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EXECUTIVE SUMMARY

Organization of the Survev

In Chapter T an examinaticn of the Bance de Fomento
Agropecuario (BFA) development in order to establish the
principal reasons of institutional and financial type that
have affected the entity and the result of the adopted
measures. In Appendix A the corresponding details are made
available.

Chapter II has the principal objective of examining the
credit function, or the basis of the attended sectors, the
sources of financing and respective costs, originating
options to define the role of the BFA. Additional
information is provided in Appendix B.

Chapter IITI contains an evaluation of the loans Portfolio
and proposals for 1its drainage and eventual measures for
recovery.

With the purpose of having additional information fer the
taking of decisions on the role of the BFA, in Chapter IV
the principal results of the yields and costs activities of
the BFA are presented, on the basis of the analysis
contained in Appendix C.

In Chapter ¥V, 1n addition to presenting data that indicate
the credit demand, the environment scrrounding the BFA, the
necessary recgulrements for the financial intermediatiocn are

estakblished from one cf the possible opticns that define the
missicn cf the BFA.

In the development of the job, the terms of reference were
taken into account, the communication from the Central
Peserve Bank to the BFA and other notes sent on the survey.

For the focusing of the job, we used the concept of a

ruRmi-Rg—business. It wac necessary t2 cxamine the whole of

the Bank’s activities.

FeG ConccA)



Findings of the Survey.

1.

Institutional and Financial Aspects

Financia Position. The value of the financial

resources received from international organisations and
agencies in the 80’s, was deteriorated due to the
devaluaticn of the naticnal currency, application of
negative interest rates and lcss of loans of doubtful
recovery. 1In addition, the institutional solvency of
the bank was afrect

Financial and Institutional Actions. Since 1990, the
BFA recorded in the Dbocoks the exchange losses, and
achieved that the government absorb the debt in foreign
currency, constituted wvaluation reserves for the loans
of doubtful recovery, and is retiring from the activity
of selling agricultural materials and mercrandising of
grains. In addition, 1t received government bonds for
¢227,845,000 for <the sale of the Portfolio to ISTA,
including delinquency lcans cf the Agrarian Reformed
Sector of Phase I.

Level ¢f Credit Operations. Currently, the BFA 1is an
entity that, based on cash novements, handles
disbursements and recuperations of loans in the levels
of ¢450,000,000 annually and covers with the income
from interests and services the financial and
administration expenses. The operations level no longer
keeps a relation with the number of personnel.

Legislation of Fipancial Institutions-Solvency Reguire-
ments. As a result of the measures adopted, the BFA
abides tc <he financial sclvency &oculremenfs demanded
by the Banrs and Financial Instituticns iLaw.

Global Progranme cof ultisectcer Credit. Cn the zubject
of the Glicbhal Programme cf Multlsector Crecit, financed
with <the resources of the Interamerican Development
Bank (IDB), a ccnsistent demonstration with the credit
activities of the BFA would indicute that at the level
of agricultural credit type commerclal bank, reformed
sector and including those non agricultural, that the
bank could neet the criteria of eligibility related
with: financial solvency, cperatilon costo and
eventually thzose of Portfolio delinquency.



Credit Activitv

Respecting levels of disbursements and recuperations,
the BFA handles a revol ing Portfolio of ¢529,000,00C.
The standstill situation of Portfolio E, the
refinancing and the sale of the Portfolio are factors
which have contributed to having limited the credit
activity.

The BFA 1s giving rpreference to the granting of 1loans
to the agricultural commercial bank tvpe, without this
deriving from a defined nolicy, evcepting the
opportunity to place the resources 1in big operations.
These operations absorbed 41,4% of the grants in the
year 19%1. The amount cf 27 borrowers received 81,4% of
the quantity given to the sector, especially for
coffze.

The decision to grant loans of the commercial bank type
would be detrimental for the attention given to the
traditional small farmer that received 20,5% of the
total granted in 1991.

The sources of financing of the «credit activity
demonstrate that <there 1s no active policy on
movilization of resources for the financing of the
agricultural sectcr, depending on a relatively high
degree on funds trom the Central Reserve Bank, even to
attend the Traditional Small Farmer who has the
characteristics of loans for subsistence.

There

is no clear definition for the employment of the
deposits

from the public.

Tipifyving the credit activity. The tip!
the crediz activity denmconstrates that |
a direct relazicns with the avails:
financing and the cpportunity of usir
The funds used totalled ¢52%,699,000 1in

vpe. Absorbed
re financed by

- Agricultural Loan ccnmnercial bank t
31,3% of the funds used which oY
79.7% from BCR lines. The bull wa

granted 1in

s
operatiocns for the financing of the coffece crop 1in
an average contraciing of ¢9,8370, )

- vl lcanc %o traditics T anall farmer.
(A o5 ‘unds usact D onancing ltcelf
W1llh récCuperacscns ohd In 52,a. w.in £l 2ines,



Knowing of the high transaction cost, it would not
be desireable to use resources from the BCR.

- Reformed Sector. Absorbed 25,5% of the disbursed
amount which was basically financed with resources
from AID.

- Non Agricultural. Include basically two
categories: (1) Loans to small and micro
enterprises; and (2) refering to large contracted
amcunts, operations of <coffee mills and to
manufacturers of animal feeding, using all the
range of financial resources. To this sector 20,0%
of the total disbursed was assigned.

The analysis made in Appendix B of the Report,
establishes that there is an inclination towards
commercial bank type operatios.

Recuperations. In relative terms, the Traditional Small
Farmer contributed with 24,4% of the loan recoveries
for the year 1991, being this slightly above the
disbursed amount, which did not occur in the other
attended sectors.

Basically, an absolute and relative balance is achieved
between the amounts disbursed and the recuperations in
each sector attended in the credit activity.

Delinguency. In 1991, a delingquency of ¢60,674,000 was
generated, which represented 11,5% of the disbursed
amount ir the vear of ¢529,69%,000. The 44,7% of this
delinquency coriginated frcm the Traditional Smaill
Farmer sector, feollowed by the Reformed Sector with

8% The remalning amount corresponded to  the
Agricultural Commercial Bank Type Loan Sector with

I
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and the non Agricultural with 14,4%.

Credit Tisk It 1is to be not<d that the BFA has not
developed, on the basis of ecxperlence, mcthods to
establish the «credit risk of 1its operations and
consequently the maximum that would be acceptable.

For the effects of this survey, a credit risk was
determined on the basis of the experience accunulated

during filve vears frem 1%77  to 19¢1, from which
resulted a rate that would rarce from 8,0% to tine small
farmer ard <¢f 6,0% to tr: commercial lbank  ype
ceraticns.  The reformed ~- = r, accerding to the
appllcac.on tuta Of Cla55ii 4.y «2JK Asocis WOUl JCEach

2,7%.



Adninistration Expenses.

Using the more conservative criteria than the yield
analysis made in Appendix C, the administration

expenses for the loans operations were established.

The adninistrati

by cthe l:ine ions with %the highest propecrtion

n expenses of the 3FA are integrated
. .

the agencies. The line evypenses applied to the credit
bl

activity tTotalled 187
exrenses wWere CI3

Of€fic

in 1G%1 ¢46,760,000 and <the grne*al
,306,000, which correspcnd to the Head

This cvernead could be reduced in case cf eliminating

the mnarginal activitlies that <the BFA carries

without taking into consideration the Creation Law and

the operating and infcrmation reqguirements from
financing craganisations, including the BCR.

overhead would indicate that there 1is a personnel
installed capacity not being used in productive work.

From the examination of the distributio of
administration expenses for the year 1991 to
sectors tipified in the credit activity, we

establish the following cost distribution on the basis

of the contracting amounts <{ the loans.

(In Thousand Colones)

Conzeacted Admin

Loouee Expenses

Ameuitt % Amount %
Agricultural
Commercial Bank
Type Sectors 325,211 «1,1 5.503 §,8
Reformed Sector 185,738 23,4 9,786 15,7
Non Agricultural 120,577 15,5 5.290 10,1
SUb-TO?Ql o2 l4c 50,0, C27.5%0 4,0
Traditional Small Farmer [5§,174 20,0 40.7%¢ 45,4
Total TerUIT) o0 ST IUUTT

-

From analysing the distribution of the administration

expenses, this indicates the following:

- ~ - : B
Traclticna.

rall rfarmer Absorbs 65,4% of the total

ninistration expenses, being per Colon dibursed

(¢C0.34

~—

.

- Acgricultural Comnercia. Ban¥ Type. The cost

Colon disbursed is of ¢0.03. This would explain

the inclincation of the BFA towards



operations, including big non agricultural loans,
that as mentioned before, are of agricultural

type.

- Reformed Sector. In Phase I, the behaviour 1is
similar to the Agricultural Loan Commercial Bank
Type and those of Phase III the same as traditional
small farmer. On the average, the cost per Colon
disbursed would be ¢0.06.

- Small and ilicro Enterprise The cost per Colon
borrowed would be similar to the small farmer.

Definitely, there are two functions: the big loans and
the small operations without an intermediate
concentration that decreases the credit risk and
extreme administration expenses. In the attached chart
we can appreclate this variance.

Yields of the Credit Activity '

With the purpose of helping in the decision making on
the rcle of the BFA, a statement on the operation
results for the vyear 1991 on the credit activity was
made, according to the tipification made which appears
in the attachment to this Summary. The income and
expenses on 1interests are on the basis of cash which
better reflect the operating reality of the BFA.

In summarized form, the date are as follcws:
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The yields analysis shows the following:

- Administration Expenses. The administration
expenses corresponding to the attention to the
small farmer 1n comparison with the 1level of
disbursements are excessive.

