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MANAGUA TOAID/ 109 UNCLASSIFIED 2

a, Strangthenir.; Borrower's ogricultural program through improved coordination and
improved effactiveness i technical assistance by Borrower’s various ogencles, including the
Minlstry of Agricuiture {MAG), the Price Stabilization Ageacy (INCEI), the Agrarian Insti-
tute (JAN), and the De relcament instlirute (INFONAQ),

b. Supportingth.c action program of Borrower submitted to CIAP sub~committee on
NicarogLa in January 1968, and

c. Nlcaragua's climinating tts national deficit in food grains, developing feed re-~
sources and providing some surplts margin xit for the needs of un expanding economy.

3. Amendment No. 4 to the Loan Agreement, dated March 27, 1973, deleted the
purpose as statad above and substituted the following:

“The project will contribute to expanding the availabillty of production credit for those
crops grown by the small farmer, meeting the exoanding demand for primary focd and feed
grains, and supplying basic grain rogquirements of other Central American countries.*

4, Comments:

[]
The pummose, o cmanded, has sulsiantially Ssan mast. For suempls, in 22 evelustion

of AID Loan No, 524-L-022 catzd June 24, 19/4 the BNN had this to say:

“IIl, The Relative Success of Loan Objeciives in 1973/74

In 1973/74 the BNN usad nearly one third of the total agro-chemical loan
funds, ot the same time more than doubling the area financed in basic crops in 1972/73.
The number of clients more than tripied, the amount loaned nearly doubled in.the one year
period (see Teble il on the next Doce) Tha larger Increase in clients, outpacing area and
the amount of loans would indicete that the increase wes concenirated in financing small
farmers, which is precnely the vact: 12,008 of tha 12,528 famers finarced in basic crops
in 1973/74 were small jammers financed by the Rural Credit Division of the BNN,*"

A summary of Tat 'e 11l from the same repert follows:
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Table i1l
Basic Crops

Financing Area and Clients
1972/73 and 1973/74

LOANS MANZANAS CLIENTS
1973/74 1972/73 1975/74 1972/73 1973/74 1972/73
(000 of Cordobas)
58,128 30,650 119,198 50,747 12,528 3,831

The BNN evaluation further concluded that the productivity of 8 NN financed farmers
was greater than for non=8 NN financed farmers.,

The volume of production credit availabie for the production of basic food and feed
crops grown by the small farmer wiil continue to be maintained ot a higher level as a result
of the loan, Evaluation of tha loan wes conducted by the BNN, Executing Agent of the

et bl e ada et d Aol N ATA 1t AN sAA v ~m emmem s
Rovomsiine  =o d oyaoigahion u.-,aufi G3Sa wndy ‘5, :/7‘., JUlY 40, 177‘, Qna June <0, '7/4 wer

AR DO TR

submitted to the USAID.

This loan contained a number of conditions, over which the Executing Agent had little
or no control, including level of tax targets and collections and status of the curreni account
surplus which interfered ceriously with the utilization of loan funds and the imaimanicbinn
implemeniation of the basic crops project. When these fiscal provisions, over which the
Executing Agent had no control, were removed from ihe Agreement by Amendment iNo. 4,
the utilization of the loan balance was greatly facilitated.

B. Review of Covenants

All covenents have been substantially mat or conrinuad reporting and monitoring will
be required as expiained in this paragreph and in C below.

1. Section 1.2 The Project
"Borrower will devote funds, equivalent in cordobas to the dollars disbursed under
this Loan Agreement for the procurement of fertilizers and other agricultural chemical

products, to an Increase in the capltal of the BNN, The Natlonal Bank of Nicaragua agrees
to use in the strengthening of its program of agricultural production credit in support of the
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basic crops, an amount no less than the increase In its copital resulting from this
Agreement,”

USAID's review ¢ the BINN cudit report dated December 31, 1973, concludes that
¢60,857,304 hes been r2corded by the BNN in accordance with the intent of the capitali-
zation project. According to the Leon Agreement, the increase in the capital of the BNN
should be equivalent to the amount of dollars disbursed for the procurement of fertilizers
and other ogriculiural chemical products,

The amount of the capitalization project is estimated as follows:

Total emount disbursed $ 9,160,000
Less amount disbursed for technical assistance

and related commodities 290,000
Amount disburzed for procurement of agro=-

chemicals 8,870,000

p——

Amount of ccpitalization project par loan

ogreement 8,870,000
Amount of capitalization project recorded ot

December 31, 1973 8,694,000
8alancs of copitslization dus In 1974,

TDD expired February 22, 1974 176,000

2, Section 4.6 Utilization of Goods and Services

Technical assistance commocdities procurad with loan proceeds continue to be used
for the project.

3. Section 4,9 Maintenance and Audit of Records

Records required by this section shall be maintained for five years from the date of
last disbursement, 3/20/74, or until all sums due AID under this Agreement have been paid,
whichever date shail firsi occur,

4, Section 5.1 3udsetary and Cther Allocations for Agricultural Credit

Borrower will discuss in detail with AID during the course of implementation the al-
locations of agricultural credit to tha varicus segments of the cgricuiiural economy. Further-
more, Borrower's Executing Agency, the Naticnal Bank of Nicaragua, notwithstanding total
disbursement of loan funds following this amencment, will continue on an annual basis to
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increase the volume o credit availability above the level established in Section 3.5
($10,000,000), for fir.ancing Borrower's producers of eligible crops under this project.

5. In accordance vith Section 4,10 of the Loan Agreement, the Bank will be requested
to continue to provide AID an annual financial report, a plon for ecch crop year to include
area goals for each elijible crop, quantities of agro-chemicals to be financed, number of
cllents and amounts of credit expected to be made available for basic crop loans and an
annual summary of loans made for eligible basic crops as definad in loan documents,

C. Review of Reporting Requirements ~ Section 4,10

1. Monthly progress report requirements met.

2, Annual financial report requirements will be satisfied through submission of the BNN's
annual financial report for 1974,

3. Quarterly shipping report requirements will be met through submission of a final
shipping report.

4, Final project report - the loan evaluation report presented to the USAID on June 25,
1972 Uy tue Naifonai Dank o INicaragua is sarisiariory for meering this requirement,

5. Additional reporting requlrements - it is recommended that the BNN continue io
provide AID with an annual financial report, a plan for each crop year, including
estimates oy crops for areas, quantitibs of agro-chemicals, clients and amounts of credit
to be made available for basic crop locans, and an annual summary of loans made for eligible
basic crops as defined in locn docvments. Such information will be necessary to detemine
compliance with the covenant contained in Section 5.1 cf the Loan Agreement, as amended.

D. Monitoring

Residuc] monitoring will remain the responsbility of the Rural Development Officer,
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