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EXECUTIVE SUMMARY

The project team of Kenneth Peoples and ChrIS Barltrop (the team) vIsIted Conakry from June 27
to July 11 at the request of USAlD/Gumea and m cooperatIOn WIth the Government of Gumea
(GOG) DISCUSSIOns durmg the VISIt focused on the practIcal effects of the Agncultural Marketmg
Loan Guarantee Fund (AMLGF) and optIons for most effectIvely applymg the USAlD fundmg to
achIeve the Agncultural Marketmg Investment Project (AMIP) objectIves

The team sought adVIce from a wIde range of GOG officials, USAlD/Gumea staff, and Gumean
mstItutions and mdividuals mvolved m AMIP The team receIved much support and cooperatIon,
and all who shared therr VIews helped the team better understand the Issues ThIS sectIon
summarIZes the team's fmdmgs and recommendatIOns, and proVIdes an actIon plan

A Fmdmgs

1 The project grant agreement between USAID and the RepublIc of Gumea, as amended
proVIded, among other thmgs, a trust fund to support 50 percent guarantees of loans from
approved commerCial banks to Agncultural Marketmg FoundatIOn (FICA) members to support
therr agncultural marketmg actIvitIes Successful Implementation of the Loan Guarantee Program
(LGP) requrred

• FICA membershlp to match targeted borrowers The ongmal project deSIgn of loans from
$100,000 to $300,000 targeted large agncultural wholesalers mvolved prImarily m exports
Support for thIS group would stImulate food productIOn by Improvmg market access
Actual FICA members, however, were small traders WIth madequate busmess expertIse to
manage meanmgful projects FICA efforts to prepare busmess plans for FICA members
often resulted m plans that dId not reflect commerCIal realItIes or the mtended fund use and
could not lead to a sustamable strengthenmg of agncultura1 marketmg

• Careful credlt analysls and loan admmlstratwn To manage nsks and contam losses, the
banks needed to conduct adequate mdependent credIt analySIS of borrowers, VISIt
borrowers' operatIons, and adequately mOllitor the funds' use and project nnplementation
Instead the commerCIal banks relIed on FICA project preparation and the AMLGF
guarantees, WhICh lowered the banks's credIt standards

• Ongomg FICA and AMLGF overslght Ongomg FICAIAMLGF overSIght of borrowers was
essentIal to ensure that busmess plans were followed, funds were used for therr mtended
purposes, and trade receIpts were applIed to loan repayments Involvement seems to have
eXIsted durmg project mceptlon and after project faIlure However no meanmgful, ongomg
mOllitormg or project nnplementatlon aSSIstance appeared durmg the project

• An adequate loan repayment culture FICA borrowers had to use the loan for therr
mtended purpose and place adequate nnportance on loan repayment In practIce, neIther
was often the case
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2 Ongmal project assumptIOns proved mvalld based on

• Targeted client base The ongmal market of export wholesalers WIthout access to bank
fmancmg that could be aIded by a partial guarantee never matenalIzed

• Bank enthusiasm WhIle the project assumed actIve bank partIcIpation, the banks
recogruzed that losses were mevitable and sought to lImIt therr partiCIpation

• FICA effect on borrower performance The effect that FICA would have on borrower
performance - essentIally makmg non-bankable projects bankable through Its mtervention
WIth the borrower - was overestimated

3 A mId-proJect reVIew and attempt to restructure the loan guarantee approach dId not make
useful changes m the project deSIgn Reducmg the mffilffium loan amount and expandmg the
clIent base could not address the fundamental market constramts

4 Further modIfIcatIOn or extenSIOn of the AMLGF framework IS unlIkely to produce any
sIgmficant lffiprovement m results, leavmg USAID and the GOG WIth an opportumty to reallocate
the fundmg to more productive uses

5 The Trust Fund term expIred on September 30, 1998 Article 4 of the Trust Fund agreement
reqUIres that the assets be dIsposed of as stated there unless USAID and the GOG agree
otherWIse m wntmg

6 Based on the Information provIded to the team, the ongmal dollar value of USAID's lllitIaI
capItal contnbutIOn to the Trust Fund appears to be mtact, and a portIon of the mcome can meet
all remammg oblIgatIons

7 WhIle the GOG cannot receIve any funds from the Trust Fund, accordmg to Section 2 6 of the
Trust Fund agreement, the GOG can agree WIth USAID to convert the Trust Fund mto a local
currency fund to support agncultural marketmg aCtivIties as provIded m ArtIcle 4 of the Trust
Fund agreement The reCIpIent orgamzatIon(s) can certify that no funds have been or WIll be
prOVIded to any GOG mstitutlOn, agency, or offICIal

8 The PRIDE/Fmance Busmess Plan IS a reasonable course of actIon to achIeve fmancIaI
ViabIlIty The plan has been well prepared and the Issues affectmg the fmancIaI VIabIlIty of
PRIDE/Fmance adequately addressed Only tlffie wIll tell whether It can be lffiplemented m
practice gIven the constramts of the Gumean envrronment and the human resources avaIlable

9 AMLGF does not constitute an mdependent, ongomg, Viable concern havmg market value
Mamtammg AMLGF as a trustee IS unnecessary for any of the team's recommended options

B Recommendations

The future of the Trust Fund mcludes some competmg mterests USAID may WIsh to ensure that
the funds are used only for therr ongmal purpose, If at all, smce allocation to other ObjectIves
would requrre a full reassessment of the level and dIrectIon of support It IS wIllmg to proVIde to
the Gumean economy The Central Bank of the RepublIc of Gumea (BCRG) may be most
mterested m ensurmg access to the foreIgn exchange and mmlffiIZmg the borrowmg needed to
deal WIth recapItalIZatIon of the CredIt Mutuel The MllliStry of Agnculture and LIvestock

IV AMLGF ASSESSMENT
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(MOAL) may be most mterested m channelmg the funds mto the agrIcultural sector The
Mlillstry of Plan and CooperatIon (MOPC) may prefer broader support for rural development
The team's dISCUSSIOns WIth mterested partIes anned at understandmg these objectIves and
developmg optIons to best satIsfy these dIverse mterests The team took these varIOUS mterests
mto account and developed the followmg recommendatIOns The actIon plans for these
recommendatIons are lIsted m SectIon C

B1 Recommendation 1 - Dissolve AMLGF

The eXIstmg AMLGF component deSIgn IS not sUIted to current COndItIOnS m Gumea, and the
project's tIme perIod, after two extenSIOns, IS about to expIre In the team's oplillon, contmumg
AMLGF as presently constItuted, even WIth a substantIal refocus on meetmg the project's ongmal
objectIves, IS unlIkely to produce meanmgful results and IS not a VIable optIon

B2 Recommendation 2 - Dispose of the Trust Fund Assets

The optIons narrow to whether USAID and the GOG WIsh to expand support for PRIDE/Fmance
and, If so, whether that addItIOnal support should be lnnited to the current Trust Fund or should
mclude the addItIonal $2 6 mIllIon ongmally mtended to supplement the Trust Fund Alternately,
all funds can be de-oblIgated and returned to the U S Treasury

Termmate the project Termmate the project m accordance WIth SectIon 5 3 of the Trust Fund
agreement and reprogram the funds Transfer the remammg prmcipal and mterest from the
partICIpatmg banks' accounts m New York to the U S Treasury and de-oblIgate the remaInmg
$26 mIllIon

Termmatmg the project would end a program that has been unable to achIeve measurable results
and release USAID and GOG staffmg resources for more productIve actIVItIes ThIS optIon does
not represent a foreIgn exchange outflow for the BCRG smce the $2 mIlhon has remamed on
deposIt m New York It recovers USAID fundmg depOSIted WIth pnvate commercIal banks that
could not be used for ItS mtended purpose

Reallocate eXlstmg funds Instruct the depOSItory banks to sell the Trust Fund's assets on deposIt
m New York to the BCRG for converSIOn to local currency as proVIded m ArtIcle 4 of the Trust
Fund agreement, as amended The Gumean francs (GNF) proceeds would be deposIted mto
restrIcted accounts establIshed by USAID at the commercIal banks to form a successor fund
Subject to agreement between USAID and PRIDE/Fmance, all or part of these GNF funds would
be allocated by USAID to PRIDE/Fmance as grant fundmg m support of mIcrofmance lendmg
DIsbursements would be contmgent on complIance by PRIDE/Fmance WIth agreed upon
Improvements rn Its performance ratIOS Standby (or "clean") letters of credIt (LlC), Issued by
the Gumean depOSItory banks would be an appropnate mecharnsm to accomplIsh these transfers
automatIcally The terms of these standby LlCs would requITe PRIDE/Frnance and ItS audItors to
certIfy complIance WIth the COndItIons of each drawrng Any funds remammg after the standby
LlC expIres would be automatIcally transferred to a USAID account and reallocated by mutual
agreement between USAID and the GOG m conformIty WIth the ongmal project agreements The
mterest on the undrawn restrIcted depOSIts would be paId to PRIDE/Fmance as mterest mcome
untIl the standby LlC expIres The remalillng $2 6 mIllIon would be de-oblIgated

Recommendatzon The team recommends that the GNF proceeds of the Trust Fund assets sale
prOVIde grant fundmg to PRIDE/Fmance ThIS grant fundmg would supply lendable funds

EXECUTIVE SUMMARY v
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suffICIent to allow a mearungful mcrease m the lendmg portfoho and move PRIDE/Fmance
toward ItS break-even volume DIsbursements would be controlled by settmg up a domestIc
standby LlC WIth a Gumean deposItory bank that would permIt perIOdIC drawmgs by
PRIDE/Fmance based on presentatIon of certIfied statements conflfffimg complIance WIth certam
fmancml performance mdicators

However these funds alone may be msufficient to allow PRIDE/Fmance to reach break-even
volume and achIeve fmancial vIabIhty, accordmg to Its busmess plan Unless PRIDE/Fmance
obtams fundmg from other sources suffICIent to reach a break-even volume, the funds provIded
would be absorbed over tIme by operatmg losses wIthout leavmg a permanent result 1

ThIS recommendatIon meets the BCRG's ObjectIve of gammg the foreIgn currency, comphes WIth
the MOAL's ObjectIve of usmg the funds to support agncultural development, addresses the
MOPC's mterest m furthermg rural development, lengthens the hfe of PRIDE/Fmance, and caps
direct-fundmg support by USAID at the current $2 mIllIon

83 Recommendation 3 - Support Sustamable Results

BeSIdes channelmg the assets of the Trust Fund to PRIDE/Fmance, the team recommends
supportmg entry of PRIDE/Fmance mto the Gumean mterbank market usmg, as a catalyst, the
addItIonal $2 6 mIllIon m obhgated, but undIsbursed, fundmg

The addItIOnal $2 6 mIllIon would be mvested m a trust account wIth a deposItory mStItutIOn m
the Uruted States and used to collaterahze Issuance of standby LlCs m favor of Gumean banks
lendmg to PRIDE/Fmance or covermg PRIDE/Fmance bonds Issued to Gumean banks The
amounts avaIlable would mcrease over tIme as PRIDE/Fmance achIeves ObjectIve and reasonable
benchmarks demonstratmg pOSItIve profItable growth toward a break-even volume A U S
manager would Issue the standby LlCs and extensIOns as PRIDE/Fmance demonstrates
performance and need for the funds Interest on the $2 6 mIllIon would pay for the LlCs fees and
the fund manager ThIS support for local fundmg would extend the approach taken m
RecommendatIon 2 suffICIently to ensure that PRIDE/Fmance can reach break-even loan volume
accordmg to ItS busmess plan Increases m avaIlabIlIty under the standby LlCs would be
automatIcally suspended If the targets were not achIeved, WIthout needmg USAID overSIght or
mterventIon

ThIS approach would proVIde PRIDE/Fmance WIth

• Lower borrowmg costs durmg the standby LlC penod by lowermg the credItor's credIt
rIsk whIle PRIDE/Fmance progresses toward ViabIlIty

• Certamty of adequate lendable funds to achIeve the break-even pomt m a controlled
fashIon, provIdmg that the evolutIon of PRIDE/Fmance's fmancial condItIOn and
performance IS appropnate