- Absorbinc Administration Expenses The expenses
that come from the attention to the small producer
are apbscrbed with the operating margin from the
other credit activities.

- Net Income The net result due to the charges for
loss estimates of loans of doubtiul recovery,
would be negative in 1991.

Loans Portfolio

The BFA has classified its assets at risk and has
constituted valuation reserves that reach 42,6% of the
total of the lcans to be collected for ¢929%,749,000. It
is estimated that the BFA has fulfilled the process of
establishing the provisions for these reserves, which
reflect an accumulated result.

Only 30,3% of the amount to be collected is classified
in groups & and B. It was given more importance in the
survey to the analysis of Portfolio E that amounts to
¢329,096,000.

Application of Reserves. Due to the dagreat amount of
loans and the ished procedures, the system of
applicaticn of es, naespite the e¢lilorts made, 1is

scarce.,

in the loans

Draining of thne Portfciic. In order =o drat

Porticlic and ach: 2 a nore realistic zsro2sentation and

with operztin tives, 1t is concldored:

- Recordinag_ _+he Portfolic Transfer the Portfolio E
TO order acccuntits.

- Aéministravicn., Administer  Portfzclio E  in  a
separate manner and design a collections
programme. It weo <ostimated that :rom the total to
be collected JTor  ©430,%925,000, -vhich 1includes
capital arnd intu*c;:s, 30,4 cruivalent to
SI20, %70, Ll it e rocoverad,

This does not imply an alternative, that the BFA could
be assimilated to the Draining and Strengthening of the



Commercial Banks Law. In the survey it is recommended
to give emphasis to the recuperation of the Portfoljo.

Costs and Yields of the BFA - Appendix C of the Report

(a) Credit Activity. There is an excess up to the
level of administration expenses and interests,
after the application of the direct and indirect
expenses ot the activity.

The following has to be pointed out:

- The administration expenses cf the Portfolio
(disburscments, recording and collection),
are excessive),

- The average cost of granting a loan of up to
¢50,000 was of ¢833 and upon adding a 40% for
administration expenses it would give a total
of transaction costs of ¢1,173.

Supposing an interest rate of 20% and placed
during the entire year, this would result in an
interest income of &51¢ and therefore an uncovered
amount of ¢654, which mnultiplied by 17,263
operations, would give a total of ¢11,2%1,000,
which would be equivalent to a social contribution
to the country.

- The average granting cost for loans over
¢50,000 would be ¢8,059 due principally to
the high cests originated from the

organizaticn . structure of the BFA  that
results from the stiffness of the Creation

Law.
{(b) Services ¢ -he Commercial PBanking Svstem. The
contributicr tc the fina: creratisn results was
marginal. It is estimated <hat +he 3FA  could

;
retire from these services, also taking into
account that it could not diversi Y the placing of
its resources. Eventually it could be dedicated to
the collection of 3avings deposits. This confirms

the preliminary appreciation of tro BCR.

() Sale of Agricultural Materi ale and Merchandising
of Grains., 7 o activity allowed to alosorb part of
the general . upenses (overncad), The vield in 1691
was ninimal

The BFA is retiring from this activity.



Definition of the Role of the BFA in the Aqgricultural
Financina.

For the definition of the options for the restructuring
of the BFA, we begin wi*h the examination of the credit
activities in the year 1991, which is representative
also for the year 19¢2.

Basic Criteria

Policies. The Banks and Financial Institutions Law
recognizes a government participation in the financing
of the production, through entities such as the BFA. In
addition, the Agricultural Sector Strategy points out
that the agricultural foment banking system will
specialize in the capitalization loans that will allow
to incrzase the production capacity and the financing
of small and middle producers.

Agricultural Credit Demand. The data obtained, that are

of an indiciative manner, point out that there wculd be
a margin for the formal financial intermediation
through the credit offer.

On the other hand, the participation of an entity such
as the BFA, capable of carrying out specific tasks in
the process of the naticnal reconstruction, is
required.

Installed Capacity. The BFA counts with a network of
agencies, personnel and procedures and experience
llable to be used. The current restriction consists of
the availability of the financial resources.

cncial Basis of the BTA. The accounting cs

F ' - C4062,462,000. lonetheless ¢25

€ standstill in geovernnent konds (18
Extraordinary Assets (5,728,000), and Fix
(92,673,000), which woculd give a net g
¢174,764,000 without taking 1intc consideration the
refinanced Portfolio such as the FFRAP for
approximately ¢85,744,000.

oot

Due to these standstill amcunts, the financial basis
fco an ipstitution lire <he 2F3, can be qualified as
pr -zaricus. The correspcndence  tetween assets and
ok:iigations iz somewnaT 2uoeossd, if eweluded Ircm the
CoOoSULNTITRS 25 T Poril Lol 2lassiiled as C

10



Options on the Role of the BFA

In any option that is adopted, it will be required to
develop an operating mode of the BFA compatible with an
assignment of the finzncial resources available and the
entities perspectives.

(a)

Specialization in Attention to Rural Small
Enterprisers.

The customers of the BFA of this type are
doninated by farmers that could be qualified as
subsistency.

The main impact would be given by the financing of
the administration expenses and the credit risk.

Additional sources of financing would be required
than the current ones to increase coverage.

In the definition of this role we must consider
the following:

Interest Rate. It is not considered acceptable -
that an institution such as the BFA fix an
interest rate for the attention of the small
farmer that is above the market rate.

Financial Resources. The financial basis of the
BFA does not offer a perspctive to increase
coverage. The tanking Portfolio is financed with
resources from the BCR in a large proportion. A
Portfolio of ¢120,000,000 would bhe handled, if i
has the support of the BCR.

administration Es«penses. From the administraticn
eéxpenses assignel to this activity in 1991 for
€40,796,000, the greatest burden would be given by
the direct expenses from the banking adgencies
which amounted to ¢32,202,000.

Considering the established credit risk for this

activity (¢9,611,000), the financial expenses
(¢7,579,000) and the operations level, to obtain a
balance betweern lncome and eMpenses, the
administration e:zenses would have tc ke decreased
TO0 ¢4,208,000 i would represent 2,5% c¢f the

amount disbursecd ‘n 1991.

11



(b)

To obtain <this balance, considering only the
banking agencies and on the basis of the
administration expenses, that are dominated by
personnel expenses, the number should not exceed
130 officials to handle all 22,149 loans
contracted in 1991, that is 170 operations for the
total number cf employees.

This level of efficiency would be difficult to
obtain.

This option, therefore, would not be feasible.
Yet, 1if the function should continue, it would be
necessary:

- Minimum Banking Loan. Establish the amount in
relation to the administration cost,
intermediatio and credit risk and ensure a
satifactory volume of operations.

- Sustenance Loans. In order not to erode the
financial base of borrowing, agree on the
method of financing the administration
expenses and the credit risk.

‘A bank of this type would have difficulties to

agree with the resources of the Central Reserve
Bank and would result in a financial dependency on
the government.

Specialization in the Reformed Sector.

In principle it would be financially viable.

The reference for this option would be the
assigned area to the agrarian reform which is of
approximately 280,000 hectares and the area
financed by the BFa in all its activities, which
is approximately 140,000 hectares.

In terms of administration costs, this option,
although considering the characteristics of the
farmers of Phase III, would be viable and could be
considered as a specialized entity for the
attention to the reformed sector. It would handle
a Pertfolio of approximately ¢150,000,000.

12



(c)

A combined attention to the small farmer and
reformed sector could be considered, which would
offer some advantages in terms of the financing of
the administration expenses, but a budget support
from the government would always be required.

Amnlz2 Definiticn.

The operations of the agricultural loans
commercial bkank type, although including financial
costs, make a pesitive contribution to the global
results of the activities of the BFA.

The option would consist of not imposing
restrictions to the field of action of the entity,
giving it the possibility to compete with the
commercial banking system within the certain
limits of the financing policies, that will nct
make the reformed sector and the small farmers
compete with the borrowers of the commercial bank
type.

The mission of the BFA withir this option would
consist of contributing to fomen:t the agricultural
production and productivity threough three
operating mecdules of financing: loans commercial
bank type; reformed sector and small producers.

The advantage would be through uniform interest
rates, subsidize 1in fact the less profitable
operations, within the terms that could be agreed
with the CGovernment, in order not to deteriorate
the financial capacity of the entity.

This cption, which 1s considered the most
convenient, voula oifer better oppcrtunities of
develcpment tc the bank, if and vhen:

- Sustenance Loans Agreements oare reached in
the form of financing of <the granting
expenses that the BFA could not absorb.

- support from the BCR. Define margins of
internediation on the bas’s of the operation

nodes cf the credit activizy.
- Own FEffz-r=. That the BFA cortribute to <*he

defin:<izn <7 ivs mission and adopt concrete

-y~ . - e Y - .
PRORS- 0 S B PO R el o8 leld - - e~

guarantee of its 1natluu*1onal stability.

¢

13



The fcllowing aspects are considered relevant:

Creation Law of the BFA Should be modified in
order to overcome rigidity.

Legal Faculties. Are related with the capacity of
establishing judicial demands for the collection
of loans and recuperation measures. This limits
the financial intermediation.

Procedures. Simplifying and regulating the
granting of loans.

Participation of the beneficiaries in the granting
of loans. Explore the feasibility of organizing
auxiliary credit institutions linked to the BFA.

Government Programmes. Transparent reguirements
respecting the responsibility of granting loans,
recovering, credit risks and financing costs. This
refers especially to the activities of the
National Reconstruction Programme.

Agricultural Debt. The agricultural and the
banking debt must be given attention, especially
in the Reformed Sector, in order to achieve a
stability in the companies.

Evaluation of the Programmes. Establish groups of
evaluation independent from the BFA for the
evaluation of the programmes.

