qualifications and Experience: Government Service.
Eignt years with SCSB.



ANNEX IV

SWAZILAND CREDIT AND SAVINGS BANK

Balance Sheets l/

FY 68/69-72/73

Fiscal year runs from April through March

AScETS 1268469 1969/70 1970/71 l97l{72 1972/73
R R R R R
Current
Cash on hand and
at Bank 5,876 36,245 26,244 14,192 33,404
Call and short notice 100,000 120, 000 465,000 185, 000 -
Other 24,018 14,320 29,338 35,372 84,173
Loans and Investments
Secured loans L7717, 908 1, 5851 985 2,092, 99“’ 3,035, 068 LI'J 257,270
Investments %55, 000 421,200 891,200 827,371 971,082
Fixed Assets
Property ard Equipment 60,656 81,774 107,962 141,732 258, 899
Other Assets 9, 000 25,170 9,000 - -
Total R2,33%2,458 Re, 284,608 R3,621,738 RL, 238,735 R5,004,828
LIABILITIES AND CAPITAL
Current
Savings Bank Deposits 724,556 831,027 1,226,291 1,334,723 1,403,556
Call and Short Notice 430,909 235,298 384,559 382,921 276,518
Other Current (including
Bank Overdrafts) 90,985 82,062 72,900 78,731 314,629
Long Term
Domestic Loans - - 751,728 1,283,322 1,613,459
Foreign Loans 817,400 812,952 836,304 805, 656 961,994
Capital and Equity
Capital 420,184 470,184 470,184 470,184 1,C00, 000
Reserves (151,576) (146,829)  (120,234) (116,802) 34,672
Total R2, 332,458 R2,204,694  R>,021,730  R4,238,735  15,00%,828
l/ Source: Swaziland Credit and favings Bank Annual Reports



SWAZILAND CREDIT AND SAVINGS BANK

ANNEX V

CONSCLIDATED QUARTERLY RETURN OF LOANS AS AT 31,3,1973

CATEGORY NUMBER AMOUNT
SMALL FARMER LOANS
S 1 MAIZE 502 33.696
S 2 TOBACCO 5 537
S 3 COTTON 373 117,198
S 4 SMALL IMPLEMENTS 17 13.824
S 5 VEGETABLES 12 22.425
S 6 OTHER (TABOR) 169 25.155
1.078 212.835
] I
AGRICULTURAL LOANS
A 1 SETTLEMENT SCHEME 27 168.541
A 2 FARM BUILDINGS - -
A 3 FARM LAND 17 166,172
A 4 EQUIPMENT 70 205,674
A 5 IRRIGATION 8 111.657
A 6 CATTLE-BEEF 20 163.673
A 7 CATTLE-DAIRY 13 21.907
A 8 TIMBER 12 197.731
A 9 FRUIT 4 183,302
Al0 CASH CROPS 27 598,486
198 1.817.143
] L - - ]
BUSINESS LOANS
B 1 AGROBUSINESS 8 265,138
B 2 AGROINDUSTRY 1l 7.664
B 3 INDUSTRY 5 145,902
B 4 CONSTRUCTION l l.270
B 5 TRANSPORT 13 63.163
B 6 COMMERCIAL 15 363,024
B 7 FPINANCIAL 4 14:.552
B 8 SMALL BUSINESS 110 77.873
B 9 HIRE PU CHASE - -
157 1,068.586
S b - = ]
HOUSING LOANS
H 1 GENERAL 233 297.812
H 2 CIVIL S5LRVANTS _izi 131.073
223 428,885
GENEIAL LOANS
G 1 Staff 33 40,462
G 2 Personal 22 3.349
22 43.811
GRAND TOTAL 1,790 3.571.440
L - - ]



ANNEX VI

SWAZILAND CREDIT AND SAVINGS BANK

PROJECTED BALANCE SHEETS 19T4-1976

ASSETS

Current
Cash or. Hand and
at Bank
Call & Short Notice
Other

Secured Loans
Investments
Property & Equip.
Other Assets

LIABILITIES & CAPITAL

Current
Savings Bank
Call and Short Notice
Other Current (includ~
ing Bank Overdraft)

Long Term
Exchequer Loans (U.K,)
Swaziland Govt. Loans
A.I.D.

Capital Less

Losses to date
Reserve, for bad debts
Un-negotiated Loans

1974

29,000
140,000
_40,000
209,000

4,600,000
900, 000
250, 000

1,000

5!9602000

1,800,000
350,000

640,728
2,790, T2

735,000
1,283,322
190,000
2,208,322

394,950
46,000
520,000
5,960,000

1975 1976
30,000 35,000
80, 000 120, 000
40,000 40,000

150, 000 195,000

5,200, 000 6,000, 000
1,000, 000 1,100,000
280,000 310, 000
1, 000 1,000
6,631,000 7,606,000
2,000, 000 2,200, 000
350, 000 350,000
640,728 417,728
2,990,728 2,967,728
700, 000 665,000
1,283,322 1,283,322
190,000 190, 000
2,173,322 2,138,322

414,950 439,950
52,000 60, 000

1,000,000 2,000, 000
6,631,000 7,606, 000




ANNEX VII

SWAZILAND CREDIT AND SAVINGS BANK

PROJECTED INCOME STATEMENTS 1974-1976

Years ending »lst March 1974 1975 1976
R R R
INCOME
Interest Income
Loans 344, 000 392, 000 432,000
Investments 45,000 30, 000 42,500
Call & Short
Notice 7,000 6,000 6,000
Commission 6,000 6,500 8,500
Rents Received. 000 44,000 _k4,000
0, 000 E78,500 5%+, 000
Operating Expenses 250,000 265, 000 290, 000
Income before interest
and other expenses 190,000 213%,500 244,000
Interest and other
expenses 171,450 192,000 220,000
PROFIT 18,550 21,500 2k, 000

* Based on the assumption that new funds, not yet negotiated
will be received an average cost of 6% per annum.

The fall-off in investment income 1s caused by approximately
R500,000 to be channelled into the Bank's Head Office building
in Mbabane. The loss of investment income is compensated by a
rise in rents recelved, and a reduction in operating expenses.
The lease on existing rented premises expired in 1973.



SCF 2. ANNEX VIIT Page |

File NOw—— oo - APPLICATION § N? 20066

SWAZILAND CREDIT AND SAVINGS BANK
(Incorporated under Law No. 4 of 1965)

APPLICATION FOR AGRICULTURAL LOAN REPAYABLE IN ONE
SEASON. MINIMUM R50 — MAXIMUM RS500

INSTRUCTIONS

1. Consult a Fleld Officer or Bank Loan Supervisor BEFORE filling in this form.
2. Field Officer to detach Report sectlon — FPage 4.