I The fundmg from the Trust Fund may be combmed WIth fundmg from other sources such as The Cooperative Group to
AssIst the Poorest (CGAP) to enable PRIDE/Fmance to achIeve a break-even volume WIthout recourse to the supplemental
fundmg dealt WIth III Recommendation 3 Indeed USAID and CGAP could Jomtly develop a fundmg program to achIeve
thIS result WIth CGAP assummg the prtmary momtormg role on behalf of USAID WhICh does not WIsh to apply the
resources or local expertIse to perfonn thIS role ThIS approach IS beyond the scope of thIS assessment however so thIS
recommendation only assumes use of the assets of the Trust Fund

VI AMLGF ASSESSMENT
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• RelIef from pressure to develop an mdependent deposItory capabIlIty, allowmg It to aVOid
mcurrmg the related operation costs and control nsks of mstItutIons takrng publIc depOSIts
and snnplIfymg supervlSlon by the BCRG

• Access to the Gumean money market

The standby LlC would be structured WIth a tnne hnut, forcmg PRIDE/Fmance to eventually
seek mdependent fundmg Once PRIDE/Fmance becomes credIt worthy, the banks w111 be
motlvated to fund PRIDE/Fmance WIthout the support of the standby LlC to JustIfy a hIgher
mterest rate

Fundmg StabIlIty would reqUIre that drawmgs under the standby Lie be based on an mcrease m
lendmg nsk based on faIlure by PRIDE/Fmance to support agreed upon fmancml performance
mdicators, not non-renewal of bank fundmg due to a tIghtenmg m market lIqUIdlty
Documentation must conform to thIS objectlve

ACtivatIOn of thIS addItIOnal support would requIre that PRIDE/Fmance be able to certify
comphance WIth the fmancml performance mdicators so that mdependent access to the Gumean
fmancml market IS foreseeable In prmciple, no drawmgs should be necessary If fmancml vmbillty
IS achIeved, m WhICh case the standby LlC would expIre and the covermg funds be released If,
after aCtivatIon a drawmg does occur, clanns on all Gumean bank lendmg to PRIDE/Fmance
would be honored, but no new lendmg would be covered The standby LlC would be not be
renewed, and any remammg funds would be returned to the U S Treasury

The level of supplemental fundmg should be venfled before fmal lITIplementatIon of thIS
recommendation The snnphfied fmancml projectIons prepared by the team, based on mformation
receIved from PRIDE/Fmance, show a need for supplemental support of approxnnately $1
mIllIon, somewhat less than the $2 6 mIllIon avaIlable Should the CooperatIve Group to ASSISt
the Poorest (CGAP) proVIde thIS fundmg, the supplemental support from USAID may not be
necessary The actual level of maxlffiUffi support agreed to should correspond WIth reVIsed
projections developed by PRIDE/Fmance and be reVIewed on behalf of USAID to ensure that
PRIDE/Fmance has access to suffICIent fundmg and can reach a break-evvn volume Over-

fundmg should be aVOIded The actual level should be made avaIlable to PRIDE/Fmance En toto
as long as It contmues to meet the agreed upon performance mdicators even after It has reached
the break-even volume ThIS approach permIts PRIDE/Fmance to confIrm reachmg the level of
profItabIlIty needed for fundmg access to the Gumean fmancml sector

84 Recommendation 4 - Set ConditIOns

Independence PRIDE/Fmance IS, and IS likely to remam, fragIle Ultlffiate success of USAID's
addItIOnal support WIll requIre that the GOG assure a pOSItIve, enablmg envIronment, mcludmg
the followmg

• FormalIzatlon of the non-bank fmancial mstitutlOn's legal and regulatory framework The
ObjectIve should be to ensure that the legal framework IS clear and that the regulatory
mvolvement also IS clear and llffilted to that WhICh IS essentIal to protect depOSItors and
market StabIlIty

• Assurance of contmued mdependence PRIDE/Fmance does not receIve GOG support but
proVIdes essential support to rural development The pnontles must remam

EXECUTIVE SUMMARY VII
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o Fmanclal vIabIhty to assure Its contmued eXIstence and abIhty to serve the rural
markets

o Management focus on achIevmg fmancial vIabIhty while Servmg rural markets

PRIDE/Fmance does not have the resources to support larger GOG objectIves Any
lilltIatIve to dIvert fundmg from Its core objectIves will reduce PRIDE/Fmance's abIhty to
support rural markets and must be aVOided Any mvolvement by GOG m the management
or operatIons of PRIDE/Fmance would undermme management's sense of responsIbIhty
for achIevmg these results and must be aVOided

Dzsbursement control The current AMLGF structure requrres a Trust Fund managed by a
trustee, WIth deCISIons on the Issuance of guarantees and honormg of clalffis made by a Board of
trustees ThIS was necessary smce the decision-makmg process had to be based on an evaluatIOn
of the underlymg factors and, m theory, actIve oversIght by the trustee m the underlymg
transaction to ensure that the Trust Fund was protected

RecommendatIOns 2 and 3 requrre a controlled expansIOn of fundmg support based on
PRIDE/Fmance meetmg speCIfIC performance targets Smce these performance targets can be
defmed m advance, control can be llffilted to slffiple, ObjectIve venficatIOn of comphance Such
controlled dIsbursement can most effICIently be achIeved through standby LlCs m conformIty
WIth the rules and procedures estabhshed for such transactIOns m International Chamber of
Commerce pubhcatIons

The accounts that WIll hold the Trust Fund's GNF proceeds should be estabhshed m a trust
account that clearly reflects theIr status InstructIons on the funds' use should be speCIfIC and
proVIde for drawmgs under the LlC by PRIDE/Fmance If the LlC exprres before all drawmgs
are made, the mstructIons should proVIde for automatIC release of the funds to a USAID account
for reallocatIon as determmed by USAID and the GOG

The supplemental funds proVIded m RecommendatIon 3 should be depOSIted m a bank that IS not
related to any participatmg bank m Gumea but whose LlC would be acceptable to the Gumean
banks ThIS IS adVIsed to prevent any COnflICt of mterest m case a drawmg becomes necessary
The U S account may be managed on behalf of USAID If deemed necessary Grant management
m fmanclal sector transactIons IS mcluded m the Support for EconomIC Growth and InStItutIOnal
Reform Fmanclal SerVIces Indeflillte QuantIty Contract (SEGIR FS IQC) project descnptIon, so
the contractual vehIcle IS already available to USAID ThIS could be accomphshed at a modest
cost

ImplementatIOn of the proposed support for PRIDE/Fmance must be contmgent on satisfactory
completIon of acceptable arrangements WIth participatmg banks If the bankmg system IS
unwIllmg to partICIpate m the mechamsm proposed m RecommendatIon 3, then an alternatIve
control mechamsm would have to be developed 2

No deposlt takmg by PRIDE/ftnance from the publzc PRIDE/FInance must agree not to seek
depOSIts from the pubhc untIl It has estabhshed ItS abIhty to borrow from the Gumean fInanCIal
market WIthout external support The addItIOnal operatmg and secunty costs requrred to
adequately control the hazards of managmg a depOSIt base of pnvate depOSIts would substantIally
mcrease the break-even volume and VOId the fmancial projectIons

2 Early dISCUSSIOns WIth one bank suggested that there should be no problem WIth the recommended dIsbursement control

VIII AMLGF ASSESSMENT
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No change in management No change m management of PRIDE/Fmance may occur by order or
decree of the GOG except for reason of fmancial msolvency, WhICh termmates the abIlIty of
PRIDE/Fmance to receIve any addItiOnal resources under the GNF trust or U S trust establIshed
wIth USAID funds

No targeting ofportfollO composItIOn A suggestion was made that PRIDE/Fmance mamtam 40
percent of Its portfolIo m agnculture The team does not agree PRIDE/Fmance wIll have the
greatest effect on rural development and agnculture, the most nnportant sector m the rural area
for more than 85 percent of the populatIOn, by fmancmg the most productIve users of funds In
any case, the boundanes between agncultural and non-agncultural use may be blurred and
dIffIcult to polIce

B4a Ancillary Recommendations

AdmlnIstratzve actlOn and ImplementatlOn The decIsIon regardmg the Trust Fund and transfer of
the trust assets must occur by the Project AssIstance CompletIon Date (PACD) Though the Trust
Fund agreement does not have a diSpOSltIOn deadlme, USAID authonty to take numerous related
actIons expIres WIth the PACD Accordmgly USAID must decIde how the trust assets should be
allocated and transfer them by the PACD All clanns and other oblIgatIOns must be prOVIded for
or SatISfIed by thIS date

AMLGF can be lIqUIdated and Its charter canceled at any tIme Its oblIgatIOns, paId from the
Trust Fund, must be SatISfIed before the trust assets are reallocated and transferred AMLGF also
must wmd up ItS affaIrS and be lIqUIdated before September 30 Employee severance,
admlllstratlVe expenses, and loan guarantee clanns also should be satIsfIed by then OffIce
furmture, eqUIpment, and vehIcles - all AMIP property - should be dIsposed of accordmg to
the project grant agreement before the PACD

AchIevmg a structure that accomplIshes the recommendatIons above WIth mmnnal need for
ongomg mvolvement by USAID WIll reqUIre very careful structurmg of agreements and
documents, plus fme-tunmg the level of support to most realIstIcally conform to the expected
evolutIon of PRIDE/Fmance ThIS WIll reqUIre an appropnate level of nnplementatIon support

C Action Plan

The followmg actIon plan details the steps and Items that must be addressed m nnplementmg the
team's recommendatIons If USAID deCIdes not to accept RecommendatIon 2 and chooses to
termmate the program, then only Items 1 and 2 need to be nnplemented If RecommendatIon 2 IS
accepted, Items I, 2, and 3 should be nnplemented If RecommendatIon 3 IS accepted, Items 1
through 4 should be undertaken Careful attentIon should be paId to select the relevant
alternatIves under the actIon Items that relate to the partIcular recommendation accepted

C1 Develop Trust Fund DISPOSition Agreement between USAID and GOG

C1a Action Negotiation of DISPOSition Agreement - Issues to be Covered

• Sell hard currency to CBRG and transfer funds to new GNF trust account
• EstablIsh new GNF trust or blocked account for condItIOnal benefit
• Defme purposes of new trusts for quarterly condItIOnal fundmg to PRIDE/Fmance
• Resolve fmal AMLGF adffill1strative expenses

EXECUTIVE SUMMARY IX
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• Resolve claImS agamst loan guarantees
• Transfer loan recovenes to new GNF trust (RecommendatIon 1) or banks

(Recommendation 2)
• End trusteeshIp of AMLGF and prOVIde for closmg of AMLGF and charter cancellatIon

C1 b Action Address Outstanding Commitments of Trust Assets

• Resolve all outstandmg claImS on loan guarantee
o ClaImS

- OptIon I ProvIde a reserve to cover outstandmg but unsatisfIed claImS
- Option 2 SatIsfy outstandmg claImS before PACD

Sub-option I Payoff guarantee
Sub-optIon 2 Deny claIm as mehgIble use of proceeds

o Recovenes
- OptIOn I Transfer all recovenes mto the account of the transferred trust asset
- OptIOn 2 Allow banks to have 100 percent of the recovery to encourage collectIon

• Resolve all allowable adImmstratIve expense Issues
o Obtam fmal statement of AMLGF expenses
o ReVIew and confIrm expense budget
o Transfer confrrmed fInal expense amount to account for AMLGF operatIOnal expenses

C1c DIspOSition and Transfer Trust Assets

• USAID and BCRG enter mto an agreement for the sale of the remammg U S dollar
denomInated trust assets m exchange for eqUIvalent amount of GNF

• Transfer GNF eqUIvalent of trust assets to trust account of Gumean bank for quarterly
transfer to PRIDE/Fmance, proVIded fmancIal standards are met
o OptIon I Estabhsh trust account, managed by the bank's trust department as trustee,

and proVIde funds to PRIDE/Fmance quarterly as financIal standards are met (confIrmed
by audIt) MIssmg standards for two qJarters trIgger dIsbursement of remammg LlC
amount to USAID account for reallocatIon for new actIVIty

o OptlOn 2 Estabhsh standby LlC backed by trust funds The terms of the LlC would
allow draws quarterly by PRIDE/Fmance, proVIded standards are met MIssmg
standards for two quarters trIgger dIsbursement of remammg LlC amount to USAID
account for reallocation to new actIVIty