If an anple role for the BFA is accepted, a Work
Plan has been designed to be developed by the
bank. The Plan is attached to this sunmmary.

14
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BANCO DE FOMENTO AGROPECUARIO

A. DEFINITIONS

The condition of the BFA, both financial and institutional is a
structural one. The problem is not to solve a temporary crisis.

B. ASSUMPTIONS

Financial Resources

(a)

(b)

(c)

(d)

(e)

(1)

(9)

The BFA would not receive financial rescurces comparable to
the 1980's.

The increase of the resources for lending will depend on:

Internal Effort
- To collect a proportion of the Loan Portfolio E which
amounts to ¢430.925.000 including principal and interest.

- The selling of government bonds in the amount of ¢
188.296.000 received in exchange for the portfolio sold
to ISTA.

- The selling on a cash basis of the warehouse and silos.
The BFA will not immobilize financial resources needed
for lending activities.

External Resources

- To qualify for the use of funds available in the multi-
sectorial global 1loan. The purpose: capitalization
credit.

The BCR will continue its policy of supervised line of credits
including the establishing of a rate of interest to the final
beneficiary.

Lending Operations

The lending will be czrried out by means of supply within
working programs, which will allow for the measure of the
contribution to the agricultural development.

The BFA will make only loans related to the agricultural
sector.

Government programs will be handled in the form of trust.
Transparency will govern the agreement with donors, related to
credit risk and billing of administrative cost.

The BFA will continue the lending to the small farmer at the
subsistence level within an understanding with the government
and BCR about the transaction cost and credit risk.



(h)

(1)

(3)

(k)

Financial Administration

The BFA will discontinue the marginal operations such as
banking service and small and micro enterprises.

Design of a plan for the staff re-deployment.

Participation of the Beneficiaries of the Lending Activities

Promote the establishing of local auxiliary credit
intermediaries within the framework of BFA. A feasibility
study will be needed.

Programs Evaluation

The BFA will foirm external evaluation groups for each lending
program.



5.

C_WORKING PLAN

Activities
Modify the by-laws.

Legal capability for
loans collection

Design of operating
lending programs.

Lending Function

Improve the presentation
of the financial
condition.

Actions
Form a working group.

To make recommendations in

order to ensure legal
capabilities for the selling of
rural properties; legal

collection in the reformed
sectors and debt reduction
arrangements.

Restructure the planning unit
into a program and evaluation
office.

Design lending programs.
Design evaluation procedures.

Credit Requlations. Design
rules and regulations for
lending activities for each
program including eligibility
requirement.

Administrative Cost
Established a procedure for
automatic granting of credit.

Promote the organization of
solidarity groups.

Simplify the contracting of
loans for seeds and fertilizers
by means of a note.

Staff Assigning the branch's
staff to the lending programs.

Loan Portfolio E Transfer it
to extra accounts including the
FFRAP portfolio.

Sources of Loans  Financing.
Re-classify the sources of
lending financing of funds
provided by international
agencies previous an agreement
with the lenders.




6.

7.

8.

Mobilization of Financial

Resources

Financial Policies

Marginal Operations

Income Statement. Show the
income statement 94 lending
programs.

Loans Portfolio E. Put in
place a working plan for the
recovery of Portfolio E

including personnel, goals and
an activity schedule.

Government Bonds Sell the
government bonds.

Multisectorial Loan. Made
arrangement for the
qualification of this line of
credit.

Silo and Agricultural
Warehouse. Sell on a cash
basis,

Design a policy for the
utilization of BCR 1line of
credits in accordance with the
BFA's transaction cost.

Established the minimal amount
of loan to be made.

Prepare a plan for the recovery
of administrative cost of the
subsistence loans and
government programs.

Commercial PRanking Services.
Made a cost-benefit analysis
related to the lending customer
in order to determine the
convenience of continuing with
these services.

Saving Specialization. Make a
market study in order to
establish the possibility of a
specialization in saving
deposits.

Small and Micro Enterprises.
Seil the loan portfolio to an
officiail entity or to a
commercial bank.




Extraordinary Assets. Maintain
it on a cust-benefit basis.
9. Information System
Simplification Create a data bank previous to
an audit of the information
system, both for internal use
and external requirement.




REPUBLIC OF EIL SALVADOR
BANCO DE FOMENTO AGROPECUARIO
EVALUATION OF THE CREDIT ACTIVITY AND ROLE
DEFINITION OF BANCO DE FOMENTO AGROPECUARIO
IN THE _AGRICULTURAL FINANCING

I-BACKGROUND

Legal Frane and Functions

The Banco de Fomento Lgropecuario (BFA), formed in
1973, 1s an official credit institution, that has as
fundamental objerctive:

- Create, foment and maintain financial facilities
and related services, necessary to contribute to
foment the agriculture; and

- Serve as financial agent to the organisations in
charge of developing programmes for the social
welfare and reforms to the agrarian structure. For
this objective, it will receive the corresponding
resources and sign the agreements necessary with
the crganisations in cherge of administrating such
programnnes.

To achieve its objective, the BFA handles in separ-ate
accounts the banking operations; the foment, which
consists of granting loans to agricultural producers,
small and mecdium, in accordance with the special
regulations, even in those cases where <they are
economically unable to, give real guarantees; and trust
operations,

Currently, Tha FA nust adjust itself to  the
regulronenTs o the Banxc and Firancial Institutions
Law, appreoved in April 16001

In Appencdix A& o!  this document, institutional and

financial aspects ol the BrA are presented, of which
the most cutstanding are the fcollowing:
a. Oraanisation_and Persconnel

Pl R N

Modifica“inns bhawve reen made o the orcanisaticn

structure  in Z“W”, with the purpose ci  hketter
defining e functicne in Lhe m2in offices. It is
conacldere o uhoar the B3R noeraonrel o which totalg

AR - e e .o e e ey v e b Y

.« o MO i I
soclal beneiits. Of this personnel, a total of %05
are posted at the main offices ard 972 at bank



agencies. The financial position of the BFA in
1992 compared with the year 1991 has improved in:

- Having paid the debt wi*h the Government, as
a result of the capitalization of its
obligations in foreign currency, with

gevernment bonds in the hands of the BFA; and

- Certaln stability in the provision charges
for loans and doubtful collection accounts,
which affected the vields of the institution.

Nonetheless, the ewamintion of the results of the
BFA during the years 1991 and 1992, on the basis
of the cash, show that the 1ncome resulting from
interests and other financial products were not
sufficient to <cover the total interest and
administration expenses. The negative opeation
margin was covered with other income for services
rendered, principallv reaulting in an excess
amount of ¢4,273,000 in 1991 and ¢154,000 during
the 10 month perlod that ended on 31lst October
1992, as funds provided for the operations.

In addition, it 1s evident from the analysis on
the basis cf cash, that the loans disbursements as
well as the cepicdfS ov‘/pa:a-%ens are located in
the order of ¢450,000,000 annually, which can be
considered as the current operations level of the

BFA.

Operaticns

a. Credi* ictivity
In the credlt activity cI the BFa, the financing cf the
basic grain oduction stand out, followed by ewnorts,

ral financing, the reformec¢ and non
e attended, which are definitions
ownership oi the land.

Within the acricultu
refcrned sectors ar

The BFaA alcc grants lcans of non ay:icultural type,
includirg the financing of micrz enterprises

b. Merohandicing
A A e oL S A o e s U [ohab i a BFA

carried out activities of stocking grains and selling
materials, such as fertilizers. In addition it has

o



handled, as commissioned by the Government, the
Strategic Reserve Programme of Basic Grains.

c. Deposits from the Public

The BFA receives deposits from the public in current
accounts, savings and term deposits. The wvolume
received by the BFX, as compared with the total of the
banking system 1s minimal.

d. Sources of Financing

In the development of the financing of the activities
of the BFZ, we may point out the following:

- Loans granted by the Interamerican Development
Bank (BID), during the period 1976/1985% for
US$121,800,000; which include US$45,900,000 in
1980, for the financing of the reformed sec:or;
and US$15,600,000 in 1982, for the construction of
warehouses and silos.

- From the Agency for International Development
(AID), destined for the financirg of the reformed
sector, 1in accordance with agreement 519-0262

between AID and the Government of E1 Salvador, 1in
July 19€0. The BFA used funds from the programnme
for US$84,500,000. From the agreement 519-0307 for
the same purpose, the BFA used funds in the form
of renewed discounts from the Central Reserve
Bank.

- From the International Fund for the Agricultural
Develorment (FIDA) DEG USS$:,050,000 1n 192= for
the financing of investments and working capital
for  individual and corporate exploitations cof

micrc preducers cof the tradizicnal secter; and
- With the financial support of Kreditanctalt Fur
Wiederaunibau (KFW), the BFA carried out, starting
£ 1505

in 1986, a programme of micrc enterpri

Part of the resources from these programmes were
received ir the fcrm of capital contributions from the

Government and 1n others the BFL acted as besrower. The
BFA obligaticns in foreoign currency were assuned by the
Government c¢r El Salvador in Joly o 1991, with lue
balances zt Zict Deocember 1927,

D
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can be noted t‘at the BFA recelived gubstantlal support,



from the Government of El Salvador as well as from the
external financial agencies, especially in the 80’s.

Impact of the Operations on the BFA’s Financial
Position

The factors that affected in a negative manner the
financial position of the BFA, included the devaluation
of the naticnal currency in 1986, which caused exchange
losses; the application of real negative interest rates
CO0 the berrowers; and the high delinquency index of the
loans Portfolio.

All of the above factors resulted in the deterioration
of the loan capacity of the BFA, affecting also its
institutional solvency.