3. Applicant to submit completed form with R1 to nearest Office of
Bank. FOR BANK USE ONLY

4. Field Officer to complete report section and forward to Officer-In-
Charge of sub-district, Agricultural Department.

5, Officer-in-Charge of sub-district checks Field Officer’s report and
forwards to same Branch of Bank as that to which Applicant has
submitted application,

I.  Full name of Applicant
(Surname last) e e e w4 eman s s e+ s st e s o s o

2, Address . . L ... e e e — v e e

Tax Identity No.

3. Occupation . e s .. Employer... . cis coiiiiimnn 2 SARFY s
4. Name of Chief .. . - . C e e e e i e e e o
5. Chief's Area and District where farm is situated

6. Is land owned by you, leased by you or do you have one of it under Swazi Custom.

7. Do you owe money to anybody?
State “Yes" or XNo"... e m

8. |If the answer to 7 is “Yes", state how much and to whom .. e v e ew e e e e e

e e e . e g EE O oo bere sepresses ssbens

9. Have you previously applied for a loan from the Bank? State “Yes" or ““No’* and to which Branch

10.  Glve detalls of crops (*I"" = Irrigated, “D" = dry land).

Grown Last Season Proposed this Season

Crop Acreage lorD Crop Acreage lorD

10a. State value of crops sold last season R.. ... ... . .o



STATE REQUIREMENTS OF:

SUPPLIER'S NAME AND ADDRESS

LAST SEASON

1.
Seed :

Type

Quantity

Total Cost

Fertiliser

Type

Quantity

Toral Cost L4 b .

Insecticides

Type

Quantity

Total Cost b . .

Other Needs

State what

Quantity

Total Cost

Date required
If not Immedlate

*Total of these amounts to be inserted in question “D" on Field Officer's Report.

T8y,



Page 3

12. Amount of loan required R ... . ... ..o This Column
No. of Value is for Bank’s
13.  As Security | offer Dip Tank Use Only
(State numbers and kind) where held
14, Are any of the above cattle sizaed to you? ... . If so which
1S, We. .. . L .

hereby apply for a loan as set out above. |fWe certify that all detalls given are correct and that the security
offered Is my/our absolute property, Is unencumbered and that [fwe am/are fully entitled to pledge it to the
Bank. |/We certify that there Is no lawsuit or claim extant pending agalnst me/us (n any way whatsoever,
I/we authorise the Bank to make such enquiries regarding me/us and my/our affairs as it may think fit, and
I/we hereby absolve the Bank and any of its officers against any claim, sult for damage or breach of confidence
arising therefrom.

I/WE UNDERSTAND THAT ANY LOAN GRANTED IS REPAYABLE WITHIN ONE SEASON.
Signed by me/us this day of 19
In the presence of:

Witness's

Signature

and
Address

Slg.r.\.ature(s) of Applicant

PENALTY FOR FALSE STATEMENTS: A FINE OF R500 OR ONE YEAR'S IMPRISONMENT OR

BOTH.

I confirm | have received Page 4 of this application and will complete and submit || N.B. This portion

to be completed by
ittothe.... . . .. .. .. Branch of the Swaziland Credit and Savings || Field Officer
Bank. BEFORE
submission to
Bank.

. F/O

. Area,




Page 4
CONFIDENTIAL REPORT

APPLICATION S -No 90066

SUDMICLEd 0. et e et s . BFANCh Of the Bank.

A, Applicant’s Full Name ... e e e

B. Is he a Master or an Advanced Farmer —
Ingert “M" or A"

C. AsaFarmeris he (1) Very good (2) Good,
(3) Average. (4) Poor. Insert |, 2, 3, or 4.

D. Of the loan applied for, R ® is for fertiliser and Insecticides.
Do you think that their use will Increase his ylelds by at least that
amount (n value! State “Yes" or “No”.

$See page 2

E. Have you personally Inspected the applicant's flelds.

F. s Applicant a well respected member of the community?

State “Yes'" or "“No".

JUUL

G, Does he follow recommended agricultural practices?
State *Yes” or *“No".

H. Do you recommend the loan?
State “Yes” or **No".

. If the answer to “H" is *No", give brief reasons

APPLICATIONS BY MASTER OF
ADVANCED FARMERS ONLY

v e | certify that applicant Is a registered Advanced/
Master® Farmer, Certificate No. ... .

..... e+ e e v+ s —— - | recommend/do not recommend® the loan.
(*Delete as applicable).

SIZNEA .. o oo s i s e i« e Signed:..
Freld Officer
— e Rank
In charge District
. Area
of ... C e . Sub-District
. Date Date
LOCAL ADVISORY COMMITTEE
(Delete two of three alternatives)
MinuteNo.. . ........ ... Dated.... . .. .
|. Recommended. 2. NOT recommended. 3. Recommended with following modifications:
s s 1+ s+ + s s w00 s GNBIFMAN,
APPROVED R s v BT 1| SRR | ST %
REJECTED
SOCUTIEY s e s+ st s s e ot o e e oe s .
wne .. Manager,



ANNEX IX

ILLUSTRATIVE SMALL FARMER LOANS

Model 1: 3 acres mailze
1 acre tobacco

Production Costs:

Without Improved With Improved
Inputs Loan Financed Inputs
Maize
Seed - R 3.00
Fertilizer - R 36,00
Pesticides - R 3.00
Tractor/Oxen Hire R 9.00 R 15.00
Bags R 6.00 R 18,00
Total maize costs R15,00 R 75.00
Tobacco l/
Seed Bed Preparation R 7.00 R 7.00
Tractor/Oxen Hire R 3.00 R 5.00
Fertilizer - R 22.00
Pesticides - R 23.00
Sprayer '(R4O-3 year life) - R 14.00
Twine R 1.00 R 1.00 o/
l.abor ~ R 5.00 —
Total tobacco costs R11.00 R 77.00
Total production costs R26.00 R1%2.00
Gross Production Value:
Maize R20.00 R 56.00
Tobacco RT70.00 R220.00
Total R90.00 R276.00
Net Production Value: R64.00 R124.00
Debt Service - __92.00 2/
Net Farmers Income R64. 00 R115.00
($96.00) ($172.50)
Ineremental Farm Income = R51.00
($76.50)
Tneremental rale of relurn = I[neremental value - Incremental
of production production costs
Incremental Production Costs = R186 - 126 _ 48%

12
;/ Without utilization of improved inputs harvested crop is likely to be very small

2/ May be supplied by family
3/ Interest at 6% on R152




Model 2: 3 acres malze
Q acres cotton

Production Costs l/

Maize

Without Improved

Inputs

Total maize costs (from Model 1) R1%.00
Cotton
Tractor/Oxen Hire R 6.00
Seed R 4,00
Fertilizer -
Pestlcldes -
Sprayer -
Twine/DBags R 1.00
T.abor -
Total cotlton costs R11.,00
Total production costs R26,00
Gross Production Value:
Maize R20.00
cotton R68.00
Total RB8.00
Net Production Value: R’62,00
Debt Service -
Net Farmers Income F62.00
($93.00)
Incremental [Farm I[ncome --

lncremental rale of return -

1/ 1 Rkand  §1.50
L_’/ May be supplled by lamlly

2/ Interest al, 6% on K12

R1O3 - RL2H e

~

SWRED

RH9.00
($88.50)