• Income from GNF trust should be paId each quarter to PRIDE/Fmance, net of any bank
fees for managmg the Trust

C2 Winding Up AMLGF's AffairS

• USAID and GOG create agreement on close down of AMLGF

• Board of DIrectors adopts close-down plan

• Obtam a fmal accountmg of all AMLGF admIIDstratIve expenses
o GIVe employees notIce of AMLGF closmg
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• Determme employee severance
o If wntten employment agreement, pay severance followmg agreement formula
o If pnor trustee polIcy, pay severance followmg pohcy
o OtherwIse, pay severance of reasonable amount appropnate for Gurnea, consIstent WIth

Gumean law and related to salary, posItIon, and length of serVIce

• Obtarn fmal expense accountmg on Ime Items electrICIty, water, rent, etc

• USAID confrrms admmIstrative expense accountmg

• Transfer the confIrmed expense amount to the local bank admmistratIVe account

• Pay adm1ll1strative expenses

• Transfer remamrng trust assets as set forth above
o Transfer AMIP property used by AMLGF accordrng to USAID-GOG agreement

• GOG Issues decree withdrawmg the charter of AMLGF

C3 Agreement Between USAID and PRIDE/Finance

• CooperatIve agreement to set forth terms and condItIons of receIvrng agreed upon quarterly
amounts, provIded specIfIed obJectIve-quantIfIable standards are met

• Estabhsh standards that PRIDE must meet quarterly as confrrmed by rndependent
accountants Standards mclude
o Increasmg loan volume (percent per quarter)
o POSItIve return on assets (quarter by quarter)
o POSItIve net-rnterest margm
o Declmmg negatIve operatmg expense margm (quarter by quarter)
o Increasmg total mterest mcome (decreasmg loss)

• EstablIsh amount of each tranche and fmal standards based on more thorough analySIS of
PRIDE/Fmance frnancIaI statements and plans

• FaIlure to meet durmg subsequent quarter, PRIDE/Fmance gIven SIX months to meet
standards to gam addItIOnal fundmg or access to fundmg termmates permanently from
GNF (RecommendatIon 1) trust or (RecommendatIon 2) standby LlC and remarnrng funds
transferred to USAID account for reallocatIon or reprogrammmg as determmed by USAID
and the GOG

• After PRIDE/Frnance has obtamed $2 mIllIon from the GNF trust, PRIDE/Fmance may
submIt request quarterly to the U S Trust baSIS for a standby LIe to back debt borrowmgs
as set forth below, prOVided PRIDE/FInance contmues to meet the same performance
standards each quarter

EXECUTIVE SUMMARY XI
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C4 Commit Additional $2 6 Million to Support PRIDE/Fmance Reachmg Break-Even

• EstablIsh trust fund m U S bank m mcome-producmg account

• Engage Trust management to manage funds and cause standby LlC to be Issued
o Accept PRIDE/Fmance debt-fundmg requests accomparued by audIted and certlfled

statements of meetmg performance standards
o Drrect bank to Issue standby LlC (100 percent) collateralIzed by trust assets to back

bank borrowmg or PRIDE/Fmance bonds for purchase by banks
o AuthorIZe reIssue of standby LlC to support rollover of outstandmg PRIDE/Fmance

borrowmg or bonds as long as PRIDE/Fmance meets fmancmg standards
o Should PRIDE/Fmance fall to meet performance standards, a new LlC WIll not be

Issued for a new borrowmg or bond Borrowmgs WIth standby LlC wIll be resumed If
standards are met m the tlme frame of the standby LlC

o Should PRIDE/Fmance contlnue to fall to meet performance standards and repayment of
any borrowmg as It comes due, the standby LlC trIggers and all other bank borrowmgs
or PRIDE/Fmance bonds are due and payable from the standby LlC

o Upon default on any debt borrowmg, PRIDE/Fmance can no longer make any request
for standby LlC to support debt borrowmg

o All standby LlC pay claImS of debt or bond as the debt or bond matures
o Any funds m the U S trust remammg after default are returned to the U S Treasury

• Trust manager manages trust mcome
o ProvIdes for trust management fees
o ProvIdes for LlC fees

XII AMLGF ASSESSMENT
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ANALYSIS OF FINDINGS AND RECOMMENDATIONS

A Fmdmgs

In assessmg the Agncultural Marketmg Loan Guarantee Fund (AMLGF), the team revIewed the
purposes of the fund and the orgaruzatIonal and operatIonal structure of the Trust Fund and
AMLGF, WhICh was created to adrnffilster the Trust Fund as trustee) The team then studIed the
orgaruzatIonal and operatIonal hIstOry of the Loan Guarantee Program (LGP), from the delays m
establIshmg the Trust Fund and AMLGF to the long process of negotIatmg agreements WIth
Gumean banks and developmg loans for the LGP The team also revIewed the orgaruzatIonal and
operatIOnal hIstory of the Agncultural Marketmg FoundatIon (FICA), whose members were the
ongmal mtended recIpIents of guaranteed loans These fmdmgs focus on the LGP results, assess
some of the ongmal assumptIons, and address Issues relatmg to the future of the Trust Fund,
AMLGF, and the $2 6 mIllIon of USAID funds oblIgated, but not yet dIsbursed, for the LGP
component of Agncultural Marketmg Investment Project (AMIP)

A1 LGP Not Successful

The project grant agreement between USAID and the RepublIc of Gumea, as amended, provIded,
among other thmgs, a trust fund to support 50 percent guarantees of loans from approved
commercIal banks to FICA members to support therr agncultural marketmg actIVItIes

A loan guarantee program, to have any chance of success, should be based on the followmg
concepts

ClIents who

• Are commItted to long-term busmess development and bUlldmg long-term busmess and
bankmg relatIOnshIps

• WIll properly use techrucal and fmancml support to expand therr busmesses
• Have demonstrated eXIstmg capaCIty close to the level needed to Implement projects

WIthout outSIde aSSIstance

Projects that

• Are fundamentally sound but margmally beyond the clIent's eXIstmg capaCIty
• Would be bankable If mcremental fmancml resources and effectIve ImplementatIon support

were proVIded

AdVIsers who

• Have the techrncal competence to successfully run comparable busmesses m slIDI1ar
countrIes

I Fundamental to the AMLGF component IS recogmzmg that the Trust Fund and AMLGF are separate and dlstmct legal
entities havmg dIfferent functions and rules of operations The Trust Fund conSIsted of the monetary grant proVIded by
USAID as capItal to support loan guarantees covenng ehglble borrowers at approved commerCIal banks AMLGF IS the
corporate Trust Fund manager estabhshed to act as trustee and admmlster the Trust Fund assets m accordance WIth the
purposes estabhshed by agreement of the benefactor (USAID) and the benefiCIary (GOG) AMLGF IS the fidUCIary manager
of the assets owned by the Trust Fund To aVOId confuSIOn thIS report WIll refer to the overall loan guarantee program as
the LGP to dlstmgUlsh dISCUSSIons and comments relatmg to the Trust Fund manager
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• Have credIble reasons for not wantmg to leverage that expertIse by runmng therr own
compames

• Are committed to protectmg the pool of guarantee funds placed WIth them m trust by pro
actIvely enforcmg successful project mpiementation

Essentially, the technIcal aSSIstance must make projects work that otherWIse would not work The
guarantee should assure the banks that the techmcal adVIsers are so senous and confIdent m the
effectIveness of therr support that they are willmg to share, by partICIpatmg, m the nsk The
guarantee should not be mtended as a loss-sharmg process The ongmal project deSIgn generally
recogmzed these elements However the LGP was not successful for a number of reasons

FICA membershlp to match targeted borrowers FICA members who were encouraged and
supported by FICA to request a guaranteed loan were not the type of borrowers mtended by
AMIP for the LGP The ongmal AMIP consIsted of two components 1) pnvate and export
marketmg promotIon and aSSIstance through a Gumean trade promotIon and marketmg
foundatIon, and 2) mproved access to fundmg for short-term export fmance and longer-term
capItal mvestments relatmg to agncultural markeung Loans were to be from $100,000 to
$300,000 The guarantee fund was essentially an export-fmancmg faCIlIty deSIgned by a
contractor who had substantial expertIse m establIshmg export credIt programs The AMIP
components were carefully deSIgned to be mutually supportIve, thereby mcreasmg the chance for
success of each

GIven the level and state of the Gumean economy, thIS loan range necessanly meant that the
fmancIaI component saw large agncultural busmesses and wholesalers mvolved prmanly m
exports as the target group While the program permitted agncultural producers to obtam
fmancmg, It focused more on upstream busmesses handlmg and dealmg WIth food products for
export Support for the targeted group would stlmulate food productIon by mprovmg market
access Producers would be mdrrectly served by receIvmg market SIgnals for more demand
through hIgher pnces for agncultural produce destmed for export

The LGP presumed the eXIstence of such a pool of larger busmesses that needed a guarantee for
loans of thIS SlZe to obtam export and domestIC sales fmancmg However actual FICA members
were small traders who had madequate busmess expertIse to manage meanmgful projects FICA
dId not develop a membershIp orgalllZatIon that mrrrored the LGP deSIgn A few notable pomts
are worth mentIOnmg

• FICA membershIp grew rapIdly to 555 members by 1995 and dropped preCIpItously to
about 80 members m 1996

• Nearly all members needed help developmg a busmess plan and developmg InformatIon for
a loan applIcatIon

• Few members were mvolved m exportmg agncultural products, and all applIed for eIther
pre-shIpment fmance or a loan for expanSIOn or moderlllZatIon, fmancmg the banks would
conSIder to be hIgh nsk

The fact that the resultmg FICA membershIp pool dId not reflect the ongmal targeted type of
busmesses for receIvmg loans should have raIsed a cautIon about the appropnateness of the LGP
to serve ItS mtended purposes The fact that members had to have busmess plans developed for
them mdicated therr lmited busmess expenence That they were not exporters but busmesses
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seekmg pre-export fmancmg called mto questIon whether the export credIt LGP desIgn was
sUItable for theIr needs The small SIZe of the busmesses who borrowed raIsed questions about
theIr abIlIty to perform theIr busmess plans or theIr resources to cover the debt If theIr plans
faIled The result IS somewhat predIctable The busmess plans prepared for FICA members
through rndependent consultants often dId not reflect commerCIal realIties nor the mtended use of
the funds

Gumean banks, as noted below, were less eqUIpped to lend to these smaller, less-experIenced
non-export orIented entrepreneurs Indeed the low Gumean loan repayment culture and the poor
JudICIal enforcement of loan agreements would strongly suggest than no fmancmg faCIlIty could
be structured for thIS enVIronment for these loan amounts that would enable a bank to lend safely
WIth a reasonable expectatIOn of repayment The hIgh losses of the FICA short-term credIt
facIlIty WhICh IS SImIlar to the pre-shIpment fmancmg but WIth lower amounts, should have been
a strong cautIon SIgnal about the future of lendmg under the LGP Lendmg m an enVIronment
WIth a hIgh level of non-repayment weakens, not strengthens, agrIcultural marketmg by reducmg
the workmg capItal made avaIlable to the sector

Careful credIt analySIS and loan admInIstratwn Adequate mdependent credIt analySIS of
borrowers, VIsIts to borrower's operatIons, and adequate momtormg of funds use and project
ImplementatIon by the banks was necessary to manage rISks and contam losses However many
banks dId not go beyond dIScussIons WIth the borrower, and neIther VISIted the borrower's
busmess operatIons nor VerIfIed the borrower's plan before extendmg the loan The banks dId nor
follow up after extendmg loans to verIfy that borrowers used the loan proceeds for the purposes
stated m theIr applIcatIons Instead the commerCIal banks relIed on the dOSSIers prepared by
FICA consultants on the members' behalves and on the AMLGF guarantee, undertakmg a lower
level of due dIlIgence for these loans In effect the LGP lowered the banks' credIt standards