Institutional and Finarcial Actions adopted by the Bank

As a result of its own initiative as well as resultlng
from the Agreements with the financial crganisations
and adopting the new policies of the country, the BFA
has developed a series of measures, of which results we
inform as follows:

a. Financial Drainage

With reference to the financial drainage of the
institution, the exchange losses were recorded in the
books and for this effect adjustments and

reclassifications were made in the financial statements
of 1989, which resulted in the emittance of a dictum
without exceptions from the external auditors; whilst
in 1987 they abstained from giving an cpinion and in

1983 gave a negative cne. In 1990 and 1991, the dictum
from the auditcrs contalned nc ziceptions.
b. Caritalizazion cf the BFX

In June 1991 an Agreement with the Government of El
Salvader was signed, wherein the first absorbed the
external debt of the BFA  resulting from the

international agencies loans for ¢533,060,000, for
which anount ¢400,000,000 were destined to relnforpo
the capital cof the BFn and the remaining ¢133,000,000

rt

we*e ccnstituted as a2 loaw in national currenCJ in
aveur ci the Government, payable in five years and
an interest rate of 4% annually.

AJ.\..[



In 1992, the BFA paid this obligation to the
Government, with Government bonds resulting from the
sale of the ISTA Portfolio.

c. Sales of Loans Portfolio and Refinancing

In 1989, the BFA received from the Financing Fund for
the Reactivation of the Productive Activities (FFRAP),
constituted by the Central Reserve Bank, bonds for the
amount of ¢176,880,000 for the refinancing of the
delinguency loans, and in 1990 government bonds for
¢227,845,000, in pavment for the sale to the
Salvadorean Institute of Agrarian Transformation
(ISTA), through the Central Reserve Bank, of the
delinguency loans of the Agrarian Reformed Sector of
Phase I and in exchange of bonds from the FFRAP for
¢91,136,000, since part of the Portfolio scld had been
refinanced previously in the mentioned year 1989. The
net effect of the refinancing from the F!RAP was
¢85,744,000.

The benefit from these operations for the borrowers
consists of their rehabilitation as credit customers
and for the BFA in having been able to use parts of its
financial instruments for the payment of the obligation
assumed with  *he Covernment, as part of the
capitalization of the institution.

d. Constitution of Valuation Reserves

The BFA 1is complying with the regulations dictated by
the Superintendency of the Financial System for the
determination of the risk assets of doubtful recovery
and for the constitution of valuation reserves. The
regulaticrs estaklished adapt to the characteristics of
the operations of the BFA uron taking in account more
strict aspects such as clincte effects and
conflictivity in the lccaticn area of the borrower.

At 31st October 19292, the estimates feor loans of
doubtful recovery represented 42.6% of the total loans
to be collected for the amount of ¢929,749,000. 1In
addition, provisions have been made for interests to be
collected and accounts to be recovered.

e. Non Banliing activities
In accordance with the pclicies of the Ministrw of
Agriculture and oCztTle (MAG) and in accordance with

~ e e el e N - e D m
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non banking activities, which consisted in stocking,



merchandising and selling of agyricultural materials and
grains.

In this context, the 1leasing contracts for 22 real
estate properties have been cancelled and the necessary
authorization has been obtained from BID for the sale
of the warehouses and plants financed with resources
from the mentioned institution. These assets will be
bid in competition, once the necessary administrative
procedures for the process have been agreed.

Nonetheless, it is worth mentioning that the BFA yet
continues handling, on behalf of the Ministry of
Agriculture and Cattle (MAG), the operations of the
Strategic Reserve of Basic Grains which consists in the
purchasing ¢ maize and beans. This will also be done
in 199 and T 1.

f. ; ‘ ive Measures

In - son the closing of the BFA’s non bharking
acti .. Agreement Memorandum with AID contains
the . .11g objectives:

L - Reduce by December 1990 the administrative costs. .

of the BFA operations. Although surveys have been
carried out, its implementation is limited.

- Reduce the delinguencv percentage of the existing
Portfolio bv 31st December 1989. The objective
consists of ©punishing loans that cannot be
recovered. This has been done in an acceptable
manner. .

Additionally, measures have been adopted to
increase collections, which include the pcsting of
gerscnrnel in the kark’s agencies whce receive
ccmmission as a result of their actions. It is yet
Too soon to evaluate the results of these actions.

- Recover as_a mininmum 85% of the new loans granted
afver 30th March 1990. As explained in Chapter III
of this document, its objective is being met.

ale_of Fixed Assets. The sale of fixed assets iz

permanent activity c¢f the BFA, nonetheless the
rogress made in the sale of urban and r.-al real
state assets, 1s not seatisfactory.

00 @ |n
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Fulfillment of Financial Requirements

a. Financial Institutions and Banks Legislation

The BFA abides to the solvency requirements established
in the Financial Institutions and Banks Law, as can be
noted in the demonstration made in Chart I-1.

The improvement noted in 1991 and 1952 as compared with
the year 1990, 1s basically due to the capitalization
made by the Government in 1991 and the payment in 1962
of the obligations that resulted from the operation.

Although considering excluding the government bponds
owned by the BFA for ¢188,295,000, the BFA will adjust
to the solvency requirements.

It is to be noted that the excess in the relacions, as
compared with the legal requirements, is due to the
fact thet the same are applicable to commercial banks
and not to institutions as the BFZ, due to its
capitalization structure and in this particular case to
the foment operations.

b. Global Progranme of Multisector Credits

From the eligibility reqguirements established in the
Credit Regulations of the Programme, the BFA will
adjust to the solvency requirements, as well as the
delinquency Portfolio. In relation to the operating
costs, 1t would be demonstrated that the estaplished
conditicn would be s=tls:actorily met, cof taking into

account t*hat the credl activity of the BFA can be
separated in two parts: the commercial kank tvype and
the othsar Wluh a2 soclal ccntent, which is the attenticn
to the small farmer with subsistency characteristics.

The analysis cf the credi< activity of the BFA is made
on the basis of the contracting of loans in 1991, that
would be representative cf the year 1992.

For the effect of typlifvring the credit activity, the
follcw.ng classification was udopted:

adric: Toral [cars Commer ~al Banks Tvpe, The bherrowers
have s aktvo ¢I0C,0 and are credit custcomers of
the covniany Covisoon,



Traditional Small Farmer. The assets are up to
¢300,000. These are attended by the Foment Division.

Reformed Sector. Include operations of the Phase I and

Phase III.

Non 2Agricultural Loans. Loans to the micro and small

enterprise and others granted by the Banking Division.

The granting and disbursement of loans during the year
1991 is presented in the form summarized in Chart II-1.

The Bank, as can be noted from the information in Chart
IT-1. destined 1in 1991 the larger proportion of its
resources to the loans commercial bank type, that is

41,1%, followed by the Reformed Sector which
constituted 23,4% and the Small Farmer with 20,0%. The
Non Agricultural received 15,5%. Respecting

disbursements, the same proportions are not maintained,
due to the lower level of relative disbursements in the
loans commercial bank type that originate from the
adjustments to the cultivation areas and crop yields.

Contracting of Loans

a. Agricultural Loans-Commercial Bank Type

The principal characteristics of the agricultural loans
commercial bank type 1s the concentraticn of the
contracted amount in a number of reduced operations.
The 81,4% of the contracted amount in 1991 was absorbed
by 27 borrowers tor the financing principally of
coffee. The detailed information of these contracts is
shown in Chart II-2.

b. Agrarian Reinrmed Sector

Phase I

In the 1loans granted for Phase I there predominate
those corresponding to Agricultural Associations of the
Retform, Agricultural and Cooperatives. These operations
are characterized by their relatively high individual
amcunts, as can ke noted from the inrormation in Chart
I1-3.

Phase IIT

“he phace III ownly represcnts 3,05 cf  the total
Contracled in I.o.l. In The L0anS Yaagl aad TyYpes of
clients, this subsector presents a great variety



similar to the foment type loan, as can be noted from
the information supplied in Char% II-S.

c. Traditional Srall Farnmer

The principal disti
their cmall indivi
contracted 1n 1992 c

¢5,000 and €6,2% cf up to ¢10,000 having recelved 44,8%
Oor the fjnanc‘ng cf the fement lcans and £,9% of the
total contracted In 1991, The detalled infermaticn of
tha loans, as per ccntracting ranges, can be seen in
Chart II-4.

ticn of these foment loans is
I amcunt. Of the 22,149 loans
*f these operations of up to

3

~ -

Cf these operaticns, only & reduced amcunt, &.0% of the
total, were contracted with uollaa*1ty groups, which is
a mode that can allow fcr a reduction in the costs of
granting loans.

d. Non rgricultur=zl loang
The non agricultural lcans, which represent 15,5% of
the total amount granted in 1991, include operations of
ccnsiderable amounts in the Banking Division,
principally tc =nmanufacturers of  financed foeﬂ*ngs
through the handling of the strateaic reserve of grains
and loans to «ccifee mills owners. In the Foment
Division they have a diversity of destinations and in
the Trust ftor nicrc and omall s 1scs. The detailed
information is precented in the Cha

Sources of Finanocineg

The sourcos of :inuwr‘n“ for the disbursement of loans
in <he vear 1 i le in aAppendix II-1. The
crm 1s chown in Chars II-

NS e R (4..-,“.;,.'.‘r;
dile e a2 80 P 1 SwaonarLooea

Frenm the intfermaticn in Chart II-7 we can notce the

following:

- The principal source of financing was the BCR,
fcllowed by funds from the Agency for
International Develcegment (AID), wi:ich is
ccncentrated In the Herormed Sector;

- The own tources only reoresented 6,3% of the funds

- y s Al .|
voed 1n 19l ang,



- The rest cf the funds come frem <¢the use cf
recuperations from the micro and small enterprise
programme; FIDA and the deposits from the public.