With Improved
Loan Flrarnced Inputs

R75.00

R10.,00
R 4.00
R30.00
R10.00
R14.00
R 2.00
R 6.00 &
R76.00

R151.00

R 56.00
R225.00
R281.00

R130.00

9.00 2/
RIT.00
($181.50)



Model 5: 2 acres groundnuts
2 acres colton

Production Costs: l/

Groundnuts

Tractor/Oxen Hire
Seed
Lime
Pesticides
Sprayer
Bags
Labor
Total groundnut costs

Cotton

Without Improved

Inputs

LI s Ro s
o O
o Ne)
[N )

R 4.00

R18,00

As in Model 2

Total cotton costs R11.00
Total production costs R29,00
Gross Production Value:
Groundnuts R 66.00
Cotton R 68.00
Total RIEE.OO
Net Production Value R10%.00
Debt Service -
Net. IMarmers Income R105.00
($lb7.50)
Incremental fFarm Income - R100,00
incremental raic of return R2s1 - L4l T6%
=TT - (Lw

1/ 1 Rand - $1..0
.2/ May be supplied by family
3/ Interest at 6% on R 160

R 131

($1%0.00)

With Improved
Loan I'inanced inputs

R10.00
R16.00
R18. 00
R 7.00
R14 .00
R 9.00
R1k.00 &/
REH.OO

As in Model 2

R76.00

R160.00

R140.00
R225.00
R365. 00

R205.00
R 10.00 =4

R195.00
($292.50)



ANNEX X

CONCLUSIONS AND RECOMMcNDATIONS OF APRIL, 1973

SHORT TERM SCSB STUDY TEAM

In April 1973, at the request of the SCSB, Mr. Harry Lowe, an AID PASA
employee at that time, as General Manager of the Agricultural Finance
Corporation of Kenya, and Mr, Marcus Winter, AID Agricultural Economist,
conducted a brief study of the SCSB to determine futurc financial
requirements of the bank and any .omanagement practices that should be
charged or introduced to have a more effective agricultural credit

operatlon,

The conclusion and recommendations of the study are as follows:

A. The bank has a strong financial position with an
adequate capital sturcture. The average cost of
money to the bank in 1972/73 was 2.2% with a 6.8%
average return on loans and investments. The bank's
administration has benefited {rom competent management
and administrative costs are average for a developing
bank. The reserve for losses is conservative, but
apparently adequate glven the outstanding loan
collection record of the SCSB. The bank should
consider plans for departmentalizing its activities

(plans under consideration).

B. There are an estimated 30,000 small-scuale farmers in
Swaziland. Loans to small farmers reached a peak in
1968/69 with only slightly over 1,000 loans made. A
target of 2,500 - 3,000 small farmer loans would seem
to be a minimm for the SCSB (SCSB staff agree).



The banks should actively seek to increase its bulk
lending to farmer-associations and cooperatives.
Presently, the hank lends to approximately 20
farmer-associations, a milllng company and two
cotton ginneries who in turn relay the credit to
small farmers (GOS is planning to make greater use
of cooperatives, see recommendations of recent

seminar, page 20),

The bank should revise its charter in order to formally
acknowledge the development banking functions which the
SCSB 1s already performing (under consideration vy the
Ministry of Finance).

The bank can effectively utilize a $ 1 million loan for

sub-loans to small-scale farmers to purchase farm materials

and equipment in Swaziland.

If possible, three banking technicians (loan officer,
controller and training officer) should be recruited to
assist the SCSR as 1t expands (SCSB has recognized the
need for additional staff and has requested that an AID
OPEX agricultural credit specialist be provided).



ENVIRONMENTAL ANNEX XI

The M.0. on envirommental considerations, M.0., 1214.1-B, does not require

a detailed environmental analysis for A.I.D. loans to intermediate credit
institutions since the actual environmental impact 1s indirect and difficult
to measure. This loan will provide funds to the SCSB for on-lending to

Swazi farmers wno in turn will use the funds to increase their agriculture
productivity. The loan will indirectly support a higher level of agriculturc
activity which vill have an impact on Swaziland's environmental balance.

Any increase in agriculture production may change the ecological balance:
Plowing cuts the top-soil and if improperly done erosion results; expanded
crop acreage may oring in new insects and other pests; insecticides can
enter the water table and river system; a higher livestock population may
strip the ground cover resulting in erosion. The above possible problems
can result from any increase in agriculture production. In fact, even in
the absence of this loan there would still be the normal pressure to raise
agriculture production--~to squeeze more food out of the land.

An important part of the loan is the supervision provided by the Agriculture
Field Officer, Cooperative Officer and the Credit Advisor. When a farmer
applies for a loan, he must show that he will have available the recommended
agriculturc inputs - seeds, fertilizer, .nseccticides, etc. The [Field Officer
is responsible to see that proper techniques and practices are used in land
preparation, planting, crop husbandry and harvestirng. This extra degree of
extension advice and supervision should help minimize farmer mistakes or
excesses which could have a harmful ecological impact. Compared to farmers
outside the RDA's, farmers reached by this project will receive expert
advice and will be better abl: to increase production while minimizing
environmental damage.

For Swaziland, agriculture is the main livelihood for the majority of the
people, Agriculture production must Le increased. There is no practical
ulternative if Swaziiand wishes to raise the general welfare and living
conditions of the Swazi people. It is estimated that as a result of SCSE
loans, the averagc Swazl farmer reached by the project will increase his

nel unnual income by R70, #1105, This higher incomc will allow him *o have

@ hipgher standard of living, improved nutrition and hopefully better i.ealuh.
The credit he recelves will nllow him to buy higher yielding sced; * .secticides
Lo combat lield losses und storage losses; and animal disease control
vaccelnations, fences and dip tanks. le needs to produce healthier livestock
and crops free from insect pests. The use of improved agriculture inputs
and techniques ic the only way he can uchieve higher productivity and a
better standard of living.



ANNEX XII

CAPITAL ASSISTANCE LOAN
AUTHORIZATION AMENDMENT

Provided From: Development Loan Funds

Swazliland - Agricult wal Development Loan

Pursuant to the authority vested in the Administrator of the Agency
for International Development (hereinafter called "AID") by the
Forelgn Assistance Act 1961, as amended, and the delegation of
authorlity issued thereunder, I hereby authorize the following:

An amendment to increase the above-captioned loan to the Government
of Swaziland ("Borrower") by an amount not to exceed five hundred
thousand dollars ($500,000) to provide local currency funds for the
provision of agricultural credit to small Swazl farmers subject to

the following terms and conditions:

1. Interest Rates and Terms of Repayment:
Borrower shall repay the funds made avallable under this amendment

within forty (40) years from the date of the first disbursement by
AID of such funds, including a grace periocd which 1s not to exceed
ten (10) years. PBorrower shall pay to AID interest on the unrepaid
principal and any interest accrued thereon at the rate of two
percent (2%) per aunum during the grace perlod and three percent

(3%) per annum thereafter.