At fIrst glance the lower level of due dIlIgence appears to have contrIbuted to the subsequent loan
defaults and the faIlure of the LGP AMIP managers noted thIS and proposed that bank offIcers m
agrIcultural lendmg receIve more mtenslVe trammg Closer observatIon, however, mdlcates that
the banks accurately assessed the lIkely outcome WhIle the banks dId not have extenSIve
expenence m agnculturallendmg, espeCially productIon credIt, no amount of trammg m
agncultural lendmg techmques could redress a fundamental defICIency m the Gumean busmess
culture the non-repayment of loans

Loan officer trammg could not compensate for fundamental LGP weaknesses, partIcularly those
mtroduced through alteratIons to the AMIP The LGP was deSIgned as an export-credIt, loan
guarantee faCIlIty The loans that the LGP trIed to promote are typIcal products offered WIth most
export-credIt guarantee programs Gumean banks were mterested, mdeed enthUSIastIC, about thIS
prospect, WhIch complemented therr current pnmary bankmg actIVIty Import/export finance
transactIons A reVIew of the elIgIble loans for guarantee under the LGP WIll help explam thIS
pomt The OperatIng Procedures outlme three types of loans elIgIble for guarantee under the
program

• Pre-shIpment finance These are pre-export loans, provldmg busmesses WIth workmg
capItal to buy or produce the goods they mtend to export For production of agncultural
products for export, thIS prOVIdes credIt to purchase seed, fertilIZer, and crop protectIon
chemIcals The fmancmg would occur for the perIod up to the tIme that the borrower
receIves payment from an exporter, a letter of credIt (LlC), or other payment mechamsm
from the foreIgn purchaser of the goods In the case of the LGP, guarantee coverage for

ANALYSIS OF FINDINGS AND RECOMMENDATIONS 3
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pre-shIpment fmance mcludes loans for productIon, harvest, collection, transformation,
packagmg, transportation, conservatIOn, storage, and ShIp-Ioadmg of agncultural products
for export

• Post-shlpment finance ThIS covers transIt time and allows the exporter to proVIde delayed
payment (seller fmance), allowmg the foreIgn buyer time to dIstrIbute and receIve payment
for the products Delayed payment IS used to lffiprove the terms of sale and encourage
sales m a competItive market Certamty of payment can be assured by mcludmg m the
buyer's lffiport LlC that payment wIll be made 30, 60, or 90 days after presentation of
documents The bank that opened the LlC assumes responsIbIlIty for makmg the payment
to the seller at the end of the delay penod, regardless of whether or not the buyer
relffiburses the bank The seller's bank can then dIscount the expected future payment,
provIdmg the seller WIth lffiffiedIate fundmg despite the delay m payment by the buyer

• Loans for expanSlOn and modermzatlOn Guarantee coverage IS avaIlable for lffiprovmg the
productIve capaCIty of the agncultural enterpnses, particularly cold storage, rrngatIOn
systems, agncultural machmery, or processmg eqUIpment EqUIpment, technIcal aSSIstance,
and constructIon could all be fmanced and covered by the guarantee Loans could be made
for up to fIVe years

Gumean banks have much expenence m post-shIpment fInance, WhICh constitutes a major portIon
of therr bankmg busmess ThIS busmess IS very SUItable for the Gumean busmess culture because
of the hIgh degree of bank control over money flow Documentary credIts are hIghly structured
transactIons WIth umform documentatIOn developed and approved by the InternatIOnal Chamber
of Commerce Banks use approved documentatIon and follow the prescnbed procedures ThIS
ensures the safe and orderly exchange of money for goods across natIOnal borders Every
provlSlon of the LlC has a purpose steeped m years of bankmg expenence m trade fmance The
proVISIons have been tested m many natIOnal courts as to whether the rules farrly reflect the baSIS
of the bargam between buyers and sellers of dIfferent countrIes Importers and exporters the
world over can be assured that they are gettmg what they contracted for through the use of LlCs
through banks expenenced m trade fmance transactions Today the rules are well accepted by
busmesses ard banks engaged m mternatIonal commerce, and those that fall to follow these
standardIZed rules are aVOIded

Documentary credIts requrre mtensive admmistration and attention to detaIl to ensure that the
exchange of money and title to goods occurs properly and at the appropnate tlffie The bank
controls the money throughout the process and assures that the exchange of tItle to the goods
agaInst payment IS controlled ThIS IS a type of bankmg busmess that Gumean banks are able to
successfully conduct m the low Gumean repayment enVIronment They are less expenenced WIth
pre-shIpment fmance or loans for expanSIOn and modernIZation These types of loans are
essentially busmess workmg capItal and long-term mvestrnent loans, both of WhICh requrre good
credIt analySIS of the busmess to determme whether suffICIent cash flow to servIce a loan would
be generated by the proposed busmess actIVIty

Most LGP loan applIcatIons presented to the banks conSIsted of those requrrmg pre-shIpment
fmancmg The borrowers needed funds to purchase or produce goods they could sell To perform
the proper credIt analySIS, Gumean loan offIcers needed trammg to analyze loans relatmg to
agnbusmess actIVIties The AMIP techmcal aSSIstance prOVIded a number of bank offIcers WIth
thIS traImng But even WIth thIS trammg, the banks had to select good borrowers, perform the
proper analySIS, and undertake the appropnate loan adIDmlstratIon measures There were
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defICIenCIes m each of these steps, suggestmg that pre-export and long-term credIts had
substantIal nsk of nonpayment and, analysIs wIll show, were not appropnate for the Gumean
busmess enVIronment

Ongomg FICA and AMLGF oversight ASIde from the banks' responsIbIlIty to admlll1ster loans
and momtor the borrowers' aCtIVItIeS, both FICA and AMLGF also should have undertaken
efforts to ensure that the FICA-member busmess plans were followed One of FICA's
fundamental purposes was to promote the agnbusmess aCtiVIties of Its members through
marketmg, provIdmg product mformatIon, restructurmg government rules and regulatIons to
facIlItate commerce, and helpmg members access fmancmg through the LGP The ultImate
success of FICA depended on the abIlIty of Its members to expand theIr busmesses, and some of
that success was vIewed as a result of FICA serVIces Key to FICA-member success was access
to suffICIent workmg capItal to enable busmess growth WIthout an adequate, relIable source of
fmancmg, most member busmess was lImIted to a senes of smgle transactIons takmg advantage
of dIscreet opportumtles

Accordmgly FICA should have had a strong mterest m seemg the success of the LGP as a
centerpIece of theIr own success When the FICA members dId not measure up to the more
substantIal busmesses expected by the AMIP desIgners, FICA, by necessIty, needed to upgrade
Its membershIp cntena and shore up theIr defIcIenCIes to lffiprove theIr chances of success Most
of the FICA-member dOSSIers submItted to commercIal banks were rejected ImmedIately because
they dId not make busmess sense, dId not reflect the member's stated mtentIons upon mtervIew,
or were not m the perceIved competence of the borrower Only fIve FICA-member projects were
selected and ultlffiately fmanced from dOSSIers FICA helped prepare, all of these loans ended m
default A SIXth loan was extended and repaId under the program FICA should have carefully
reVIewed all prepared dOSSIers and only allowed submISSIon of those that had a hIgh lIkelIhood of
success FICA needed some early successes to demonstrate to the banks that theIr members,
though not meetIng the ongmally desIgned target pool, could nevertheless perform good busmess
and were credIt worthy Thorough reVIew and due dIlIgence on FICA's part was essential to
venfy that each member selected mdeed mtended to lffiplement ItS plan and had the abIlIty and
resources save for the requested fmancmg, to do so A reVIsed FICA operatIon appears to be
movmg toward thIS approach today

Pnor to obtammg a loan, FICA needed to educate Its members on the baSIC fundamentals of
commerCial fmance, busmess planmng, and busmess admlillstratlon, and stress the paramount
lffiportance of repaymg the loan accordmg to Its terms to have contmued access to fmancmg
After the loans were dIsbursed, FICA should have been mvolved m the lffiplementatlon stage to
ensure that the borrowers were usmg the funds accordmg to theIr stated plans and, when receIpts
were receIved, were makmg loan payments as they came due As the members' advocate, FICA
was m a pOSItIOn to encourage and persuade the borrowers to develop the appropnate loan
repayment ethIC as an lITlportant step to bUlldmg and growmg theIr busmesses These
responsibIlItleS may not have been eVIdent to FICA management or Its technIcal adVIser
However gIven the nature of the Gumean busmess enVIronment and the character of the member
pool, success of the LGP largely depended on actIve and aggreSSIve efforts by FICA to ensure
that ItS members' busmess plans were qualIty plans and were properly lffiplemented ThIS pre
loan trammg and post-loan momtormg IS slffillar to PRIDE/Fmance's ffilcrofmancmg trammg
model that seems to have generated very hIgh loan repayment for the Gumean enVIronment

AMLGF had SImIlar responsIbIlItIes though from a dIfferent perspectIve The success of AMLGF
depended upon the LGP bemg used and a substantIal pool of guaranteed loans bemg developed

ANALYSIS OF FINDINGS AND RECOMMENDATIONS 5
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AMLGF needed to have the best borrowers presented early for loan guarantees and for those
borrowers to perform properly to demonstrate to bankers that a bankable busmess eXIsted among
FICA-member agnbusmess actIVItIes AMLGF should have thoroughly scrutIrnzed the busmess
plans at the onset to ensure that the busmess bemg fmanced was real, and that management was
capable and senously mtended to lffiplement the plan ThIS applIcatIon scrutmy needed to be
followed by momtonng and contact WIth the busmess to ensure that the borrower used the funds
properly and lffiplemented the busmess plan It matters lIttle that the bank also has responsIbIlIty
- even prlffiary responsIbIlIty - for performmg thIS functIon If the borrowers dId not perform
accordmg to the plan and defaulted, AMLGF would be called on to cover half the loss, the banks
would stop makmg loans, and the LGP would be at a standstIll, as It IS at present Only
successful borrowers would mcrease the loan pool and gIve AMLGF real value as a gomg
concern by provldmg a Viable loan msurance serVIce that added value to the credIt-nsk
management process AMLGF had a fIdUCiary responSIbIlIty to mcrease the guaranteed loan pool
and protect the assets of the LGP

Adequate loan repayment culture Fundamental to any successful loan program IS a pool of
borrowers who honor loan agreements and repay loans accordmg to agreed terms Guarantees do
not solve the problem of non-repayment A guarantee WIll only reduce a lender's loss by the
amount or percentage of the guarantee, but the nsk remaIns the same FICA members neIther
had a strong loan repayment culture nor the mtentlOn to use the funds as presented m theIr
busmess plans In fact, the LGP loan performance results demonstrate that members belIeved that
once the loan funds were obtamed, they could use the funds for any purpose and dId not have to
repay theIr loans

ThIS IS the key reason the LGP dId not succeed There IS very lIttle a bank can do to correct a
general popular attItude that loans do not have to be repaId No amount of loan agreement
restrIctIons or loan structure can combat the moral hazard that a borrower WIll have a
fundamental unwl1lIngness to repay a loan 2 Approaches that try to ffiffilffiIZe thIS moral hazard
mclude

• Controllmg the use of funds by provIdmg credIt m-kmd rather than cash For example,
provIdmg credIt through supplIers for the purchase of mputs for the mtended busmess
aCtIVIty, such as seeds, fertIlIZer, or crop protectIon chemIcals m the case of agncultural
producers

• Gettmg the borrower's clIents to agree to pay the bank, not the borrower, for the delIvery
of the produce

• Momtormg the borrower through penodIc, unannounced VISitS to hIS or her operatIon to
ensure that the funds are bemg used for the mtended purposes

However, these and other methods do not substItute for borrowers belIevmg they have a real
oblIgation to repay the loan In Gumea, the general publIc appears not to place suffiCIent
lffiportance on loan repayment The hIgh rate of 11lIteracy and the mexpenence WIth fmancml

2 A baSIC tenet of bankmg IS that a bank cannot successfully deal WIth a dIshonest chent
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mStltutlons are contnbutmg factors The effect IS that the nsk of lendmg IS raIsed, resultmg m a
reductlon of the credIt avaIlable to fund economIC growth 3