It 1is nnot pos ssible to determine a relaticn of the
sources of financing with the capitalization structure
of the BFA, upon the latter including the aksorbing of
loans in foreign currency by the Government. The use of
funds in 1¢91 include the use of recuperations from
programmes which had peen financed by EID, AID and
other agoncies

om the structure of the source
that there 1s a defined policy

It 1s not cvident ¥¢r
Cl,
he resources. Nonetheless, the

funds c¢f the vear 190G
for <the use of t
following can Lke infer

- The agricultural loans commercial bank type for
the amount o©f ¢168,607,000 were financec by 79,7%
with BCR funds;

- The Reformned Sector was principally financed with
funds that nave 2 reccent origin. The rnle of the
Fortfiolic to ISTA regult Iin that the recuperations
of the BID Joan and <f LID, are minimal;

- he traditicnal small farmer was financed by 53,4%

ith BCR resources, followed by BID with 27,1%.
The s¢ of  BCE resources tfor these operations
would not bhe profitable, due to its administrative
cost; and

- For th~ ncn aar:cultural loans all the scope of

s were used, 1including own  funds,

BCR and the derocits from the public.

Pl -
l RS GIN EE

In 17%1 the nevement ~¢ disbursements an
recoveries shows  that there 1s a resulti
betweoen both. In relaticn to the disburse ;
operations of the anall traditicnal farmer and the non
agricultural loant  make a  hicher contributi j

relative teri, to the recuperaticns as conpared with
agricultural foans  oonnerc inl bank  tyr
refcrrod  sectcr. Theoo dermonstraticns are  shcwn in

Chare II-8.
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Delinquencv

Chart II-9 show the delinguency generated in 1991,
which reached ¢50,674,000. The 44,7% of delinguency was
originated from the loans to the <traditional small
farmer. This can be a result of the lack of supporting
prices, due to the fart that thre majerity are cereals,
materials cocsts  and N sche measure the client’s

spensibility, due to enxogenous factors.

The adrministrative expenses of the BEFA were distributed
Yo the different sectors of the credit activity, as
explained in Appendix II-2. Based on this criteria, the
distribution of costs was carried out as shown in Chart

II-10.

The highest burden of the administration costs, 65,4%
1s absorbed by attention to the tradit Lonal small
farmer, to whom 22,149 lcans were granted, whilst from
the amount granted it only represented 20,0%. The cost
per Colon borrowed in this sector would be ¢0 26.

The agricultural lcans commercial bank type and the
Reforned Sector Phase T which have similar
Characteristics refering to individual anount of the
oporatlonu, have, as can be expected, the lowest cost,
which is ¢0.02 per Colon borrowed.

In total, the reformed coctcr weuld not be burderisome,
despite  the fact that Phave 111 is eimilar toc the
traditicn:l omall farmer when it reflecte an average of

. Lo o
CO.CL por Colan borrowed.

The ncn aoricultural loans which include scne
consideraily large cporatisns, have per Cclon borvrowed
a  Ccosv ol GoLel, whrn  scme considerakbly iarge
operation: are included,

With reterence  to  the costs  obtained per  Colon

borroved, the same would be higher if the amounts
disburced were assigned. It 15 also worth notjcinq the+
the admon:ictration costs  ore influoncod by a4 high
general Lurden o the ¥ n Oofflces  and  somewha*
annoy.ng ooodures no the u'“iwzutrublwn 0! the loans.,
The ew. S T A R O L SRR Ao TAR SR SN S B PR TR SR
1S mace L. Coaaplter 1y ol thilos Kepol’t, Conlirng tne need
to establish the minimum desired loan that the

11



instituticn should make to cover the corresponding
administration costs and its effect, develop mechanisms
to cover then.

Loans Portfolio S*tructure

As an addition to the examination of the <credit
activity of <the year 1991, in Appendix B we made a
typical loans teor 10 as at 30th DlNovember 1652,
separating the banking cperaticns, those of forment Type
and noc agricultural; from where the foll
principal fac ‘

Minimum Advisaple  Isan. The need ci estabplishing
mechanismns for the f;ﬁanCLng cf admlnistration costs in
the loans to the trad tlona- small farmer 1s confirmed,
as well as the ablishing of more appropriate
measures for the gLa ng cf suzh loanc.

Destinpation of the Innans. Although an inflaticnary
problem is 1nlioduou, we o can percelve a deviation
towards the commnrc1<l Lanr type operatlons.

{ocauc{/@ .

Use of the F=eitapazions, In relation to the sources of
financ1ng for <the lcans Portfolic at 30th November

1692, 1%t can be noted what it would be advicable *o
make a final evaluation of the operations financed by

international crganivations in oraer e r;gcn
agreecmnents for the use of the rocuperations, in case
these are c©till payable cn denand, wi

1th the additional
objective o©f simplifving the rcoi tration o©f the

resources funds.

12



Chart 11-1
Banco de Fomenic Agrepecusiio
Contracting ¢4 Loans and Disbuss ements

Vear 1991
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| : i f
{;ﬁiﬁl;&j'LCCiigﬁLLil{, | 2.415 1,4 1 g22576 0 ggs 186.158 1 28,8 | g,¢
! , ‘ ‘ , :
7ot | 38,940 S8 | 792,421 1,3 S20.699 T 1860 1 i@
;T T ' ! : !
i ! | | | | |
1 ! y ! : ' !
: ; ! ! ;
! | ;
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Chani T1-2

Banece de Femente Agienecuario
Agriculiural Leais Commescial Bank Time
Ranges o« Contracting

Vex
5 .

In Ticusands ¢4 Codenes

e 137

Contuucting

Numbes A Amowtt ¥,
|

|
Range o4 Cclones (€] _ N I :

Up 2o 20.000 26 34,8 3,545 1

Faom 20,000 %o 25,000 74 7,4 1,791 e,5
Faom 25.001 %o 50,000 273 27,5 11,822 3,4
From 50.001 to 100,000 122 | 12,3 9,244 2,9
Fuem 102,007 te 250,000 i 114 | 11,5 17,514 l| £,
From 500007t 500,020 b ze T gy Dgss |oap
F" m Jc’lﬂ \,’97 .&' [l COu.uLU : ; 3,’1 5’-;-;:, ; 2';
Inexcess ef 1,000,020 b s U 0 s laez e | oays
i ‘
3 183.3 2250211 1893
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11-3
Benco de fomenis Agrocecuario
Reqosmed Secten-Phase 1

Ranges o+ Contracting

Vo

—

onog
N
vol

In Thouswuids oy Colones

Loans Contracting

Nwnbes A Amcunt a

Ranae ¢+ (DLONES ()

Up X 29.029 96 15,3 1,324 3,5

Fraom  29,2@1 tc 2%.3G9 25 4,3 66 8,3

From  25.001 i+  59.08Q ag 15,2 2,535 2,2

Fuom  59.831 .. 189,399 187 17,1 7.666 4,7
= &

From 10a.201 <o 253,300 ez 24,8 25.25 | 15,
Faom 293,331 ¢ 20,29 A T O TE L I P
Fao - ~r - ! ' -
Faem - epg 320 1,209,539 O N N U TP T
- . Apa aan : ! |
Dnoexvzosy o0 1UI0n00¢ ; AT S in g
i !
| | |
VI T o< 2 25,3
|
|
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Chart 114

Banco de Fesento Agrepecuario
Agleultunal Foment Leans
Ranges oy Contracting

Yeas

1589

In Theusand o4 Colones

Loasns Contracting
Numben “ Amount A

Range ¢4 COLOMEE (A)
te o 5,233 14,335 53,5 25,154 | 22,2
Facm 2,381 ¢ 10,989 L. 9%1 22,3 25,718 | 22,6
Froem 13,&1 ¢ 15,000 1.427 6,4 17,562 | 11,1
From 15,281 & 29.083 583 2,8 12,313 | 6,5
Frem 29,981 ¢¢ 25,890 316 1,4 7,185 | 4,5
Foom 25,331 < 58,269 48 | 2,5 28,353 | 12,7
From 22,300 te 129,969 o A ; 3,93 | 5,1
RUNGEN 123,28 ; 77 3,2 ¢ #2153
| 22,148 63,0 | 153,176; 188,3
Inddvednads | 89,113 5,3 125,500 8,1
Soledancty Greups I 1,314 : 2,4 | 11.~$63|| 7.3
Fewbeeal 2evion A/RMS L yg b gy pmsl a6
Coeneratives | 164 . 8,8 ' 19,352, 12,3
| | 22,189 1e3,3 | 153,176, 16,8

!
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Barco ce fomenis Agrepecuario

—
Ju

Redcqmed Sectes - Phase 111

Ranges oy Centractdng
Year 1994

Thowsand o

In

Codones

[ v
[N

P T A
P Landhacouna

S.881 to
From 10,381 2o
From y= 291 0

Frem

soem 2@ @t Lo

Foem 285,281 (o
Frem ™= 2 Lo
From 1g@,.331 <0

From 229.MY Lo
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Tnddluviduads

ot
fed - -

Q- -
SCL LGRS LT

s
r\1 VLCLLLL
s R}
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AVOh \.»

wid
JL

To4s:

A

LMyl

689
1S, 137 4,3
2.3 44 1,5
25,583 3 L

233,29 ! 21
. 260 7

4,6
1.78S

7€3

— r>
i

(5 ) ro Lla)
R -+ 1
tA to 4

ra (&8 ]
. .