2. Currency of Repayment:

Repayment of the loan and payment of interest shall be made in U,S.

dollars.



3. Other Terms and Conditions:
(a) Procurement: Commodities financed under the loan shall have

their source and orlgin in those countriles lincluded in Code
935 of the AID Geographic Code Book.

(b) Other Terms and Conditions: The loan shall be subject to
such other terms and conditlons as AID may deem advisable.

Assistant Administrator

Date
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LOAN AGREEMENT dated the 2lst day of May, 1974, between the
KINGDOM OF SWAZILAND ("Borrower") and the UNITED STATES OF AMERICA
acting ‘hrough the AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.I.D.").

ARTICLE I
The Loan

SECTION 1.01, The Loan., A.I.D., agrees to lend to the Borrower
pursuant to the Foreign Acsistance Act of 1961, as amended, an amount
not to exceed Seven Hundred Fifty Thousand United Staies Dollars
($750,000), disbursed in local currency equivalent ("Loan"), to
asslist the Borrower in carrylng out the Project described in
Sectlon 1.0 ("Project"). The aggregate amount of disbursements

under the Loan 1s herelnafter referred Lo as "Princlpal.”

SECTION 1.02., The Project. The Project shall consist of an
egricultural credit program for small-scale farmers in Swaziland,
f'tnanced ‘ointly by the Borrowev and A.I.D. 'The project ircluders
financing of certaln geoods and services for small-scale farmers and
tiie costs of administering the program, as rescribed below,

{a) As part of the Project, the Borrower will relend the

proceeds of the Loan Lo Swazlland Development and

Savings Rank (SDSB) and require SDSB, in turn, Lo relend to
small-acale Swazi farmers (hereinafter referred to as
"Sub-Borrowers") within the limitations and subject "o the

terms and conditions set fortn in this Agreement. The [irstu
relending of Loan proceeds by the Borrower to SDEB (the "Reloan")
15 Lo be cvidenced by an agreement (ihe "Reloan Agreement"),

wiich shall be approved by A.I.D. pursuant to Section 5.01(c).



-2 -
The ultimate relending of Loan proceeds by the UDSI Lo
Sub-Borrowers ("Subloans") (to be evlidenced by agreemenl:
referred to herein as "Subloan Agreements") shall be
limited to the financing of the local currency costs of
certain goods and services (herelnafter referred to as
"Eligible Ttems").
(b) The Borrower agrees and SDSB shall agree in the Reloan
Agreement o use their best efforts Lo apply, as parl of
the Project, Subloen repayments, together with sueh olhler
fwids from their own resources as may bLe available for tiis
purpose, to the financing of an on-going agricultural credit
program for small-scale Swazl farmers, {nwvoiving a continulng
SDOB nvestrent 1n loans to such farmers zt a level egual to or
greater than the sipunt of wnrepaid Principal uivler the Veloan.
ARTICLE TII
SECTICH 2.01, Interest. The Borrower shall pay to A.I.D,
interest which shall accrue al the rate of two percent (2%) ver annum
tor toa (10) years Tollowing the date of Uhe rirs' disburcemer:
hereunder and at i'.2 rets of three percent (3%) per annum U ereaflte
. thie outstending balance of Principal and on any cdue and urpaid
intereat., Intercat on the outstundirg hzlance shall accrue from he
dote of each respective dlisbursenent (as such date is defined jn
Section 8.03), and shall be computed on the basis of a 365-day v.ar,
Interest shall be payable semi-aznnually. The %1rst payment of interest
shall be payable ne later than six months afler the first disbursement

hereunder on a 'Inlr to he specified by A.LD,
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SECTION 2.02, Repayment. The Borrower shall repay to A.I.D.,
the Principal within forty (40) years from the dale of the first
disbursement hereunder in sixtiy-one (61) approx!imately equal seml-
annual irstallments of Principal and Tnterest., The first Installment
of Princlipal shall be repayabla nine and one-half (9%) years after
the date on which ithe first interest payment is due in accordun.e wiwn
Sectton 2,01. A,I1.D. shall provide the Berrower with an amortizatlon
schedule in accordance with this Section after the final dispbursement
under ‘he Loan.

SECTION 2.03. Application, Currency and Place of Payment,

A1l payments of Inlerest and Principal by thie Borrower herennder
shnall be made ir Uiated States doliars and shall be applied Tirst. to
the peyment of Interest due and payable and then to ihe repayr=n. of
Principal, FExcept as A,I.D. mauy otherwise specify In writing, ail
such payments shall be made Lo th Conurcller, furuey for Inuernat.onsl
Levelopment, Weshington, D, ., HL5,A,, and shall bhe deem<i made wiie
recelved by the Crf'ice of the Jontvoller.

SEXMION 2,04, Prepayrent., Upon payment of all interest and
refunds ihen aue nnd peyuble, the Horrow: i ay repay, withoat
penalty, 2'1 or any pavt ol the Principal., Any such prepavmerr = oaji
he applled to the installments of Frincipal Iu the inverse omuer of

thelr marurity.
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ARTICLE III

Reloan and Subloans

SECTION 3.01., Reloan.

(a) The Borrower agrees to reloan to the SDSB all of the loan

(b)

proceeds and to take all necessary steps to ensure that
such proceeds are thereafter used, applied and admlinistered
in accordance with the terms and conditions of this Loan
Agreement. Upon execution of a Relcan Agreement pursuan®
to Section 5.01(c), the Borrower agrcves to enforce such
Agreement and to carry out the project in accordance with
Its terms, The Reloan Agreement shall provlide that .
SDSB shall repay Princlpal and pay interest Lo Borrower in
Rand or such cther currency as 1s at the time of payment
legal tender in Swaziland., Except as ALIJD. may otlerwiye
agree In writing such repayment of Prineclpal and payment
of Interest by SDSE to Borrower shall bLe made on the sane
terms and condltions and at the same Intrrest rate as the
Dorrower 15 obligated to repay Prineipal and pay Interest
to A.T.D. under ihis Loan Agreement.,
The Reloan Agreement shall further provide, in torr & ¢
substance, satisfactory to A,I.D, ihat the SDSE snall
(1) represent, warrant and agree that Lus operatiovns and
sfTalrs are and will be conducted with due dilige:.z=

and effleiency and in accordance with sound technical,
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administrative and financial practices, in
canformity with the laws of the Kingdom of Swaziland,
and in conformity with applicable statutes, charters by-
laws, regulations, policles and procedures;
(2) agiee to make Subloans in accordance with the
terms and conditions of this Agreement and to use
its best efforts to apply Subloan repayments Lo ‘he
financing of an on-golng agricultural credit prog:an
for small Swazl farmers, as provided in Section 1.02(.:);
(3) agree to furnish to the Borrower and A.[.D. annually,

prior to the end of each calendar year, or at suc
shorterr Intervals as A,I.D. may specify in
Tmplementation lLetters, computer print-outs of SDHOR
loan operations, or such other documentiation ns A,1.D.
may specify In lmplementation [oticrs, showing with
respect to individuals Subloans, such Information and
data as the Borrower and A.I1.D. may reasonably rcouest,
including but not limited to (a) Subloan ldentif!.a:ion
number or Sub-Borrower's iame, (b) date of Subloa:,
(¢) amount of Subloan, and (d4) crop or livesiock
for which Subloan used,