A2 Onglnal PrOject Assumptions Proved Invalid

Targeted clIent base The AMIP paper dIscussed an expected FICA-member base of larger
agnbusmess wholesalers and processors already engaged m busmess They were expected to use
the LGP to expand therr busmess and undertake export and market-development aCtlvities for the
products m whIch they traded The LOP would act as a catalyst for a hIgher level of busmess
aCtlVIty by mcreasmg access to fmancmg By supportmg and fmancmg theIr aCtlVItles, FICA and
Gumean banks, through the LGP, would create a demand-pull of more production and other
serVIce actIVIty m the agncultural sector at large ThIS approach IS not unreasonable provIded that
all of the condltlons eXIst to allow It to happen

However the ongmally targeted pool of export wholesalers and other agnbusmesses WIthout
adequate access to bank fmancmg that could be aIded by a partlal guarantee dId not matenalIze 4

It IS not clear whether FICA dId not target thIS group of larger busmesses, these busmesses dId
not want to jom, USAID changed the focus away from export marketlng, or polItIcal or other
pressure resulted m a focus on much smaller and less expenenced busmesses to form the FICA
membershIp When the members attracted to FICA dId not provIde a pool of Viable projects that
warranted loans from $100,000 to $300,000, there should have been a reevaluatlon of the
program Instead the AMIP worked WIth the membershIp pool that eXIsted rather than conSIder
whether thIS pool mcluded busmesses that were capable of undertakmg the types of market
development and export actIVIties enVISIOned by the ongmal deSIgn ThIS IS unportant ThIS
ongmal loan range IS reasonable for the cntIcal mass of busmess actIVIty necessary to engage m
export transactIons The extra effort that must go mto developmg and securmg unport and export
agreements for the sale of goods - qualIty standards, shIppmg, handlmg and penshabilIty,
storage, local delIvery, as well as fmancmg - are costly and warrant transactions of suffICIent
SIZe to JUStIfy these costs ThIS IS the reason for the ongmal hIgher loan range for loan
guarantees

ThIS IS not to say that small exporters are not present worldWIde They are However srlaller
transactions mvolve hIgher cost, lower margm, and a hIgher level of nsk Smaller busmess uruts
often have less expenenced and less capable management and busmess acumen In addltlon, the
admlll1stratIve costs of extendmg smaller loans mcrease a bank's admlll1stratIve costs and lower
ItS margm to cover the nsk of loss When a market IS trymg to develop new export opporturutles,
targeted opporturutles should be of suffICIent SIZe to maXImIZe the probabIlIty of success and
JUStify the governmental aSSIstance to promote them Larger transactions WIll have much greater
and more VISIble effect m downstream production mcrease and other economIC actIVIty

In any event, the AMIP coordmator should have recoglllZed that redirectmg the ongmal program
to serve the pool of smaller busmesses had mherent problems Several defICIencIes of the
resultmg FICA membershIp should have suggested the redrrectIOn would not succeed, mcludmg

3 It should be noted that a credIt culture does not matenahze Without effort Borrowers must fear default even more than the
banks ThIS reqUIres that borrowers truly beheve that they have more to gam by honormg theIr obhgatIon than by fadmg to
10 so In the last century thIS belIef was remforced WIth debtors pnsons deportatIon and other more dracoman remedies

4 The number of Gumean busmesses meetIng these cntena IS lIkely to be small They probably are already engaging In

export actIVItIes have a working relatIonshIp WIth a bank do not need FICA and AMLGF services and finanCing and do
not want to help theIr potentIal competItIon by JOlnmg FICA

ANALYSIS OF FINDINGS AND RECOMMENDATIONS 7
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• Low level of busmess expenence m the types of busmess actIVIties targeted for promotlon
• Small SIZe of busmess aCtiVIty
• Low level of personal resources to support the busmess
• Low level of hteracy
• Low loan-repayment ethIc

Together these defIcIencIes gave a strong warnmg that the LGP would not succeed ThIS group of
busmesses had many dIffIcultIes to overcome m order to learn how to do busmess successfully
under the program

The ongmal program was deSIgned to support economIC development and the generatIon of
foreIgn exchange earnmgs on a wholesale baSIS, thus promotmg broad-based agncultural
development In effect the ongmal program was abandoned m favor of SOCial mtervention on an
mdividual baSIS

Bank enthUSIasm Banks are generally enthuSiastIc about mechamsms that lower therr nsk and
ensure a hIgher return 5 But where, as here, the nsk of loss IS hIgh, the guarantee does not
prevent the bank from mcurrmg expected losses, and therefore, the guarantee prOVIdes an
madequate mcentlve Accordmgly the bank's partiCIpatiOn m the program was more lIkely due to
a behef that they were oblIged to partICIpate than from an expectatIon that It would be successful
The operational results are mstructIve After a few loans were approved, the banks stopped
further lendmg under the LGP After the loans went mto default, the banks discontmued the
program WIth vanous arguments about why the faIlure occurred

WhIle the project assumed aCtive bank partICIpatIon, the banks recoglllZed that losses were
mevitable and sought to lImIt therr partlCIpatIOn From the tIme that the ongmal AMIP paper was
completed m July 1992 and the loan guarantee program opened for operatIon m mId-1997, the
followmg changes occurred that lowered bank mterest m the program or expectatIon of
profItabIlIty

• The mmImum loan SIZe for elIgIble borrowers was lowered to $25,000

• The FICA agnbusmess promotIon aCtiVIty was restrIcted to domestic markets m May
1996

• The FICA-member pool resulted m mostly smaller busmesses, 79 percent dId not request
loans withm the ongmal loan range

• The LGP assets on depOSIt WIth the partIcipatmg bank had to be deposIted WIth therr New
York correspondent and beyond therr actIve use

• The FICA small credIt program resulted m 95 percent non-repayment

By the tIme the loan guarantee program opened for busmess, the Gumean banks had a strong
behef that the guaranteed loans would not be repaid There was msufficient commurncation WIth
the banks to learn therr VIews on the program and understand therr concerns It appears that the

s By lowenng the nsk on half the loan a low Imphed rate can be aSSigned on that portion of the loan By mamtammg a
blended rate on the entire loan at normal market rates the yield on the unguaranteed portion IS effectively raised makmg
the transactIOn more attractive to the bank
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banks may have delayed therr entry mto the program as long as possIble, resultmg m almost a
year from the executIon of the trust agreement to the banks entermg mto protocols WIth AMLGF,
and another year before the fIrst LGP loans were extended As soon as the loans entered default,
the banks stopped lendmg under the program One bank reported that It added a provISIon to Its
loan loss reserve from the mceptlon of the program because It antIcIpated that It would result m
losses At least one partIcIpatmg bank never extended a LGP loan

FICA zmpact on borrower peiformance FICA sIgruficantly overestImated the effect It would have
on member-borrower performance Product market mformatIon dISSemmatIon, busmess-plannmg
assIstance, trade farrs, marketmg trammg, commerCIal bank trammg, and other busmess serVIces
could not make essentIally non-bankable projects bankable FICA faIled to proVIde adequate
support to ensure that members properly executed therr busmess plans

A3 Restructurmg Ineffective

A mId-proJect reVIew and attempt to restructure the loan guarantee approach dId not make useful
changes m the project deSIgn Reducmg the mmnnum loan amount and expandmg the clIent base
could not address the fundamental market constramts

AMIP changes were made for varIOUS reasons, pnmanly to Improve the abIlIty of FICA to
develop a sustamable trade orgaruzatlon WIth Its membershIp and to help FICA attract addltIonal
members Most of these changes lowered the chances of a successful LGP

Lowenng the loan amount ellgzble for a loan guarantee As dIscussed above, lowermg the loan
SIZe to meet the more modest needs of the maJonty of FICA members dId not mean that they
would receIve loans and be able to conduct successful busmess transactIons Lowermg the
mlnIffium loan amount brought m lower-capacIty borrowers and actually mcreased the trammg
needs Reducmg the mlnIffium loan amount and expandmg the clIent base could not address the
fundamental market constramts that made loans to these borrowers extremely nsky WIth a hIgh
lIkehhood of loan losses

The FICA program was redzrected to the domestzc markets as the excluszve targets for marketmg
promotIOn and asszstance m May 1996 ThIS actIon occurred almost a year before the banks
approved any loan and AMLGF Issued any guarantees Refocusmg the FICA program on
domestIc markets recogruzed that FICA members needed to develop the abIlIty to sell therr
products and generate revenues domestIcally before spendmg valuable capItal resources on the
more demandmg export busmess ThIS made sense for Gumea's level of economIC development
and the busmess and operatIOnal expenence of FICA's members

However a sunI1ar reVIew of the LGP should have occurred That reVIew would have revealed
that the LGP was essentIally an export credIt guarantee program that should be canceled If FICA
was no longer able to support export marketmg

Further study to develop a more domestIC fmancmg faCIlIty would have found, partIcularly
through the dIsastrous small credIt faCIlIty of 1994-95, that such a lendmg program would not be
successful under the current envrronment When the LGP IS VIewed as an entrrely domestIC
fmancmg program, the banks have a sIgrufIcantly hIgher nsk of loss They are least mterested m
productIon credIt or fmancmg agnbusmess workmg capItal WIthout the abIlIty to control funds
and uses, the bank IS left WIth less effective moral hazard management techruques - collateral,
provIdmg supplIes rather than cash, and extenSIve morutormg regardmg uses of proceeds - to
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try to ensure loan repayment In addltIon, the reductIon m transactIon SIZe necessItated by the
ShIft to a domestIc focus made such loans less cost effectIve

Broaden the LGP to non-FICA members FICA membershIp was neIther restrICtIve nor
expensIve MembershIp fees were mexpensive compared to other loan-related expense and would
not dIscourage potentIal borrowers In fact the very hIgh number of 555 FICA member durmg Its
organIZatIonal penod proves thIS pomt Most members Jomed WIth the expectatIOn that they
would then receIve a loan and were qUIte wIllmg to become members to apply for a loan DesIre
for a loan does not mean credIt worthmess The bottleneck to the development of a loan
guarantee pool IS the lack of bankable projects

The bank statements that the FICA membershIp reqUIrement was too restrIctIve on the LGP were
an mdIcaUon that the banks belIeved that there were not bankable busmesses among FICA
members However, the converse, that there were bankable non-FCA members avaIlable, was not
necessanly true, and only one matenalIZed

A4 ExtenSion of the LGP Not Justified

Further modIfIcatIOn of the AMLGF framework IS unlikely to produce any sigruficant
lIDprovement m results, leavmg USAID and the Government of Gumea (GOG) WIth an
opporturuty to reallocate the fundmg for more productIve uses Further extenSIOn of the loan
guarantee program m Its current form IS not JUStIfIed

The LGP has not worked As shown above thIS faIlure was due to fundamental dIfferences
between the assumptIons behmd the desIgn and the project as It was lIDplemented Redressmg the
weaknesses eVIdent m thIS program would not change the fundamental Issues that prevent such a
program from succeedmg Some suggestIons, WhICh are dIscussed below, have been made on
further modIfIcatIon of the program to make It more sUItable to the Gumean enVIronment
However even If modIfIed, the team belIeves there would be few, If any, new transactIons under
thIS program and therefore seems lIttle pomt m contmumg It

Interest coverage Bank and project ofticials mamtam that a portIon of the loan mterest should be
guaranteed, as IS the case m other export guarantee programs ThIS would be a bIg mIstake The
underlymg weak fundamentals of the borrowers, theIr busmess plans, and theIr non-payment of
loans cannot be cured by mterest coverage ThIS would only enable a bank to reduce ItS losses
slIghtly but could lessen the mcentIve to ensure recovenes The delays m declarmg default and m
collectmg the loan may generate hIgh-penalty mterest fees that WIll help defray a bank's costs,
but not produce performmg loans Such charges, If permItted, would encourage banks WIth
unrecoverable loans to mamtam the loans on the books to contmue clalIDmg half the mterest due,
thus mtroducmg moral hazard One of the few successes of the LGP program IS that the
restrICtIonS on the guarantee terms were suffICIent to prevent depletIon of the trust assets even
though the pnmary program was not successful ThIS suggests that the loan guarantee structure
was properly deSIgned but could not be lIDplemented m the Gumean busmess enVIronment