~ —
55 (5]
] —

1.303, 339 l 2 8,1 FaSK %3
! } ! |
Do2,358 1 189,3 | 22.50¢ 1 183,3
: i
2,32 0,50 gz 28,3
SRR , 173 3,2 1369 55
1 IO = Aar 1
(8 ' -y o~ e, vy
T ASLeLiats. 4 , R 3
b H
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. "=
o 8 4,3 ' 233 3
|
i

FNwmbe s : A l Amew \ 5 :
| ,
Range ¢4 coLeNes )
Up 2o s, 91 1.25 3 4,705 19,9
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Chaxt

15

2zrco ce Fezenio Sgrepecuario
Neww Agadewliuial Ledns

A P R T
I\«.uhgﬂ,.\ ' CL')lL LACTGGS

Yeoas

fi‘.C’

[~

2

Tin Ticusands ¢4 Colenes

Baik g Foment Trust i
H
lN‘umbc.: Amcunt |Number (Ameunt Ameunt | Number ]Amr:un
Range 04 Cclones (£)
U Zo 15.509 158 933 518 4,247 12,213 | 2.73%
Fiom 45,091 <C 15 336 155 3.374 1,927 271
rLom o 35,581 A0 61 2.369 168 6.137 2,33 s
Faom  ep ogy € W | 2.479 1 843 - a1
Fuom yog g9y A€ 13 2.876 4 616 - 22
Fiom pes, o8t C 539,298 7| 2.384 - - - 7
}

| Fuem sg,2e1 t01,520.%0 13 ]11.363 - - - 13
LT ooxcess of 1,220,228 o enea - - 5
: L R T 15,217 1Lt 3,80
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Chant 11-1
Banco de Foments Agrececuario
Souaces ¢4 Financding
Year <9

4
iy

In Theusands o4 Celones

Qi BCR Ald 312 Othons TOTAL
Bankina Division
Leann Comnerelal bank type 19,857 | 134.388 772 | 12,545 | 1.995 | 153,487
Foment Diuaic_n
Ejaﬁuncd Sectos
Puase 1 1,228 413 | 183.41} 6. 683 428 | 17.288
Prase I11 - 431 | 15108 | 1.082 M2 | 17.525
1,336 844 | 123,591 7.682 1.223 | 124,791
Traditional small 4armes .78 66.560 | 15,662 | 32.%34 5,318 | 129,142
i ! ! ' J
1 ! 1
iTetal Foment DAuvdsion , 1,426 f $7.304 l 139,253 1 22,215 1 4,554 | 234 232 l
| ; ' : f X ' !
: , | ! ; ; | |
Tetal Azrcculiual S I N L ) ! 169,325 0 IILTS 0 TLE2% 0 4R
f | i : :
New Azeloudtutal P04.323 | 250584 1,384 Po32,714 ,’ 55,153
) | ! ) , :
Tetal Scutces 04 Financdng i 25,191 ‘ 20,456 | 141,220 1 52303 0 79413 l £29, 439
L I
Percentages [S) i 6,3 42,1 26,3 ! 18,2 | 13,2 1£9,2
- | : I I~
: | ! |




Chart 11-8
Banco de Fonento Agropecuario

Disbunsements and Recuperations

Yean 1661

In Thousands o4 Colones

Disbursements i Reeuperations
Amount % Mouwt z
Banking Divdsion
Loan Commetcial bank type 163,687 31,3 | 157,198 | 29,7
Foment Division
Redeunca Secion
Pl.ase 1 117,246 22,2 181.219 19,2
Phase 111 17525 | 2,3 | 15.M5 | 2,9
134,791 23,3 116,335 22,1
Traditicnal small 4anmer 12, 142 22,7 1 120,142 | 24,4
v 1 [}
Teital Fement Divdsion 234,233 43,2 ¢ 10,537 | 48,3 x
| - :
‘Tc,'.-:ti. Acrienciusal 422,543 22,3 : 2,378 78,2 1
’ ‘ |
Nen Acwicultunal 166,15 | I3, ¢ inLLam 22,3 |
i
Toxal $29,599 163,3 | 521,197 | 153.) ]

{
f
t
I
I
!
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Chart 119

Banco de Fomento Agropecuario

Delinguency Genenated 4n 1991

In Thousands 04 Colones

Delinguency
Ameunt 4
i
Banking Division
yLoan Commercial bank Zype 11.582 19,1
Foment Divdsdon
Resoamed Sector =
Phase 1 g.729 14,3
Phase 111 4.4 7,5
13.279 21,8
Traditional small fanmen
. § 27.1M aM4,7
Tetal Fement Divisdon L4937 56,3
[
iTetal Aasviculinsal | =1,e53 ! 13,8
' '
New Agwicultusal 3.720 0 14,2

Jo%)

I
!
|

$2.574 | 120,
|
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Credit Acivity - Adminds.

Chart 11-19
Bzrco e Fomento Agrepecuario

-

Yeat

159

In Thousands ¢4 Celones

wation Expenses

i i - ‘ -
Leans [ Contuacted  [Admin. Exps, Unit
SECTCR . - - — — Cosi
AMCUnL 4 Amcwii 9 AMCUA A SN
l ! Coent.(
i
. . . . |
Banking Divisdon
Agaccultutal Loan Commere 994 3,3 | 2810 41,1 | 5.3 1,3 8,22
L&L bank Zyne :
Foment Division f
Redommed Sectes !
Phase 1 627 2,1 152.7..2; 2,3 ' 3.472 5,$ 0,32
Phase 111 2,558 9,5 23,8271 2,0 | 4315 9,1 | 3,27
J.482 11,6 155.7%9 22,4 ' 2.7%7 15,7 3,3%
|
. n Y 4 n e |
Traditienal small acumes 22,149 73.7 158,1761 29,3 40,795 63,4 4,28
[ ]
- . e man an . can |
redal Femen® Divdsdon 23.631 85,3 .43.?45{ 43,4 | 03,333 i 81,1 8,:c
i i { i |
Tetal Aswiculiina {' 26,828 23,5 N'}.JH.' A Gu3ad 0 39,2 2,03
i ; i i
Wb AS Ol tanad R D 1,1 2.3 SN 0z A roT
t
k=Y -3.349 193, ST T IR S | 50,07 5 B B
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Appendix IY-2

1. Distribution of Administration Expenses

To the administration expenses of 1921 for the amount

of ¢70,566,000, the amount of ¢8,189,000 of direct

expenses of the Commercial Manager were deduc*ted,

leaving a net balance to be distributed in the credit

activity of ¢63,377,000, according to the following

detail:

Administration Expences
Thousand Colones
Unit Direct Indirect Total
Credit Manager 3,805 3.8C5
Bank Agencies 37,202 32,202
Bclivar Agency 1.811 1.811
Special Operations 753 753
Commercial Manager §.189 §.189
Gobernors Assembly 394 594
Higher D’ ~»ctors 5,806 5.906
Auditing 2.14 . 147
Financial Manager 3,539 3.339
Supporting Services 2,020 12,020
Total P 1 10,286
Administration Expenses
Application of Indirect Expenses
In Thousand Colones
Direct Irdirect ota
Credit Manager SLEC 2040 7.045
Bank Agencies SR I 50,244
Belivar agency Fosid ol 5,734
Special Operations 7E3 . 5=a 1,152
Credit pctiwvitiy 38,571 25,305 62,577
Commercial Manager §.189 - £,169
Total 46,760 2:.806 70,566
zTsersessSs rrzzszrrse ErETIEER
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Distribution of Administration Expenses

Credit Manager. In accordance with the number of loans,
the expense of ¢7,045,000 was distributed as follows:

Agricultural Loans

Cormmercial bank type 994
Reformned Scctcor Phase I N
e - A
Reformed Scctor Phase III 10% el
of 2&5% ‘._3‘22
Bank hooncies, BRolivar Agency and Commercial

Operations. The amount of ¢55,322,000 was distributed
according tc the number of loans (30,040) granted to
each sector, resulting 1n an average of ¢l1.842 per
loan.

Unit Costs

Average per loan (55,332,000 % 30,040) ¢ 1,842
Expenses Banking Division (7,045,000 % 1/907) 3.694
sum 5,536
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ITI-LOANS PORTFOLIO

Portfolio Situation

The status of the loans Portfolio as at 31st October
1992 is presented in Chart III-1.

From the iniormatl in Chart III-1 there arise the

following ' 11 fact

- The t represents 68,47 of the
toteal “ed, which 1o relatively
accertable whe ‘onsidering that the status of the
Portiol.n “presents an accumulated whole and is
due In - refinancing of the loans.

Nonethflof' this ortion does not have 1 direct
relaticn vzth the classificatlion 1n  accordance
with the ascets at risk;

T

- The clacciflied pertion as contingency, 3,0% of the
total te ke collected, 1s that amount whose final
deadline paynent haes less than 90 days overdue;

- No variances ot importance are present in the
overduc propervicn of the  retcermed  and non
reformed uwv\o"x. It is to be noted that the sale
of the refcroed cector Porviolio has an incidence
in thaw 11 Luldwnw has resulted;

- The embaraoed Portiollo tor the anount  of
¢110,90%, 00' which represents 11.%% of the total
to be col Actai, ie  concentrated in  the non
refcornmed guctc: and  within this  the  Banking
Divis:ion.

