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13. Sammary Description

I. Program Overview:
accomplish the. following:
- eliminate the fertilizer subsidy

The reform program in the fertilizer subsector has been designed to ‘

- liberalize the entry of private sector marketing, and

- establish a commercial credit fund

Included in this program will be technical assistance for monitoring and conducting special

studies needed to evaluate the impact of the proposed reforms.

The total program will be

incrementally funded at a level of $20.0 million of which $9.0 million ($7.5 million - program
agsistance and $1.5 million project/technical assistance) will be AEPRP/ESF funds and $11.0
million ($9.5 million ~ Program assistance and 1.5 project/technical assistance) will be from

development assistance funds already budgetted in the Mission's current OYB.

The $3.0 million

for project/technical assistance will be authorized separately and obligated by the Mission

through a limited scope grant agreement with the GRC.

The program funds will be disbursed in

tranches with each disbursement conditioned upon successful performance during the previous

funding period.

II. Policy Reform Special Conditions:

In addition to the standard conditions precedent (legal

opinion, designation of authorized representatives, and establighment of separate dollar
account), the following conditions and covenants will be included in substance in the Program

Grant Agreement:
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A,

Conditions Precedent to Disbursement of the Cash Transfer,

1. First Disbursement Prior to the first disbursement of
$6.0 million under this grznt the Government of the Republic

of Cameroon (GRC) will:

(a). Promulgate a multi-year plan, in form and substance
satisfactory to A.I.D., for the phased elimination of all
fertilizer subsidies ("Subsidy Elimination Plan").

(b). Publicly announce a new method, acceptable to
A.I.D., of paying fertilizer subsidies such that:

(1) All fertilizer subsidy funds will be provided
through the Grantee's official budget documents and
processes.

(2) The amount of the grantee's fertilizer subsidy
officially budgeted shall be fully deposited in one or
more accounts within the commercial banking system in
Cameroon and be available for disburs=zment to eligible
importers and distributors no later than Januarvy 1 of
each year that the subsidy remains in effect.

(3) Eligible private sector fertilizer importers and
distributors will be reimbursed on a first-come,
first-served basis via the commercial banking system
upon proof of distribution to retailers.

2. Second Disbursement Prior to the second disbursement of

$1.5 million under the Grant, the Grantee will, except as
the Parties may otherwise agree in writing,

(a) Provide evidence, satisfactory to A.I.D., of the
effective establishment and operation of the Fertilizer
Credit Fund, and

(b) Provide evidence, satisfactory to A.I.D., of the
effective establishment and operation of the Fertilizer
Subsidy Fund.

3. Third Disbursement Prior to the third disbursement of -

$2.5 million under the Grant, subject to the availability of
funds, the Grantee will, except as the Parties may otherwise

agree in writing,:



(a) Provide evidence, satisfactory to A.I.D,, of
continued application of the policy of market liberalization for
fertilizer importation and distribution for the 1989 crop year,

(b) Provide evidence, satisfactory to A,I,D., of the
continued effective operation of the Fertilizer Credit Fund
through the 1989 crop year, and

(c) Provide evidence, satisfactory to A,I.D., of the
continued effective operation of the Fertilizer Subsidy Fund for
the 1989 crop year.

4. Fourth Disbursement Prior to the fourth dishbursement of
$3.0 million under the Grant, subject to the availability of
funds, the Grantee will, except as the Parties may otherwise
agree in writing,

(a) Provide evidence, satisfactory to A.I.D., of
continued application of the policy of market liberalization for
fertilizer importation and distribution for the 1990 crop year ,

(b) Provide evidence, satisfactory to A,I,D,, of the
continued effective operation of the Fertilizer Credit Fund for

the 1990 crop year,

(c) Provide evidence, satisfactory to A.I.D., of the
continued effective operation of the Fertilizer Subsidy Fund for
the 1990 crop year.

5. Fifth Disbursement Prior to the fifth disbursement of
$4.0 million under the Grant, subject to the availability of
funds, the Grantee will, except as the Parties may otherwise
agree in writing,

(a) Provide evidence, satisfactory to A.I.D., of
continued application of the policy of market liberalization for
fertilizer importation and distribution for the 1991 crop year,

(b) Provide evidence, satisfactory to A,I.D., of the
continued effective operation of the Fertilizer Credit Fund and
conduct a special review, satisfactory to A.I.D., of the long
term impact of the Fertilizer Credit Fund and; ¥

(c) Make no further provision for subsidy in the
distribution and marketing of fertilizer.

B, Special Covenants

1. The Grant will be free from any taxation or fees imposed
under the laws in effect in Cameroon. '



2. The Grant will not be used to finance military,
paramilitary or police requirements of any kind, including the
procurement of commodities or services to be used by the
military or police, or to pay principal or interest on loans to
or for the military or police.

3. No further price controls will be instituted or expanded
in the marketplace which in effect contravene the agreed upon
schedule for removing the fertilizer subsidy.

4., The Grantee will abolish its present system of
fertilizer import quotas.

5. The Grantee will abolish its present system of
allocation of subsidized fertilizers to cooperatives and other

users.

6. The Grantee will systematically review smallholder crop
price policies and levels to review and determine adjustments
needed on at least an annual basis. Reports of these reviews
and recommendations issuing from such reviews shall be provided

to USAID.

7. pPariodically, the Grantee will evaluate with A.I.D, the
progress toward attainment of the objectives of the rzform
program and as necessary will modify from time to time the
Subsidy Elimination Plan so as to assure attainment of such

objectives.

8. The Grantee will actively promote the expansion of
competitive involvement of the private sector in the procurement
and distribution of fertilizers.

3. The following definitions shall apply to the fertilizer
price subsidy:

(a) average subsidized fertilizer price will be
calculated based on the formula ((1 - S)(Pi + Dc))
where S is the rate of subsidy expressed as a decimal
percentage, Pi is the C.I.F. landed Douala price and Dc
is the port handling/storage/transport cost similarly
weighted, and as weighted for the quantities of
fertilizer anticipated.

(b) The subsidy reimbursement to importers and
distributors will be defined as a fixed amount per unit
of fertilizer distributed within the period of
effectiveness of the subsidy.



C. Special Account

1. The Grantee shall establish a Special Account in a bank
mutually acceptanle to the Grantee and A,..D., and shall deposit
therein currency 2of the Grantee in amounts equal to
disbursements made under the Grant, Funds in the Snecial
Account mayv be used for such purposes as are mutually agreed
upon by A,IL.D. and the Grantee,

2. Prior to disbursement of any lncal currencia2c from the
Special Account for the private sector fertilizer supply credit
program, the GRC shall submit to A,I.D., in form and subsgtance
satisfactory to A.I.D., agreeme.ts between the GRC and
participating commercial bank:s governing the use of such funds.
The agreement(s) shall include a description of the financial
mechanisms and tne terms and conditiong by which the funds will
be made available to the commercial banking system and itg
private sector clients. The agreement(s) shall describe the
monitoring and reporting requirements and shall stiruelate that
coples of such reporting requirements will be made available on
a timely basis to A,I.D.

D. Waivers
Cash trangfer arrangements preclude need for waivers, Deviation

from the above conditions precedent and special covenancs will
require A.I.D./W concurrence,

Drafted: AFPR/PD/CCWAP:AVGetson:79069:8/28/87:3530K






included in A,I.D. Geographic Code 941 as their place of
nationality, except as A.I.D. may otherwise agree in
writing., Ocean shippoing financed by A.I.D. under the Grant
shall be financed only on £129 vessels of the Unitaed States,
Xcept ag A, I1.D, may otherwise agree in writing,
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