More agnculturallendmg trazmng A commonly reported reason for the lack of LGP success IS
the lack of agncultural bank expertIse of the bank loan officers However lImIted the loan
offIcers' expertIse m agnculturallendmg, addItIonal trammg would not have produced a
performmg loan pool As stated above, no amount of trammg WIll lIDprove the moral hazard of a
borrower who IS determmed not to repay a loan Indeed the more trammg that the loan offIcers
receIve, the more likely they would be even more conservatIve m theIr lendmg practIces
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Through thIS trammg they WIll learn m detail the vanous nsks for lendmg to the agrIcultural
sector and the bankmg approaches and techruques for mmllTIlZmg these nsks As they learn that
more nsks eXIst than they prevIOusly thought, theIT reactIon would be to mcrease the qualIty of
the borrower they seck before allowmg a loan to be approved

Convert AMLGF to a leasmg program A suggestIOn has been raIsed that the LGP should be
modIfIed mto a successor trust to permIt AMLGF to support leasmg transactIons of eqUIpment
and machmery for busmesses engaged m agnbusmess actlvltles IrutIallY leasmg may make sense
m Gumea Leasmg IS the most rapIdly growmg form of fmancmg busmess use of eqUIpment and
machmery worldWIde, mcludmg for the agncultural sector Leasmg proVIdes the lessor some
advantages over bankers because they are able to manage lease payments or repossessIOn of the
leased eqUIpment If default occurs Havmg tItle to the eqUIpment or machmery gIves a legal
advantage m most JUrISdICtIOnS over seIZmg collateral pledged to a loan In addltlon lessees tend
to recogruze that the lessor owns the eqUIpment and that hIS lease payment IS tIed to Its use
Failure to repay a loan does not seem to make borrowers belIeve that the bank should own
everythmg they bought WIth the loan proceeds that they declme to repay

Leasmg IS a very speCIalIZed form of fmancmg that requITes very careful study by those WIth
SubstantIal expenence m markets of sImIlar busmess culture PolICIes and procedures must be
taIlored to the types of actIons that are likely to effect proper lease payment, eqUIpment
mamtenance, and orderly surrender of the eqUIpment upon default or at the end of the lease term
The leasmg structure does not cure cultural behaVIOr that does not place value on IIvmg up to
debt oblIgatIons CommerCial leasmg speCialIsts should undertake very careful study of the
Gumean market As thIS IS a very profItable busmess for those able to develop the appropnate
busmess model for Gumea, thIS should be a purely busmess venture supported by pnvate capItal
ThIS may result m recommendatIons for legIslatIve and regulatory changes to Improve the clImate
for eqUIpment leasmg m Gumea Leasmg could be an Important fmancmg vehIcle Gumea under
the nght busmess enVlfonment

However, thIS should be a commerCial deCISIOn based on busmess economICS Some of the banks
may already be lookmg at thIS possIbIlIty, and, If a VIable market eXIsts, there IS no reason why
they should not 1ll1tIate thIS type of fmancmg

The same systemIC nsk factors that apply to the ongmal LGP are likely to apply to leasmg
transactIons BuIldmg the mstitutIOnal mfrastructure to properly manage a leasmg operatIon
would requITe a substantIal mvesnnent AMLGF has not demonstrated an abIlIty to manage credIt
nsk nor has It bUIlt any mfrastructure that could be useful to a leasmg company The team sees
no reason to assume that such a converSIOn would be successful and does not belIeve thIS IS a
VIable optIon

Clear SIgnals The team fmdmgs show that the ongmal AMIP thmkmg was reasonable but
mappropnate for the Gumea enVlfonment No modIfICatIon m the program was gomg to Improve
that enVlfonment The team belIeves that several mdlcators warned of the ultImate LGP faIlure,
mcludmg

• ReductIon of the elIgIble loan SIZe
• FICA membershIp dIfferent from the AMIP paper
• RestrIctIon to domestIc marketmg promotIon
• The $300,000 small credIt-access program, WhICh was undertaken m 1994-95, was a

faIlure, WIth 21 of 22 loans never repaId

ANALYSIS OF FINDINGS AND RECOMMENDATIONS 11
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The fallure of the FICA small-loan credIt faCIlIty IS partIcularly mstructlve smce It mvolves the
same mstItutIon that IS supposed to be helpmg LGP clIents ThIS poor expenence should have
warned USAID and the contractor that there mIght be a severe problem WIth a non-repayment
culture among FICA members that would also be expenenced m the LGP The defaultIng
borrowers were from the same FICA membershIp that the LGP was deSIgned to serve The
default on the smaller loans should have been a strong mdlcatlon that the defaults would also
occur on much larger loans Unfortunately the fallure was blamed pnmarlly on the lack of
professIOnal credIt analySIS and madequate controls

Legal remedIes do not appear to support debt collectIon Reports were many that the courts tend
to favor the mdlvldual borrower, mcludmg for takmg possessIOn of collateral supportmg the loan
upon default Untll the general Gumean non-repayment behaVIor IS redressed, startmg WIth court
enforcement of collateral nghts, commerclallendmg m Gumea m SItuatIOns where the bank does
not have control of the funds throughout the loan transactIon should be aVOIded ThIS IS preCIsely
the approach followed by the Gumean banks, WhICh are well aware of the hazards of lendmg m
theIr market Close observatIon would have noted thIS danger before AMLGF was operatIonal

These warrung SIgnals should have trIggered a more senous reVIew of the fundamental
assumptIons behmd the LPG In essence the project should have been canceled

AS Trust Fund Agreement Expired

The Trust Fund term expIred on September 30, 1998 ArtIcle 4 of the Trust Fund agreement
requITes that the assets be dIsposed of as stated there unless USAID and the GOG agree
otherWIse m wntmg

USAID and the GOG entered mto the Trust Fund agreement on July 25, 1995, WhICh prOVIded
for the end of the Trust Fund term to comclde WIth the end of the program grant agreement on
September 30, 1997 The Trust Fund agreement was amended as of September 30, 1997, among
other thmgs, to extend the Trust Fund term untll September 30, 1998 ThIS amendment paralleled
a sImllar amendment extendmg the project completIon date of the project grant agreement for an
addltlonal year to enable fmal actIVIty on the formatIon of FICA and the LGP An adritIOnal one
year extenSIOn of the project aSSIstance completIon date (PACD) was executed on September 29,
1998, to gIve USAID suffICIent tIme to deCIde how to address reSIdual program Issues, mcludmg
the subject of thIS assessment However the Trust Fund agreement was not amended a second
tIme, WIth the Trust Fund term endmg September 30,1998

A faIr readmg of the Trust Fund agreement, as amended, requITes that the Trust Fund be
dIsposed of at the end of the Trust Fund term as prOVIded m ArtIcle 4 The fITst sentence of
ArtIcle 4 states that the assets of the Trust Fund shall be dIsposed of as proVIded m ArtIcle 4,
"unless the parties agree otherwise In Writing" (emphaSIS added) WhIle the mam subject of
ArtIcle 4 proVIdes for the converSIon of the Trust Fund,6 the team has concluded that thIS
complIcated procedure IS unnecessary and mappropnate The proVISIon for the mutual agreement
of USAID and GOG should control for several reasons

6 The conversIon was to occur through transfer of the U S dollar denomInated assets of the Trust Fund to the Central Bank
of the RepublIc of GUInea (BCRG) and to transfer the GUInean francs (GNF) eqUIValent of those assets to AMLGF s
account whIch shall constItute a successor Trust Fund Thereafter AMLGF and the successor Trust Fund would be offered
for sale to the GUInean prIvate sector accordIng to procedures agreed upon by USAID and the GOG
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• The prnnary purpose of the Trust Fund was use of the assets to support the development
of the LGP as desIgned by the AMIP Paper If successful ArtIcle 4 provIded for the
contmuatIon of the LGP as a pnvate entIty through the converSIOn and sale of the Trust
Fund and AMLGF to the Gumean pnvate sector ThIS would preserve the commercIal
value estabhshed by LGP and enable the ongomg busmess to contmue as a pnvately owned
Gumean concern Unfortunately the LGP was not successful and the ongmal purpose for
the converSIon and sale dId not occur ArtIcle 4 provIded for alternatIve resolutIOns of the
Trust Fund as agreed by the partIes USAID and the GOG already have had dISCUSSIOns on
potentIal alternatIve uses of the Trust Fund assets consIstent WIth AMIP's ongmal general
purpose These dIScussIons mclude makmg the trust assets avaIlable for the support of
PRIDE/Fmance as dIscussed m the recommendatIons

• The fact that the Trust Fund term exprred on September 30, 1998, and was not extended
along WIth the project grant agreement to September 30, 1999, has caused no harm The
Trust Fund agreement does not have a tnnetable for dISposItIon of the Trust Fund the
partIes already have begun dISCUSSIOns regardmg therr dIspOSItIon, and the ultnnate
dISpOSItIOn WIll be consIstent WIth the agreement The team recommends, however, that a
plan for the dISpositIon of the assets of the Trust Fund be adopted and essentIally
nnplemented by the extended PACD ThIS wIll ensure that USAID wIll have full authonty
and fundmg to nnplement the agreement reached by USAID and the GOG on dISpOSItIOn
of the Trust Fund In reachmg agreement on fmal dISposItIon of the remammg assets, the
partIes should make certam that all outstandmg guarantees of loans have been satIsfIed 7

• It should be noted that the Trust Fund agreement reserved the nght for USAID to
termmate the Trust Fund at any tIme umlaterally due to the default or mcompetence of
AMLGF or "other changed circumstances" (emphaSIS added) The umlateral termmatIon
would result m USAID and the GOG reprogrammmg the uncommItted assets of the Trust
Fund Tnggermg thIS provISIon IS unnecessary given the clear language of ArtIcle 4 for the
partIes to agree on the dISpOSItIOn of the Trust Fund Nevertheless the SUbStantIal changes
to the ongmal AMIP and the adverse effects on the LGP are suffIcIent m the team's
opmIOn to constItute changed crrcumstances permmmg the trlggermg of thIS provISIon
should USAID conSIder such actIon necessary

If the USAID (benefactor) and GOG (benefICIary) cannot agree on a purpose consIstent WIth the
ongmal mtentlons for WhICh the trust was created, then the trust can be consIdered to have faIled
and m accordance WIth the law of trusts, the trust assets would revert to the benefactor ThIS
mterpretatIon IS further supported by the fact that SectIon 2 6 of the Trust Fund agreement
prOVIdes that the GOG shall not be entItled to any payments from the Trust Fund

A6 Trust Funds Intact

Based on the mformatIon prOVIded to the team the ongmal dollar value of USAID's lllitIaI
capItal contnbutlon to the Trust Fund appears to be mtact, and a portIon of the mcome can meet
all remammg oblIgatIons

7 ThIS does not mean all claIms should be paId The proceeds of one loan under claIm were used to Import coffee to GUInea
process the coffee before Importation and sell the coffee In GUInea After havmg completed thIS deVIation from the loan
agreement the borrower still faded to repay the loan The actual use of the loan IS not allowed by the LGP and therefore
not elIgIble for guarantee coverage ThIS claIm IS In dIspute The partIes should proVIde for the payment of the claim If
ultimately resolved In the bank s favor or If not transfer of the reserve In the same manner as the remaInder of the trust
assets
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The team understands that the majorIty of the Trust Fund assets are on deposIt WIth three
Gumean commercIal banks, WIth the dollars mvested m money market mstruments through these
banks' correspondents m New York These funds are understood to be under dual sIgnature
control of AMLGF WIth counter-sIgnature of USAID ThIS arrangement appears reasonable and
approprIate, and should ensure that the funds are fully preserved, as mdicated on the lIstmgs
provIded to the team, WhICh mdicate that $1 mIllIon IS deposIted WIth the SocIete Generale des
Banques en Gumee (SGBG) and $500,000 each m the Uruon InternatIonale de Banques en Gumee
(UIBG) and the Banque InternaIOnale de Commerce et de l'Industrte de la Gumee (BICIGUI),
plus accrued mterest 8