4 - 2 T ST R T -~ - - -y + N
Risks Claccir. oavion o the @zriiollo

At 31ct Octcizer 1902, the BFA classified 9&,:° of the
Portiolio at that date, in accordance  w:it the
notructions eostablicshed by the Superintendency of the
Financial ¢ystem. The detaliled information appears in

1

Appendix T111-1. The result of the clancification of the
Portfolio .o chown in Chart 1i=-0,

In relative teros, only G0, of the HEA Prertiollo 1s
clacorfied av A and i, waith sone varianoo o between
Divisiens, Yeinag in tne HBankong Davicyen o 21, 2% of
the total o pe collews 4 and in the Foment ©.ovision of
L, T oo tanoi B N PR ST oL ke

total Port 'olio of the bank with come unitormity


http:eoresents_68,.42

amongst Divisions, due to the sale of the Fomept
Division Portfolio. These demonstrations are shown in
Chart III-3.
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Caawt 111-2
Bance de Femente Agrepecuastic

“lassdyleation of Risks o4 the Loains Portdolic

Slak. Ccteben 1992
In Thousands Cclones

!
!
!
!

| !
JC.CLls,s.ég.éaatL’;';x is.mi:mg Fement ) Tuest ! Tezal =
|
Aanloultusal |
A 16,659 | 22.31¢ - 3.9 | 4,9
8 %6.811 | 105,797 61 23,279 | 24,9
¢ 1043 | 10664 | 8,633 | M6.417 | 2,2
0 17.6%9 | 12.9% b2 2%.442 | 4,5
E . 1 2.8 192.303 1 4518 | 289,274 | 25,5
Total Agric. (261,673 | s42.918 [13.27 | 315,795 | 1e3.3
Noen Aasdc.
|

A 1. %45 - 1.487 3,352 3,5
B 21,83 - 8189 0.225 | 31,1
¢ 7.469 - 13.218 29.670 | 2,3
D 2,508 - Lo
£ 37.3% - f 2.42 | a7 : 1,3
Total Vo A-e- | 71158 S f 16,822 1 on
Teal Poatier1332.828 | 543.2:3 2.3 | M2 |

|
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Chart  111-2
Bance de Femente Aawenecuarlc
CLlassisdcaticn ¢4 Rt o4 the Loans Poakiolic
3182 COctebex 1992

In Pexceniaaes

Bank{n

b

Foment

LN +
Trusz ! TOTAL

L
NP N
CPastial Cuwmut e,

- P
aniat

. Nl .
Pastiat Cumuial,

e
Cumulat

M @ O W »

“é
33,4
14,3

$,)
33,7

4,3
24,3 21,3
¢,7
64,2
29,3

4,7
24,9 28,4
81,3 29,3
82,2 4,3

=2 36,1

5,6
47,2
55,2 3,7
61,3 3%
18,3 32,3,

4,3
19,7

4,7
3,3
V3,4
63,9

123,3
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If the Portfolio classified as E is excluded, which is
the result of an accumulation of loans susceptible to
draining, the Portfolio A and B would represent 47,4%
of the total classified and if the C is added, the
93,2%, which would be more representative of the
current characteristics of the BFA, situation which
should be improved through a better selection of the
users.

Valuation Reserves

The BFA, 1in accordance with the regulations for the
classification of the assets at risk, has constituted
reserves of 10% of the total value of Portfolio C; of
50% of Portfolio D; and of 100% of Portfolio E. These
regulations apply to the interests to be collected and
collectable accounts of these loans.

Draining Procedures of the Portfolio

The BFA has its own regulations for the draining of
loans. The accumulation of the amount drained a* 31st
October 1991 amounted to $8%5,402,000 and at 31st
December 1950 to ¢82,069,000. The variance, which is
not of importance, is due to the process which involves
costs and time for the operation, independert of the
amount.

-~

Administration of Portfolio &

The origin of the Portfolio classified as E and its
inte;ratjon, which include 29,595 loans in the Foment
Division, of a totul. of 32,8539 operations, that 1is

3,%% of the tctal of 74,186 loans, recomnnend the
establishment  of  an  adeguate mechanilsn  to give a
searatn trectment to o,

The Inteqgration of Porwiolio B at 20th Seyptenber 1992,
ghowo that 42,07 cf <he capital cwed is o recult of £05
opera 10n< of mere n(n QZ0,000 with an averige of
€l:1,850 per loan, wnilst the 2857 are operations with
an 1veraqv debt of ¢t 49). The 19,2% of these locans had

active bLalances, Inuluding interests, the total owed
anounced to ¢430,92%,000., This detailed information is

v

xraecented in Chart 1I1-4.

The loans for leo s than S20,000  ipcluded 2,706
cnorations for lesso an GLO0 eaen,
Lhe Slopoerat o vhe o WP n S, an

estimate was made on the p]ObdbllJth" of recuperation
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of each one of its components and according to the
characteristics of the corresponding agency.
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w1114

Banco de Fomente Agrorecuaiio
Leans Portdolic Classiiied E

XN+t
303

1 Septombes 1997

In Thewsand Colones

CAPITAL Intetest
, , — 10TAL
Number Egdectivi Duc . i Toid
fecpewtives
Faditional 15 19.489 | 26.732 | 46141 | 28.238 | 76.379
Prase 1 4 214 241 455 112 567
Phase 111 BS . B.664 | 19.947 | 18.711 7.5 | 25.7%
Jotal Cooperatives 194 28.287 | 17.829 | 65.387 | 37.3%3 | 1e2.7m2
pinens v l
padances of meae that' s 14339 |115.474 im.m 7,683 | 203.%%
palances Less than® (13,927 8.925 | 67.199 | 75.879 | 48,193 | 124,227
¢ 14.826 | 52851 (219680 [270.6%4 [159.271 | 4%, 925 |
Pescontaae %) 13,2 W, [139,3 |
) ! 63,9 17,3 80,2
|

¥20.000
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The results of the expecTed recuperaTions are shown In Chart III-S,
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Tne agency with less proportion was La Union with a 12%

and Bolivar was the highest with 50%. The final
weighted result was 30%, which is equivalent to
¢130,974,000 of the total to be collected, including
capital and interests. The detailed in‘ormation is
presented in Chart III-6.
Chart III-6
Banco de Fomento Agropecuario
Estimated Probability of Ccllection Portfolio E
30th September 1992
In Thousand Colones
Total to Estimated %
Collect Recuperation
Treditional .
Cooperatives 75,275 LT 2,1
Phase 1I 567 - -
Phase I1I1 AT A 24,5
Tota) Cooperatives Tlili L S 0.0
Others P
Balances of more thani =17 +C° jéf
Balances less than: L Sl
Total L:3.570%8 30,5
#20.007
The first reccmmendation would be to transfer in the
books the Pecrtfolio E to order accounts. This would
allow to analizo the development of the Portfoliocs,
which can be considered as norme and of high risks.
The most inmp~rwont part weuld ke =5 organize o specific
unit for o e noeriod, ta the active onilectlon
and speci (lllued in Pu-tfolio E. The basis for this,
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taking into account a margin of error of 15%, is to add
in time, a 25% of the financial capacity to borrow at
this time, that is and additional ¢100,000,000.

Another advantage of taking these actions 1is to
activate users that cannot access formal credit. .

Drainage cf the Loans Por*folio

The measure recommended for the treatment of Portfolio
E, which amounts to ¢329,096,000 and which represencs
36,1% of the total to be collected does not imply its
drainage. This would occur once the collection measures
are finalized.

Nonetheless, the transfer of the mentioned Portfolio E
would allow a more realistic presentation of the
financial situation of the Bank.
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IV. YIELDS AND COSTS

a complement to the examination of the costs of the

credit operations, it was considered appropriate to examine
the costs and yields of the activities of the BFA. The
result of this examination is presented in Appendix C.

1.

Credit Activity

In the esctabliched functions, the granting cf loans up
to ¢50,000 and of nmcre than ¢50,000, confirm that loans
to small farners do nut cover with the interest return
the administration costs.

The credit activity makes a positive contribution to
the BF: coperaticns.

If the Portiolio qualified as E is excluded, the cost
of the credit activity of the BFA in 1991 would be
equivalent to ¢,3% of the average loans Portfolio. The
structure of the granted loans, wherein the higher
number 15 less than ¢5,000, recommends to develop a
special method for the granting of such loans.

The minimum advisable loan that the Bank should have
would be ¢5,900.

The examination of the vyields of the BFA, even
considering the distortions that originate from the
fact of having drained the Portfolio, show that 19,8%
of the administration ecxpenses of the credit activity
were not covered with the income from intercst returns
that generate the loans for less than ¢3,000.

In add 1:icn, the BFA chould develop a policy for the

financinag <! the operation costs of subciate cy loans
and cther cinmilaer loans which should alsc oo the basic
of negctiation for the intermediation operations marain

in :ru":.
Comnercinal Honk Services
The services of commercial bank cover its costs and

coulc be productive if there were a policy of piacing
tne rescurces to the puklic. The developrort of these

plans tcr =he increace of these activit.. 5 should be
carried cut an oan Investoont project thar ostablishes
costs  anrd benelito, senvitivity oand oyl analycis,
placing o recourcos o v cpecialicoos option in
SGVLLLL weReo i, Ll Ll L IR marao s _L oy ilnied

to the active operations of the Bank.
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Merchandising of Grains and Sale of Materials

The activity of merchandising grains and selling
farmers materials was not financially profitable in
1991. The BFA 1is retiring from these activities that
contributed to finance a proportion of the indirect
expenses of the institution.
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V-THE BANCO DE FOMENTO AGROPECUARIO

Factors that Hinder or Support the Development of BFA

a. Environment

The environment sorrounding the BFA, which is linkea to
the structure of the holding of the land, where the
small fermer and the refernmed secteor with a series of
weaknesses predominatc, iz a tactor that does not
suppcrt che development of the BFA and policies ana
procedures have not been developed to diminish the
risks that derive from this fact.

In the reformed sector scveral government institutions
participate as well as the Central Reserve Bank, which
disperses the action. The participation of the BFA, to
which 294 cooperatives of Phase I hLave been assigned,
should be framed within & development programme of
them,

The cxis 1ng restrictions for the disposal of embargoed
rural es“ate properties and for the collection through
the jUdlClal means 1in the reformed sector, affect the
level of recuperations of the BFA and could hinder the
movilization of the financial resources.