(c) No amendment or malerial modiflcation {o the Reloan Agrecnc-t

shall be made without tne prior written consent of A.I...
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SECTION 3.02., Subloans. The Borrower agrees to take such stens
as may he necessary to assure that SDSB promptly and effectively makes
Subloans for the financing of the costs of Eliglble Items, as .Jclious:

(a) Subloans shall be made to Sub-Borrowers on terms and con-

ditions and at interest rates as shall he agreed upon
between the Borrower and A,I.D, and in accordance wizn
procedures speclfied in Implementation Letters and 1in
accordance wilith the terms and conditlons of thics Agreemen-.
and of the Reloan Agreement,

(b) Except as A.I.D. may otherwlse provide In Implementation

Letters, Sublosns to individual Sub-Borrowersz shall be

made 1n amounisc notl exceeding the amounts presciibed in

(e) On terms and conditions and al intcrest rates as shall be
agreed upon between the Borrowcr and A.I.D. and subjec' te
ccmpliance by SESB with procedures as may be gspecified in
Jmplementation Letters, SDSB may cifect Subloa~s; to Sub-
Eorrowers by means of Joans Lo cooperallves or assonlations of
Swaczl farmers where the purpose ol the latter loans is
limlted to the rinancing, in the aggregate, of a number of
specific individual Sub-Porrower Subloans otlinrwise oliuitle
for financing under this Agreemer.t and the Heloan Agreasica-.,

(d) fhe Borvower warranis and agrees that the Reloan Agreement,
will provide thal except as A.I.D. may otherwlse provide lu

Implementation Leilters issued pursuant to 8ectlon 10.03:
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(1) Subloans shall not exceed five hundred Rand (500R) or
the equlvalent amount in such currency as ls Llepal tena-
er in Svumziland, per Sub-Borrower per crop season, and
(2) At least fifty percent (50%) of the ILoan procceds shall
be used for Subloans not exceeding two hundred fifiy Rand
(250R) or the equivelent amount in such currency as is

legal tender in Swaziland, per Sub-Rorrower per crop seasorn.

SECTI® 3.03. Subloan Policy. Except as otherwlse provided by

specifio provisions contained herein or in the Reloan Agreemen®, the
Borrower shall take gteps to ensure that the policies of the SDSB do
not conflict wlth statutes, policles and procedures ("standards") of
the Borrower. Further, the Borrower shall take steps tn assure that
SDSB shall not apply new standards ln the making of Subloans wi.thout
the written consent of the Borrower and A.I.D,

ARTICLE IV

Speclal Covenunty

SECTLQN 4.01. Borrower snd SDSBE Contribulion io the Project., 't

Dorrower agrees to make or to take all neccscary steps to ensure that
GDSB makes contributions Lo the project, elther in cash or i kind,
which equal in value at least one-thlrd (1/2) ot the amount distripred
under the Loan. Fxcept as A,T.D, mav otherwi.e speclfy in widting,
such contributions in whole or in part may be provided to neet
administrative or capital costs of Lhe Project.

SECIIN 4.02, Validity of Agreement. Borrower represents; -—rot

the making and performance of this [oan Agrecment have been duly
authorized by all necessary governmental authorlties of the Borrower
end do not and will not contravene any law or any contractual

restriction binding on the Borrower.
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SECTION 4.03. Organization, Authority and Operations.

Borrower warrants and agrees that SDSB 1s a statutory authority
within the Kingdom of Swaziland and that. the Borrower will promptly
inform A.I.D. in writing of any change in the nature of SDSB's
operations or of any material modification of anplicable statules,
charter, by-laws, rules, regulations and policies whlch advers -1y
affect the abllity or willingness of th: Borrower or SDSB to ful-
£111 their respective obiigations under this Agreement and the
Reloan Agreement.

ARTICLE V

Conditions Precedent to Disbursement

SECTION %.01. Conditions Precedent to Disbursement. Pricr

to the first disbursement or to Lhe issuance of the rirst Lettecr

of Commitment under tne Loan, the Borrouwer shall, except as A.I.D,

may otherwise agres in writing, furnish te A.T.D, in form and substancs

satisfactory to A.1.D.:

(a) An opinton of the chlef legai counsel of the Kingaom
of Swaziland, that the Agreecment has been duly auth-
orlzed or ratlfied by, and exceuted on behalf of the
Borrower and that 1t constitiutles 2 valid and lepal!ly
blnding obligation of the Porrower In acrordance wi'n
all of its bterms;

(b) A statement of names of the pcrscens holding cr acting
in the office of ithe Borrower specificd in 8Sectlon 10.02
and a specimen signature of each person sperified Ln

such statement;
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(¢) An executed Reloan Agreement with SDSB,

(d) A certification by the Borrower that the conditons
precedent to disbursement under the Reloan Agreement
have been met;

(e) Opinion of legal counsel satisfactory to A.I.D.

(1) that SDSB 1s a duly organized entity existing in

good standing under the laws of the Kingdom of Swazilandi;
(11) that the SD3B hat caien 2ll corporate and legal
actions under the laws and regulations of the

Kingdom of Swazliland and has Pull power essential to

the effective implementation by the SLSB of the I'rolert;
(1i1) that there ave no legal inhibitions to the etfcotie
implementation by SDSB of the Project; (iv) that there are
no pending or threatened actlons or proceedings hefore any
court or agency which may materially adversely affect SDSB's
financlal conditions or operations; and (v) that SDSB
performanoe of its obligation under the Reloan Agreement
will not conflict with or result in any violation of any
agreement, franchise, convession, licensez, permii, decree,
order, astatute, ordinance, rule, regulallon, charwer, or
by-lav;

(£f) Certificd 2opiles of YDI's charter, ry-laws, and other
documentatlion governing the conduct of SD3B's opernt'o:r ,
including the interest rate structure, rules, regulations,
policies, and procedures to be used in making Subloans
ané coples of SDSB's Subloan form or forms if any, and

such :r gtatements concerning the status, operations
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affiliatfon and assets of SDSB as A,I,D, may reasonably
rejuest;

(g) Evidence that SDSB has proper management and possesses
the staffing capabllity and administratlve and accounting
skills to fulfill the objectives of the Project; and

(h) Evidence of the source and availability of funds for the
Borrower's/SDSB's contribution required by Sections 4.01
and 6.02,

JECTION 5.02. Terminal Dates for Meetlng Conditions Precedent

Lo Disbursement. If all the conditions specifled in 3ection 5.01

chall not huve been met withlin three (3) months from the date of

this Agreement, or such later date as A.1.D. may agsree to In writing,
A.I.D, at lts option, my terminate this Agreemen! by gilving writ on
notice to the Borrower. Upon the giving of such notlece, this
Agreoment and all the obligations of the pariies herzunder shall
Lterminate.