The preservatIon of the prmcipal of the Trust Funds should be noted as a success of the project
deSIgn that care was taken to structure the placement of the assets m trust m a manner that would
mmImIZe theIr rIsk of loss or devaluatIon As a result USAID and the GOG have these assets
avaIlable for reallocatIOn to other actIVltleS sIITlllar to the ongmal purposes of supportmg
mcreased busmess actIvIty m the agrIcultural sector

A7 No Impediments

WhIle the GOG cannot receIve any funds from the Trust Fund, accordmg to SectIon 2 6 of the
trust agreement, the GOG can agree WIth USAID to convert the Trust Fund mto a local currency
fund to support agrIcultural marketmg actIvItIes as provIded m ArtIcle 4 of the Trust Fund
agreement The reCIpIent organIZatIon(s) can certIfy that no funds have been or wIll be provIded
to any GOG mStItutIon, agency, or offiCIal

Accordmg mformatIOn provIded the team, the assets of the Trust Fund (except for the offIce
expense account) are held m the New York correspondent banks of the Gumean banks
participatmg m the LGP The funds are mvested m mcome-producmg mstruments, the mcome of
WhICh IS the property of the Trust Fund and has been use to pay claImS on loan guarantees, and,
durmg the past year and a half, AMLGF's admlllistratIve expenses Funds can be transferred
from the accounts WIth the SIgnatures of AMLGF and USAID offICIals Once USAID and the
GOG agree on the dISpOSItIon of the Trust Fund and the remammg claImS on guarantees or
AMLGF admmistratIVe expenses are provIded for, the funds can be sold to the Central Bank of
the RepublIc of Gumea (BCRG) for the then-eqUIvalent m Gumean francs (GNF) and transferred
accordmg to the dISpOSItIOn agreement

The Trust Fund agreement IS sIlent on the use of the assets of the Trust Fund after dISSolutIon of
the trust, other than that It should be determmed by mutual agreement between GOG and
USAID

AS PRIDE/Fmance Busmess Plan

The PRIDE/Fmance Busmess Plan IS a reasonable course of aCtIon to achIeve fInanCIal VIabIlIty
The plan has been well prepared and the Issues affectmg the fmancIaI VIabIlIty of PRIDE/Fmance

8 ThIS does not conStitute confirmatIon that the funds mdeed eXIst as stated We understand that PnceWaterhouseCoopers IS
conductmg an audIt of AMLGF ThIS audIt should mclude verificatIon that sIgnature authority on file WIth the banks
confonn to and are supported by appropriate Board resolutions that the account names properly reflect that the ownershIp
by the Trust Fund (rather than AMLGF whIch IS the trustee not owner of the funds) and through dIrect commumcatlon
WIth the mvestmg banks m New York that the funds are on depOSIt under appropnate conditions and controls
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adequately addressed Only tnne wIll tell whether It can be nnplemented m practIce gIven the
constramts of the Gumean envrronment and the human resources avaIlable

Busmess plan PRIDE/Fmance has prepared a comprehensIve busmess plan that thoroughly
dIscusses Its organIZatIonal hIStory, Its market and customers, busmess operatIons, and busmess
strategy for the next fIve years The busmess plan IS complete WIth fmancml statements detaIlmg
Its operatIOnal hIstory and WIth fmanclal projectIOns for Its future operatIOns that management
belIeves are attamable wlthm the plan penod The PRIDE/Fmance busmess plan IS partIcularly
thorough for a fmancml mstltutlon of Its SIZe of assets and operatIon The hIgh level of detaIled
dISCUSSIon partIcularly WIth respect to ItS busmess strategy to reach fmancml vIabIlIty, mdlcates a
great deal of tnne, effort and senous thmkmg have gone mto preparmg the busmess plan

The team belIeves that the busmess plan, as presented, represents a reasonable course of actIon to
achIeve the busmess goals of PRIDE/Fmance, mcludmg achlevmg fmanclal VIabIlIty WhIle the
team conSIders some of the fmancml projectIons to be based on somewhat OptlffilStiC assumptIons,
the team IS not prepared to challenge these projectIons as we lack a comprehensIve understandmg
of the market and busmess of PRIDE/Fmance Recent operatIons not meetmg the plan suggest
that some assumptIons are optnnistIc ThIS IS the nature of a busmess plan It IS a plan or guIde
of what management hopes to achIeve durmg the prOjected penod, but It IS only a guIde of
deSIred company performance Crrcumstances often change altermg actual performance above or
below the projectIons

After completIon It becomes a management tool for assessmg current operatIons agamst the plan
to determme what adjustments can and need to be made to contmue pOSItIvely along the Imes of
the plan As external crrcumstances change, management must change the assumptIons of the plan
to reevaluate where they can be gIven the new enVIronment On balance, successful comparues
achIeve growth m the dIrectIon of the plan and constantly reevaluate the valIdIty of the
fundamental bases upon whIch the plan IS bUIlt Whether PRIDE/Fmance WIll be able to achIeve
thIS busmess plan wIll depend on the constramts on the enVIronment as 11 evolves and the abIlIty
of management to use ItS avaIlable human and other resources to meet the prOjected results

The team agrees WIth management that :.<:ey factors m achlevmg the busmess plan targets are

• Access to lendable funds
• Access to credIt-worthy clIents
• OperatIonal effICIency and control

WhIle the latter two are reasonably controllable by management, access to lendable funds has so
far been controlled by donors and represents a severe constramt on PRIDE/Fmance's ablhty to
achIeve ItS plan targets For thIS reason the current mcome-generatmg nsk assets are
approxnnately half the level antICIpated m the busmess plan ThIS IS a senous vanance that must
be corrected If the plan IS to have any relatIon to realIty ThIS defICIency can only be corrected
by addIt10nal donor funds or funds from other sources suffICIent to allow PRIDE/Fmance to
reach break-even volume, as mdlcated m the busmess plan AddIt10nal techmcal aSSIstance and
operatmg SubSIdIes, as recently approved m the cooperatIve agreement WIth USAID, do not solve
thIS problem

Seekmg publIc deposIts as an alternate source of fundmg substantmlly mcreases the nsk of moral
hazard and operatmg expenses, and the need for regulatory superVISIon and therefore should be
aVOIded Obtamrng wholesale fundmg from the Gumean fInanCial system WIthOUt outsIde support
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WIll not be possIble until PRIDE/Fmance has become profItable and IS able to achIeve fmancIaI
viabIlIty, thus after the break-even volume has actually been achIeved Deposn-takmg should only
be reconsIdered after a regulatory and supervIsory regIme IS m place for mlcrofmance mstItutIOns
and PRIDE/Fmance has attamed three years of consecutIve operatIons above the break-even
volume level or three years of consecutIve profItabilIty WIthout donor fundmg or adlTIlillstratIve
assIstance

The structure of the busmess plan's fmanclal analySIS suggests a zero-based approach and detailed
budgetmg for every umt, then consolIdatIOn up to an mstItutIOnal whole ThIS proVIdes substantIal
detaIl to the extent that the overall message may be lost m the detaIl Mlssmg, for example, IS a
concise balance sheet and proflt-and-Ioss statement or other statement usually produced by a
fmancIaI mstltutlon (rather than a proJect) that would gIve a concise overvIew of the expected
results planned In prmclple the budgetmg process should fIrst mvolve establIshmg mstltutIOnal
fmancIaI targets In the second stage, mdlvldual umts plan how they WIll contrIbute to achlevmg
these targets The thIrd stage consolIdates these mdlvldual plans and reconcIles dIfferences
between the overall targets and the consolIdatIon of mdlvldual budgets, resultmg m adjustments to
ensure that the overall targets are met

Current operatIOns USAID has supported the development of PRIDE/Fmance and recently
commItted an addItIonal $1 8 mIllIon to support eqUIpment, techmcal aSSIstance, and operatmg
costs over the next few years PRIDE/Fmance, WIth help from Volunteers m Techmcal
ASSIstance (VITA) and fmancIaI support from USAID, has developed a solId operatIonal base and
has overcome many of the challenges mvolved m operatmg a mlcrofmance mstItutlon m Gumea
However overcommg these challenges reqUIres a complex credIt management and mternal control
process that IS mherently expenSIve Even assummg contmued strengthemng of the management
process, two key elements are cntIcal

• Operatmg costs must be brought mime WIth operatmg mcome, prmclpally through ralsmg
mterest-differentIal mcome and mcreasmg the average transactIon SIZe to Improve
effICiency and contam costs These changes may run counter to the ongmal phIlosophy of
servmg only the poorest of the poor, but are absolutely essential If the mstitutIon IS to
surVIve to serve anyone

• The volume of outstandmg good loans must be mcreased so that volume-sensItIve mterest
dIfferential and fee mcome mcreases to offset the relatIvely volume-msensltlve, head-offIce
admimstratIVe expenses

PRIDE/Fmance recognIZes these ImperatIves and already has taken actIon to Implement mcreases
m mterest rates and mdlVIdual transaction SIZe These actIOns are wlthm the management control
of PRIDE/Fmance However mcreasmg the volume of good loans depends not only on sound
lendmg opportumtles but also on access to lendable funds PRIDE/Fmance estImates m ItS
busmess plan that It can reach fmanclal VIabilIty With a volume of loans outstandmg of some $5
millIon (GNF 6 6 bIllIon), assummg all other assumptIons prove correct Its current level of loans
outstandmg IS only $1 3 mIllIon (GNF 1 6 billIon), well below ItS busmess plan target and well
below the break-even volume The major constramt IS lack of lendable resources Resolvmg thiS
Issue requITes ImplementatIon of one or both of the followmg optIOns

• Develop a domestIC depOSIt base ThIS has been under dISCUSSIon m PRIDE/Fmance, but
there are appropnate concerns WIth the added operatIonal costs reqUITed to handle
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mcreased and unpredIctable cash flows and wIth the added control needed to ensure that
these deposIts are applIed appropnately

• Increase mstltutlOnal sources of fundmg, whether on a grant basIs from donors or on a
wholesale basIs from the Gumean fmancial sector

The Gumean expenence WIth the CredIt Mutuel has shown that control Issues are lillportant
Developmg a rural depOSIt base m parallel WIth a lendmg actIVIty IS expensIve and hIgh rIsk
Acceptmg depOSIts from the pubhc would change the nature of PRIDE/Fmance and mcrease the
reperCUSSIOns of fal1ure The potentIal effect of losses to depOSItors would requrre a hIgh level of
prudentIal supervlSlon from the BCRG Expenence has shown that the nsks Inherent m
depository mstItuttons m Gumea are dIffIcult to control and should not be undertaken hghtly
Increased supervIsIon would be costly for the BCRG and PRIDE/Fmance Takmg depOSIts from
the publIc should be VIewed as a last resort If no other fundmg source IS avaIlable

Donor grant fundmg to buIld a low-cost pool of lendable funds would mcrease mterest
dIfferentIal margms and lower the break-even lendmg volume But donor grant funds are llillited
It IS uncertam whether suffICIent grant fundmg wIll be avaIlable to reach a break-even pomt In
any case, WIthout a domestIC source of fundmg, PRIDE/Fmance's abIlIty to grow and ultlillately
to be sustamable would be constramed

If PRIDE/Fmance can mdeed be fmancially viable at a nsk-asset level of $5 mIllIon based on a
market cost of funds, as clalilled m ItS busmess plan, and realIstIcally could expand beyond that
level, then access to domesttc money markets becomes a hIgh pnonty Usmg the llillIted donor
funds avaIlable as a catalyst to secure entry mto the domestIc money market could leave a self
sustammg fundmg mecharusm If successful, thIS approach could preserve some of the donor
funds for further reallocatIon to other developmental efforts once PRIDE/Fmance had
demonstrated to the fmancIaI markets that It no longer needed external support and was credIt
worthy m ItS own nght

Annex D shows a break-even analySIS and tentattve projectIons for PRIDE/Fmance The data
shown and projecttons made are based on actual mformatlon as reported by PRIDE/Fmr"nce and
on the assumptIons reVIewed WIth management The results tend to confrrm management's
estlillate of the break-even volume of GNF 5 bIllIon The team dId not mdependently venfy eIther
the data or assumptIOns