In the Jjuuicial order, there are provisions such as
alienation of assets and payment arrangements with the
borrowers that are not compatible with the financial
intermediation.

b. Crannisatiecn and Functions

Derived from the Constitution Law of the BFA, which has
noT  keen nedified, mhere comes  an orgarizaticn
strucTtur n the pri‘c pal ocilllces which hinder the
functicn ¢! nmanagenen and  controul and g.ves o an

excessive expense burden in the grancing of lcano.

The bBrFa f1eld  of  acticn 1o not clearly <defined,
thereiore the credit activity recponds to a tradition,
commicsioned by the Gevernment and  subject to  the
credit lines cof the Central Reserve Bank.

The procedures fcor the aranting and oedministr:-ion of

ioans nc'ade A tyne of cusoanive svatistic indc sration
that nan Leon acoume . ctnd N i result . the
Ty o mant Rl Lomom e organiocncl o and

.

roqu1rom‘nts trom tThe Centrai ieserve bBank, cerived
from its credit lines.
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c. Administrative-Financing

In the internal aspect, the weakness in the collection
of the loans, coupled to the policy of refinancing of
debts and gsale of the Pertfolio, have united 1in that
the ffective  loan  capaclity 1s  in the order of
€450,000,000 annually, which no longer keeps a relation
with the number ot perconnel and whose interest return
only ccover the adrminictration costs and for interests
cf the inutituticn.

d. Commercin) Banliing Svaten

The services of the commercial banking system do not
have an unfavourable effect of a financial aspect. Its
potential yield «could make a contribution to the
operations, if there were a policy for the placing of
resources f{rom deposits from the public.

Financial *vnluticn

The financial position of the BFA 1s acceptable,
ncnetheless, the integration of the lcans Portfelio
respecting the clascification of the assets at risk, is
not acceptable. It 1s hoped that the charges for
estimated locses of doubtful collections locans do not
have an important negative impact in the final
operations results.

Agricultural Financing

The credit demand in the country on the basis of the
area and producticn of the principal agricultural
itens, can be estinated in ¢€3,900 millicons, of which
corliens would reprecent 21,27 and basic grains ¢7.3%.
The credit coverage of the financial syctem 1s 1n the
order c:i ¢1,473 millions, «aibscrbing coftee the 2,7%

- I

and basic grains the 13,90,
The relrtions between demand and credit coverage for
the agricultural production, that are an indication,

show that there would be a margin for the financial
formal intermediation through the credit offer.

In addition, availlable  curveys  show  that credit
attenticn o scarce feor the small producers and Shaore
are access problens in the reformed sector, espec.s.iy
e TV e e e sy
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The BFA pa articlipates, as compared with the financial
system, 1in 75% of the granting of loans for basic
grains; sugar cane with 29%, coffee with 18% and others
with 45%. 0f the amounts granted for investment, the
participation of the BFA 1is with 14% of the total
financed by the financial system.

The agricultural debt, banking and agrarian, especially
in the reforned goutor, would constitute a hindrance
for the agricultural  financing, since it leads to
instakilicy In the cocrpanieos.

v

Cefinizion of the Hole  of the Banco de Fomento
Agroprouario
a. Pasic Criteria

Both the GSector Agricuitural Strategy as well as the
Law of Financlal Institutions and Banks, define a
government participation, especially in the
agricultural financing.

The BFA hec an office 1nfrastructvce in the country,
procedures, personncl  and  experience, which 1s an
aspect to conclder in the definition of its field of
action.

In addition, the national reconstruction process would
nake 1t necessary for the State to have a means for the
chanellino of financial resourcers,

in order tnat the BYA can ncrecae ity credit coverage,

it would he neceassary Yo increaece ics financial basis,
which would Jnv7u”ﬁ the active recovery of  the
delinguent Pportiolic, nmovilization of the available
roccurces anda the  adopting [ pollciog for the

- . PYSN P S s - - -
attention To the omall farmer.,

b. Croionn nn the Lode e #ne 1L

el SR AU SU0CE LY 5 A . SEUOU S T bV B A 43

The alternatives to define the role of the BFA can be
charactericzed 1n the tollowing manner:

- Limit its function to the attention to the small
farmers:

- Specialize the bank in  the attention to the
reformed sector; and
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- Compete with the commercial banking system and at
the same time, as an official bank, finance
programmes of national interest.

The third option should be based on the establishment
of operational policies in  accordance with the
availability cf financial resources and their
destination to programmes, that would be equivalent to
loans windows and at the same time introduce procedures
that wculd lcad *to & brettor enpleoyment of the cewisting

{
means, 1n corder to improve the officiency of the bank.

In this case, 1t would be adviccile that the BFA limi
1ts credit activity o three specific proa:ammes:
Commercial Agriculture Heformed  Sector and  Small
Farmers for uUbQ‘thJC,, assilgning them the existing
financial resources in the bank. The scurces of
financial resources and the modes of the organization
and procedures are cexplained in Chart v-1.

c. Instituricnal Requirenents

Creation_Tl.aw

An eccsentlal requirement is the modification of the
creaticn law of the BFA, in order to strengthen the
nanaagement function and surpass the stiff measures that
hinder the activities of the bani.

Prceferably, the bank chould be located in the level of
the Cﬂn*rul feserve Hank.

The roditication to the Law must necessarily include
he fcocllowing faculsico:

(f

- Sell the acocioned assets, in accordance w1th the
establiohed ~rulations in “he Financial
Instivuticns wndd Banks Law;

- Make gudicial aemands to the bporrowers of the
Relormed  Seutir  in case of  non  compliance,
subordinating the loans from cther government
institutions to the Bank;

- Reach paynent  arrangements witt the borr Owors,

including olirin:tion cof obligations, when it is
convenlent to T bank o interests,
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Procedures

In relation to the procedures, the following would be
necessary:

- Develop credit regulations for each programme,
with specifications as to eligibility
requirenents;

- Specialirze the functions of the credit personnel
at the agencies, eliminating the current

territorial ascignment. The official would handle
the programme Portfolio and type of specific
client;

- Grant loans 1in an automatic manner to borrowers
classified as type A or who, aczording to the Bank
as a result of their previous corpliance, gualify
as such;

- Give emphacis in  the granting of loans to
solidarity groups.

- Simplity the method of contracting loans for the
J 3
purchase cf materials co small farners.

Regulationn

en the aspect of regulations, it is considered
necessary to develop procedures on the cases of non
compliance of the loan contracts and judicial demands.

d. Deposits from the public

In accerdance w:itn the type of client <hat +the BFA
would attend, it would be advisable tha* the deposits
from the public be linited to savings.

e, Hon fAogricndearal Taane

In accordance with the recommended specialization for
the BFA and congruent with the receipt of deposits from
the prbl:c, it would be advisable that <ho Oy abotain
fron granting loans not linked with .. agricultural
sector, inciuding tac soal oand micro coverprise. The
latter could Le tranctercd to exicting -n%itics in the
country.

-
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f. Mechanisms for the Granting of Loans

With the purpose of achieving the participation of the
beneficiaries in the granting and administration of the
loans, it 1is proposed that the Bank promote the
creation of credit institutions at local level, linked
to the BFA opcrations and duly enabled by the
Superintendency of the Financial System.

The requirements to be enapled would include: adeqguate
solvency demonstrated with sufficient margin of
indebtedness; adequate liguidity; positive
profitability; a satisfactory administration which
includes financial policies; accounting and audit
procedures; operating procedures and qualified
personnel.

In these auxiliary credit institutions, the Bank could
participate in the capital, together with the
beneficiaries to whom the purchasing of shares within
the investment loan plan would be provided financing,
which would be a requirenmnent.

The possible interested persons in these arrangenents
could be the cooperatives in the reformed sector and
non government organisations with experience and work
continuity in the labour zone.

g. Governnent Prodgrammes
In the anmount possible, the BFA should only accept
Government commiscions, related with the agricultural
financing.

In this crder, we find the financing fcr the National
reconstruction Programme  (PRN). The arrancements  fcr

The participaticn of the BFA nust be opecis in
relaticn to the granting, recuperatlions, quant:s of
the credit risks, risks and collection of the co on

the basis of inveicing of the same by the Bank.

h. Evaluation of_ the Progranme

for the oeovaluation of the execution of each Bank
Frogramme, 1t wou.d be convenient to organise groups of

sigh level perc o, directed by an cfficial of the
entral kecerve ook,
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BANCO DE FOMENTO AGROPECUARIO

CREMT PROGRAMMES

FINANCIAL RESOURCES

ORGANIZATION

I- COMMERCIAL AGRICULTURE

FINANCIAL RESOURCES

Portfolio A.B,C, and D of the Banking Division
#170,117,000

Liqudation of nen agr.cultural portfolio

BCR Credii Lines

PROFITABILITY: Commercial

From the Foment Fund, deducting: investments
in s=curities of subsistency loans:

#190,498

BCY Credit Lines

PRCFITABILITY: Commercial

Current portfolio for #65,452,000

Government contributions

FINANCING OF COSTS:

I
1Government Contribution

Profitability assignment of BFA

MAIN OFFICES
- Management and Evaluation

BANKING AGENCIES

- Loans officials, responsible for all phases
of pranting and collection

PROCEDURES.

- Automatic loan to category A clients
I - REFORMED SECTOR
HEAD OFFICE:

- Development of po'icies
- Coordination with MAG, ISTA, FINATA
and Banco de Tierras

BANKING AGENCIES

- Officials in charge of cooperatives

- Officials in charge of individual
farmers

EVALUATION: Inter-institutional group

Il - SUBSIST:NCY LOANS

Management ar. Supervision

BANKING AGES CIES:

! Programme officials
j PROCEDURES:

", Automatic loan to A Clients
-

Evaluation: MAG-BFA Group

Solidarity groups
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