SECTION 5.03, No'ificatlon of Meceting of Conditicns Precedeni

to Disbursement., A,I.D. shall nolify the ‘dorrower upon determira*lo:

by A,I.D. that the conditions precedent to disbursemeni specifie: in
Section 5,01 have been met,

SECTION 5,04, Continuance of Representations and Materials

Furnished to Satisfy Conditions Precedeni. Unless A.I.D. ol:erwise

agrees in writing, the Borrower shall continue in force and effe .
for the 1ife of this Agreement, exactly as originally made ¢~
furnished, any representation made or opinjon or agreement furnished

to satisfy a Condition Precedent under this Agreement..
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ARTICIE VI

General Covenants and Warranties

SECTION 6.0l. Execution of the Project. The Borrower shall

carry out the Project and shall take all necessary steps Lo ensure that
SDSB carrles out its part of the Project with due diligerce and elfflcienc:
and in c~nformi‘y with sound financial and adminlstrative practices. It
is the understanding of the parties hereto that Borrower bear: the responsi-
bllity for fulfiliing the representations, warranties, and covenants
herein, despite the fact that SDSB may be in a direct position to effeet
the pericrmance of such undertakings. Accordingly, the Borrower agrees
to ensure the due and falthful performance of such undertakings Ly

SDSB. Included among the chbligations hereunder shal) be uvhe forward-

ing to the SDSB and the entorcemen® thereof of the substance of

various A.I.D. deterudnastions and letters of implementation made or
lesued pursuart to tids Agreement.

SECTION 6.02. Funds and Other Resources to be Provided by Zo:r:sn,

The Borrower shall orovide or ensure that there is otherwilse provided
promptly as needed all funds, in addition to the Loan, and all other
resources requlivd for the punctual and effective carrying out of the
Project.

SECTIN 6.03. Continuing Consultation. The Borrower ans A.I.L,

shall cooperate fully to assure that the purpose of the Loan willl Le
accompllished. 7o this end, the Borrower and A.I.D. shall from time to
tlme, at the request of elther party, exchange views through thelir
representatives with regard to the progress of the Project, the perform-

ance by the Borrower and SDSB of their obligatllons under this Agre s
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and the Reloan Agreement, and other matters relating to the
Project.

SECTION 6.04, Management. The Borrower shall provide and shall
take all necessary steps to ensure that SDSB provides qualified and
experienced management for the Proj)ect and shall take all necessary s-eps
to ensure that SDSB iralns such staff as may be appropriate for zh:z
maintenance and cperation of the Projact.

SECTION 6.05. Taxation. This Agreement, the Reloan Agreem-.nt,
the Loan, the Reloan, and any evidence of indebtedness issued in con-
nection therewlth shall be free from, and the Principal and [nterest
under the respective loans shall be pald withoul deductlon for andd
frec from, any texatdon or fees imposed under the laws in ctfecd
w!thin Swaziland.

SECTION 6,06, Utilization of Eligible Items. IDxcept as AT,T,

may clherwlse agree in writing, no Eliglible Items financed wrier o .-
Toan or the Reloan shall be used tc promote or assist any foreigr. aild
preject or activity assoclated with or flnanced by any countiry aot
included in Code 935 of the A.I.D. Geographic Code Book ar in offant
at the time of such use.

SECTIN 6.07. Disclosure of Material Facts and Clreumstances.

The Forrower reprasents and varrents that all -4 and clr w. i

that 1t has diseclnsed or caused to be disclosed *o ALLLD, in the ~oursoe
of obtaining the Lozn are accurate and complcte, and that 1Lt hac
disclosed or caused to be disclosed to A.I.D., azcurately and com-
pletely, all facts and clrcumstances that might materially affeci the

Project and the discharge of 1i1s obligatlions under this Agreement
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The Borrower agrees to promptly inform A.I.D, of any Facts and
circumstances that may hereafter arise that might materially affcect,
or that 1t is reasonable to believe might materially affect, the
Project, the discharge of the Borrower's obligations under this
Agreement, cr the discharge of SDSB's obligations wider the Reloan
Agreement.

SECTION 6.08. Commissions, Fees and Other Payments,

(a) DBorrower warrants and covenasnts that in connection wiz.:
obtaining the Loan, or taking any sction under or witn
respect to this Agreement or the Reloa:n Agreement, It
has nol raid, and will not pay or ag:ee to pay, nor o
the best of ite knowledge has there boen pald no» will
there be paid cr agreed to be pald by any olher person
or entity, any commlisstion, f{'ee, or other payment of any
kind, except as regular compensation to the Pourrower's
full-time offlcers and cmployees or SDSH's full-time
¢i'ficers and employees or as compensatlion for bonafidr
professional, technical, or comparable services., ‘'me
Borrower shall promptlly report to A.L.l'. any payme:n' or
agreement to pay for such bonaflde professlonal, ‘ee:rnl’cal,
or comparable services to which 1t or SDSEB is a pa»'y or
of whlch it has knowledge (indicating whether suci. paymen<
has been made or is to be made on a contlingent basis),
and if the amount or any such payment is deemed unreasonable
by A.I.D., the same shall be adjusted in a manner satisfaz:ory

to A.I.D,
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(b) The Borrower warrants and covenants that no payments
have been or will be received by the Borrower, or any
officlal of the Borrower, in comnection with the
proourement of goods and scrvices financed hereunder,
except fees, taxes, or slmllar payments legally
established in Swaziland.

SECTION 6.09. Malntenance and Audit of Records. The Borrower

y,

shall cause to be maintained, in accordance with sound accounting

principles and practices consistently applled, books and records
relating to the Project, to this Agrcementi, and to the Relcan
Agreementi. Such books end records shall, wlithout Ylwdtatlon, be
adaquate to show:

(a) The recelpt and use made of funds dlsbursed pursuant to
this Agreemaent, the Reloan Agreemcnt, and the Subloan
Agraenonts;

(b) The eligibliity of the Sub-Borrowers receiving the Subleanc,
Including the eccnomie, technlenl, and financlal analysic
qade witn respect to each apovlication for a Sublcan which
1s subsequently finarced in whole or in part underr the Relom;

(e¢) The {lnanclal condltion ¢t SDSB i the Sub-Bovrowers,
including those in default of payme: & ol irterest or
vepayment of principal; and

(d) The progress of the Project.

Such books and records shall be regularly audited, in accord-

ance with sound auditing standards, for such periods and at
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such intervals as {\.I.D. may require, and shall be maintained f'or
five (5) years after the date of the last disbursement by A.I.D.
or until all sums due A.I.D., under thls Agreement have been paid,
whichever date shall first occur.

SECTICN 6,10, Reports. The Borrower shall cause to be furnished %o
A.I.D. such informatlon and reports relating to the Loan, to the Relcan,
1o the Subloans, and to the Project as A.I.D. may reasonably request,

SECTION 6.1). Review. The authorlized representatives of A.T.D,
shall have the right at all reasonable tlmes to revicw, survey and
audlt the cerrying out of the Projec!, the use of the proceeds of the
Ioan, the Reloan, and Sublvans, ani the Borrower's and SDSB's books,
records, and other documents relaling te the Project, the Loan, the
Reloan, and Subloans. The Borrower shall cooperate with A.I.D. to
facilitate cuch reviews, surveys, and audlts and shall permit
representatives of AI.D. to visit any part of Swaziland for any
purpose relating tc the foregoling.

ARTICLE VIT
Procurement.

SECTIN 7.01, Procurement. Drcept an ALVLD, may othorwlse
agree in writing, disbursements made pursuant to Srction 8.01
shall be used cxclusively 1o finance Sub-Lorrower procurement o:
Eligible Items, the source of which will bhe llmied to Swazilar i,

SECTION 7.02, Eligibility Date. Except as A.T.D., may o<%cralzs:

-

agree in writing, no goods or services may be I'inanced under obe ".our
which are procured pursuant to orders or contracts firmly placed or

entered into prior tu the date of this Agrecement.
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SECTION 7.03.' Goods and Services Not Financed Under the Loan.

Goods and services procured for the Project, but not financed under
the Loan, shall have their source in countries included in Code 935
of the A.I.D, Geographic Code Book as In effect at the time orders

are placed for such goods and services.

SECTION 7.04. Implementation of Procurcment Regulremcnts,

Definitions applicable to the eligibility requirements of Se~tjiore
7.01 and 7.03, and goods and services included in "Eligible Iiem:"
under Section 1.02(a) will be set forth in Implementation Letters.

SECTION 7.05. Reasonable Price. No more than reasonalhle

prices shall be paid for any Ellgible Items financed, in whol~ o

in part, under the Loan, as more fully described in Implemcntation
Ietters., Such 1tems shall be procured on a falr basis in accordance
with procedures thereof prescribed in Implemertation Letters,

SECTION 7.06. Information and Marking. ‘he Borrower shall

glve publicity to the Loan and the I'roject as a program of
United States ald and shall irstruct SDSB to so identify Subloans,
as prescribed in TImplementation ILetters.

ARTICLE VII

Disbursements

SECTION 2.01. Disbursements for Local Currency Costs. 'ipo

satisfaction of conditions precedent, the Borrower may, from t 6 me

to time, request A.I.D. to dlisburse Rand, or such other local
currency as 1s legal tender 1n Swaziland, for Reloan and Subloz-z

in accordance with the terms of this Agreement by submittirg to A.T.1,

such supporting documentation as A.J.D. may prescribe in Implementa: io:.
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lettera. The United States dollar equivalent of the Rand or other
local currency made available hersunder will be the amount of
United States dollars required by A.I.D, to obtain such currency.

SECTION 8.02, Othear Forms of Disbursement. Disbursements of

the Loan may be also made through such other means as the Borrower
and A.I.D. may agree to in writing.

SECTION 8,03. Date of Disbursement. Disbursements by A.I.D.

shall be deemad to ocour on the date on which A.I.D. dishurses lo
the Borrower or its dealgnee,

SECTICN 6.04. Trrminal Dete for Disbuvscment. Except as

A.T.D. moy otherwise agree 1in writing, no comm.tment douments

which may be called for by an agreed form of disbursem:nt under

Section 8.02, shell be issaed In r1esponse to requests rezdivel by

A.i D, after thirty (30) mouths, and no disbursement by any means

shall be made agalnst douvumentation recelved by A.IL.D, after

thirty-six (36) months from ths date of exccution of this Agreement,
ARTICLE X

Cancellaticn and Suspension

SECTION 9.01. Cancellation by the Borrower. The Borrower msy,

with the prior wrliten consent of A.I,D., cancel, by writlen notice
to A.L.D,, any part of the Loan (1) which, prior to the giv iy o°
suct: nolfes, A,I.D, hag not disbursed or commltted ltself to
disburse, or {i1) whinnh has ne' (her veen o iliced tooou e

issuance of [{rrcevocubla letoecs of Credi’ or oftierwlse,
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SECTION 9.02. Events of Dafault, Acceleration. If any one

or more of the following events ("Eventa of Default") shall occur:

(a) 'The Borrower shall have failed to pay when due any
interest or installment of Principal required under this
Agreement;

(b) The Borrower shall have failed to comply with any other
provision of ‘this Agreement, inoluding, but without
limitation, the obligatlion to carry out the Project with
due dlligence and elficlency and in accordance with the
terns of the Rcloan Agrecment.

The Borrower shall have ralled to pay when due any

—
[}
~—

interact or any inctallmant of Princlipal or any other
peyment requlred wnder any other loan ayvreement, any
guaranty agreement, or any other apreement cetween the
Porrowel’ ¢ any of lLs agenclies and 4.1,D, or any of Itg
predecersor agencles;

(d) Any representation or wa.wanty made by or cn behalf of
tire Borrower with respect to obtaining this Loan or made
or required io be made hereunder 1 incorreet {n any
material respect; then A.I.D. may, al its optlon, give -o
the Borrower notice that all or any part of the unrepailc
Principal shall be due and payable sixty (60) days t-ere-
after, and, unlecss the Event of Default Is ~ured within
guch sixty (60) days: (1) such unrepaid Principal and any
s¢crued intnrest hereunder shall be duc and payable
immediately, and (1il) the amount of any further dlsburscmerts

made ‘hen outstanding irrevecable Letters of Credit
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or otherwise shall hecome due and payable as soon as
made,

SECTION 9.03. Suspenaion of Disbursement. In the event thal

at any time:

(a) An Event of Default has occurred;

(b) An event ocours that A.IX.D. determines to be an.
extraordinary situation that mekes it improbable that the
purpose of the Losn will be attained, or that the Borrower
will be abLle to perform its obligations under this Agzreeme:.t,
or that SDSB will be able to perform ils obligations nder
the Relouan Agreement;

(¢} Any dishursement by A,I.D, would be in violation of
legislation governing A,I.D.; or

(d) The Borrowe:r shall have falled to pay when due any interest
or any tnstallment of Prinecipal or any other payment
required under any other loan agreem=nt, any guarai ty
agreenent, or ary other agreement helveen 'he Borprowo:
or any of 1ts agencies and the Goverrment of the
Unlted States or any of 1its agencles; 'Len 4.7.11 mav,
at its optlon:

(1) Suspend or ceancel any cutstanding commitment dorumerss
to the extent that they have not becen utilized <hrous-
the issuance of irrevocable Letters of Credir or
otherwise, 1n which event A.I.D. shall give notice zo
the Borrower promptly thereaflter;

(i1) Decline to make further disbursements, other - =



‘under outstanding commitment documents; and
(111) Decline to issue commitment documents.

SECTION 9.0%. Cancellation by A.I.D. Followirg any suspensiol

of disbursements pursuant to Ssction 9.03, if the cause or causer

for- such suspension of disbursements shall not have Leen eliminazed
or corrected within sixty (60Q) days from the date of such suspension,
A.I.D, my, at 1its option, at any time or timeu thereafter, carcel zll
or any part of the I.oun that 1s not then either disbursed or sukjec-
to irrevocable Ietters of Credil.

SECTION 9.05. Continued Effectiveness of Agreecment, No.with-

standing any cancellation, suspension of dlsbursement, or accereration
of repayment, the provisions of this Agreement shall continue in full
force and effact unitl the payment in full or all Principal ani any
accrued intercst herewner.

SECTTON 9.06. Refunds.

(a) In the case or' any disbursements not supported by valid
documentation in accordance with the terms of thls
Agresnent, or of any disbursemeni not made o1r used in
azcordance with the terms of ‘his Agreement, AVT,L.,
notwithstanding the avatil:hility or exercise of ary of * e
other remedles provided for wnder this Agreement, may
require the Borrower ‘o refund such amount in taited Sta-es
dollers to A.I.D. within thirty (30) days after recelps of
& request therefor, However, In the event that such
disbursement wes orlginally made Im local currency and
if A,I.D., determines that the amount of such refunds

can b to pay the local currency costs of otrer goods
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and services approved for financing under the Loan,

A.I.D. will accept such refund in local currency.

The amount of any refund shall be made available

first for the cost of goods and services procured for

the Project hereunder, to the extent justitied; the

remainder, if any, shall be applied to Lhe installmer ws

of Principal in the inverse order of their maturiry a2 a

the amount of the Loan shall be reduccd by the amoun'. of

such remalnder. Noitwlthstanding any other provision :ir.

this Agreement, A.I.D.'s right Lo require a refund winr

respecl to any disbursement under the Loan chall con' liae

for five (%) yvears following the date of such disbursen nt,
(r) In the cvent that A.I.D. receives a rcfund trom ODSE, or

any Sub-Borrower, coniractor, supplier, or banking

Institution, or from any othe:r th.ird party connec'ed

with the Loan or the ProJect, wlth resp:ct to woorls o

services financed under the loan, and such refund rclea.es

to an unrensonable price for goods or services, or ‘o

goods that did not conform to specificat ions, or "o

services that were ilnadequate, A I.D, siall firs:. make

such refund avallable for the cost of goods and sersl-e=

procured for the Project hereunder, to the extent ius i7ied;

the remalinder, if any, to b~ appllcd 'c *te ipsiallm~-

i

of Principal in the inverse order of their maturity ana

the amount of the Loan shall be redured by the amount of

such remalinder,
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SECTION 9.07. ' Expenses of Collection. All reasonable costs

incurred by A.I.D,, other than salaries of its staff, in connection
with the collection of any refund or in connection with amounts due
A.1.D. by reason of the occurrence of any of ihe evenls specified in
Section 9.02 may be charged to the Borrewer and relmbursed to A.I.T,
inssuch 8 manner as A.I.D. may specify.

SECTION 9.08. Nonwaiver of Remedies. No delay in exercising

or omission to exercise any right, power, or remedy aceruing to A,I.D.
under thisg Agreemeni shall be construed as a waiver of any such rights,
powers, or remedies.,

ARTICLE X

Miscellanegus

SECTION 10,01, Communications. Any notice, request, documen®,

or other communication glven, made, or sent Ly the Porrower or A,T.D.

hh

pursaant to ithls Agreement chall be in writing or by ‘elegrem, cntle,
or radiogram and shall be deemed to have becrn duly given, madr, or
sent to the parly to which Jt is addressed when it shall be dellvere:

to such parly by hand or by mail, Lelegram, cable, or radiogram at

the following addresses:
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TO BORROWER:
Mail Address: Minlstry of Flnance and Eeonomic Planndng
P. 0. Box 43
Mbabane, Swaziland

TO A.I.D.:
Mall Address: East Africa Reglonal Economic
Development Services Office
c/o Agency for International Development
P. 0, Box 199
Mbabane, Swaziland

Other addresses may be substituted for the above upon the fving
of notice. All notices, requests, communications, and documcrt:z
subml tied to A.I.D. hereunder shall be in Enpgl!.:h.

SECTION 10.02. HRHepresentatlves. TFor all purposes relative ho
this Agreement, the Borrower will be represented by the I Wvidna!
holding or acting In the office of the Minlster of Flnance ant Boeonomle
Planning, end A.I.D,, for purpcses of issuing dmplementation Lttt
pursuanl to Sectlon 10.03 or this Agreement, will be represe.: !
individval kholding or acbting in the office of Diiroctor, Fast A:r:
Ragional Economic Development Services Office. Duch indivi lu:ls
sharll have the autrority to designate additicnal representatives
by written notice. In the event of any replacement or other
designution of a represeniative hereunder, the Porrower shall
submit o statement 1 the representative's name and sp--inmen

signature in form and substance satlsfactory Lo A.I.L. Until

recelpt by A.T.D, of written notice of revocation of the auzhori-y
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of any of the duly authorized representatives of the Borrower
designated pursuant to this Sectlon, it may accept the signature:
of any such representative or representatives on any Instrumenl.
as conclusive evidence tlmt any action effected by such instrument
1s duly authorigzed.

SECTION 10.03. Implementation Letters. A.I.D. shall from

time to time 1issue Implementation Letters that wlll prescribe
the procedures appli.able hereunder in conneclion with the
implementation of this Agreement.

SECTIiON 10.04. Termination Upon Full Payment. Upon payme:.:

in full of the Principal and of any accrued lnterest, thls Agreement
and all obligatlons of the Beorrower and A.I.D, under this Loan
Agreement shall terminate,

SECTION 10.0%5. Eifective Date. The Loan Agreemen'. shall

becoms effective on, and the date first appearing above shall be,
pp 8

the date of the lest signature made below.
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IN WIINESS WHEREOF, Borrower and the United States of Anerica,
each acting through its respective duly authorized representative,
have caused this Agreement to be signed in their names and delivered

as of the day and year first above written.

KINGDOM OF SWAZILAWD

By: f%?,?i‘?\::%;-.—--—~

Title: Minister of Finance

7
UNITED GTALLS @r AL iH QA

By:
Title: /47”.331. Lo ol IQ"' A‘&ﬁ.ik‘.ﬂét.:f-;