ConslStent with AMIP purpose Usmg the Trust Fund to support PRIDE/Fmance would comply
WIth the ongmal mtent of supportmg marketmg of agncultural products, though mdlrectly, smce
any lillprovement m commerce and mdustry m rural towns and VIllages dIrectly or mdrrectly
Improves the domestIc market for agncultural produce ThIS approach, however IS conSIstent
WIth the AMIP deSIgn to fmance exports of agnbusmess wholesalers thereby mcreasmg demand
and productIon m rural areas

A key element of the ongmal AMIP loan guarantee program was support for pnvate sector
IDltIatIves to expand marketmg of agncultural products Usmg the Trust Fund to support
PRIDE/Fmance as a pnvate sector mstItutIon WIthout GOG partICIpatIOn would conform to the
ongInaI ObjectIves of the project, provldmg that PRIDE/Fmance retalllS that mdependence Funds
owned by PRIDE/Fmance must contmue to be used exclUSIvely ill support of Its pnvate sector
lendmg program and Its own operatmg costs, not the GOG or ItS actIVItIes ThIS IS consIstent
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WIth Sectlon 2 6 of the Trust Fund agreement that the GOG IS not to receIve payments from the
Trust Fund or Its successor actlvltles

A9 AMLGF Unnecessary

AMLGF does not constitute an mdependent, ongomg, VIable concern havmg market value
Mamtammg the AMLGF as a trustee IS unnecessary for any of the team's recommended OptIOns

AMLGF was ongmally conceIved to be a Gumean nongovernmental orgaruzatIon to admlruster
the LGP Gumean law dId not proVIde for such an orgaruzatlon, so AMLGF was estabhshed by
GOG decree The essential purpose of AMLGF was to act as trustee of the Trust Fund and
admlruster the loan guarantee program These purposes are clearly stated m the Trust Fund
agreement and the project grant agreement DIsbursement of the fIrst tranche of the Trust Fund
was COndItIOned on the GOG establIshmg AMLGF for these purposes AMLGF IS governed by
ItS bylaws or statuts, the Trust Fund agreement, and the Statement of Operatmg Procedures,
adopted by Its Board of DIrectors on Apnl 21, 1995

ContmuatIon of AMLGF, mdeed the sale of AMLGF to the Gumean pnvate sector, was mtended
to occur If AMLGF developed a successful loan guarantee program and had value as an
mdependent gomg concern However, a successful LGP dId not matenahze None of the
approaches recommended by the team or under dIScussIon between USAID and the GOG would
reqUIre the contmued expense of a corporate trustee Now that the Trust Fund date has expIred
and USAID and the GOG wIll mutually agree on the dISpOSItion of the Trust Fund, AMLGF IS
no longer needed

As a Gumean corporate entIty, AMLGF should wmd up ItS affaIrS m accordance WIth 11s bylaws
and the GOG decree under WhICh It was estabhshed WhIle theoretically AMLGF could be sold
or otherWIse transferred to whomever the GOG, USAID, and Gumean law permIts, AMLGF's
value IS questIOnable The Trust Fund agreement prOVIdes that AMLGF's authorIZed capItal
should be 1llltIally set at the value of the Trust Fund and that fully paId capItal IS set at $500
AMLGF bylaws permIt capitalIZatlOn of the Gumean eqUIvalent of $6 mIllIon It appears that
durmg the organIZatIon of the LGP that the mcorporators beheved that funds USAID transferred
to the Trust Fund to support loan guarantees under the LGP were also the capItalIZatIOn of
AMLGF ThIS IS not the case The Trust Fund IS a separate legal entlty contammg the funds
proVIded by USAID m trust for the purposes set forth m the Trust Fund agreement AMLGF was
only to be the trustee to admmlster those trust assets as proVIded m the Trust Fund agreement
and Statement of Operatmg Procedures

AMLGF was never capItalIZed, but such capItalIZation was never necessary From Its 1llltIal
orgaruzatIon until September 30, 1997, the USAID contractor, Sheladla AssocIates, covered
AMLGF admirustratIve expenses under the Project Grant The Trust Fund agreement was
amended on September 30, 1997, to allow the Trust Fund to be used to pay AMLGF operatmg
expenses as prOVIded m the USAID approved AMLGF budget The approach IS consIstent WIth
most trust mstruments allowmg payment of trust related expenses to be paId by the trust All
eqUlpment m use by AMLGF belongs to the AMIP The team IS not aware that AMLGF has any
other assets or lIabIlIties, It IS a shell orgaruzatIon WIth no corporate substance

There IS no date speCIfIC by WhICh AMLGF must be wound up except for the practIcalIty of Its
admmistratIve expenses After USAID and the GOG agree on the diSpOSltlOn of the Trust Fund
and the trust assets are transferred m accordance WIth that agreement, there wIll no longer be
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funds from WhICh to pay any AMLGF expenses Wmdmg up AMLGFs affaIrs should not be
dIffIcult The offIce eqUlpment, vehIcle and other personal property bemg used by AMLGF have
been proVIded by the project grant and are the property of USAID to be dIsposed of m
accordance WIth the project grant agreement DISpOSItIon of thIS property must be accomplIshed
before the PACD

The only other major outstandmg AMLGF oblIgatIons are to the AMLGF employees The team
was mformed that an employment agreement eXIsts that mcludes termmatIon procedures Those
agreements should be reVIewed to determme what speCIfic severance IS reqUIred by the
agreements In the absence of severance provISIons or agreements, the AMLGF employees
should receIve appropnate severance conSIstent WIth theIr serVIce and Gumean law, WIth these
costs rennbursed out of the assets of the Trust Fund These actIons should occur as soon as
pOSSIble to gIve employees adequate notIce to search for alternatIve employment before the
PACD

A10 Other Rural Fmanclal Intermediaries

USAID has been actIvely supportmg PRIDE/Fmance and can dIrectly mfluence the evolutIon of
thIS mstItutIon 9 ReallocatIon of the Trust Fund to support PRIDE/Fmance IS the most ObVIOUS
alternatIve, but the team nevertheless looked at other OptIOns The commercIal banks are not
deSIgned to handle small rural credIt and are not a potential partICIpant at the retaIl level
However several other channels eXIst that could represent alternatIves to PRIDE/Fmance These
are summarIZed below

Other rural credzt InstitutlOns The team sought the adVIce of Herve Bougault of the Groupe
Agence Fran<;alse de Developpement, WhICh has been provIdmg technIcal aSSIstance to both the
CredIt Rural and the CredIt Mutuel, the two fInanCIal lllStItutIons that have had extensIve branch
networks outSIde of Conakry The team understands that

• The CredIt Rural IS well adapted to the Gumean enVIronment and appears to be functIonmg
well m support of agncultural productIon, although not yet at the break-even volume It IS
establIshlT!g branches m larger towns around the country and focuses on provIdmg
fmancmg for expanSIon of eXIstmg successful agncultural actIVItIes It targets speCIfIC
crops where It belIeves It has the expertIse to evaluate the feaSIbIlIty of proposed expanSlOn
efforts It WIll only work WIth clIents who do not need technIcal aSSIstance, and does not
prOVIde any trammg or other non-fmancIaI support As a result agents are able to handle
some 550 clIents each Conceptually thIS IS a more commerCially VIable approach than the
ongmal concept behmd PRIDE/Fmance, that of targetmg clIents III a broad range of
aCtIVItieS who lack the expertIse to conduct meanrngful busmess aCtIvItIes

ThIS actIVIty IS dIrectly complementary to the VIllage focus of PRIDE/Fmance The major
areas of cooperatIon are likely to be through the exchange of InformatIon on defaulters to
ensure that borrowers who default on theIr oblIgatIOns to one mstItutIon are not able to
obtam fmancmg from the other ThIS cooperatIon IS essentIal to reInforce credIt dlsclplme
and ensure that the lendmg actIVItIes of the two lllStItutIons are not undermmed
Incremental fundmg through reallocatIon of the Trust Fund IS not needed

9 While USAID may be prOVide fmancJaI support and exert a posItive mfluence on PRIDElFmance It must be recogmzed
that It does not extend control over PRIDElFmanc USAID cannot guarantee the long-term success of thiS mstltutJon
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• CredIt Mutuel has expenenced major diffiCultles resultmg m the loss of Its entrre deposIt
base The structure of the CredIt Mutuel IS mherently unsUItable to Gumea Even WIth
Improved management, recapitalIzatlon by the GOG and other donors IS unlIkely to result
m a vIable mstltution over the long tenn The low probabIlIty of success argues for
allocatlon of the Trust Fund to other more productlve actlvities

Rural savmgs ConversIOn of rural savmgs from lIvestock and other tangIble assets to fmancial
savmgs may be more Important for rural development than credIt In some countrIes, a post
offIce savmgs system that proVIdes a safe store of value and does not nsk deposItor funds m
lendmg actlvitles IS a major contrIbutor to the fmancial system Passmg those savmgs through the
mterbank market provIdes adequate separatIon and secunty to aVOid the moral hazard problems
expenenced by CredIt Mutuel Such a mechamsm seems absent m Gumea Deposlt-takmg
mstltutlons typIcally use deposIts for lendmg, leadmg to the control and management problems
exemplIfIed m the CredIt Mutuel ReallocatIOn of the Trust Fund to develop a vehIcle for savmgs
only IS conceIvable but would have to be based on converSIOn from fmancial support to foreIgn
techrncal assIstance Such a change would probably requrre reappropnation of the funds rather
than a reallocatlon withm the eXIstmg program

Leasmg The team exammed the proposal to sell AMLGF to an mdividual and to use the assets
of the Trust Fund to support eqUIpment leasmg The team agrees that leasmg can be a very
pOSItlve mechanIsm for supportmg capItal mvestrnents, partlcularly m countrIes where property
nghts and the legal system do not adequately support asset-based lendmg by banks However,
leasmg IS a hIghly specIalIzed busmess that requrres a very hIgh level of techrncal and managenal
expertlse Developmg that very speCialIzed expertlse takes tIme We suspect that the most
appropnate way of mtroducmg leasmg mto Gumea would be through a foreIgn leasmg company
WIth the reqUISIte expertIse and establIshmg an affIlIate m Gumea (as was the case m MalaWI) or
one of the commercial banks settmg up a leasmg SubSIdIary The Gumean commercial banks
probably have access to adequate mstitutIOnal expertIse, should the potential volume of leasmg
busmess JUStIfy developmg thIS actlVIty The team does not belIeve that the eXIstence of a
corporate shell and a block of funds held m trust for another purpose IS suffiCIent justifiCatlOn for
convertmg AMLGF mto a leasmg company

B Recommendations

The future of the Trust Fund mcludes some competmg mterests USAID may WIsh to ensure that
the funds are used only for therr ongmal purpose, If at all, smce allocatlon to other ObjectIves
would requrre a full reassessment of the level and drrectlon of support It IS wIllmg to prOVIde to
the Gumean economy BCRG may be most mterested m ensunng access to the foreIgn exchange
and ffimImIZmg the borrowmg needed to deal WIth recapItalIZatIon of the CredIt Mutuel The
Mirnstry of Agnculture and LIvestock (MOAL) may be most mterested m channelmg the funds
mto the agncultural sector The M1lllstry of Plan and CooperatIOn (MOPC) may prefer broader
support for rural development The team's dIScussIons WIth mterested partles aImed at
understandmg these ObjectIves and developmg optIOns to best satIsfy these dIverse mterests The
team took these varIOUS mterests mto account and developed the followmg recommendatIons The
actIon plans for these recommendatIons are lIsted m SectIon C

B1 Recommendation 1 - Dissolve the Agricultural Marketing Loan Guarantee Fund

The eXIstmg AMLGF component desIgn IS not SUIted to current condltlons m Gumea, and the
project's tIme penod, after two extensIOns, IS about to exprre In the team's 0pImon, contmumg
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the AMLGF as presently constItuted even WIth a substantIal refocus on meetmg the project's
ongmal ObjectIves, IS unlIkely to produce meanmgful results and IS not a vIable optIon

82 Recommendation 2 - Dispose of the Trust Fund Assets

The OptIOns narrow to whether USAID and the GOG WIsh to expand support for PRIDE/Fmance
and, If so, whether that addItIOnal support should be lImIted to the current Trust Fund or should
mclude the addItIonal $2 6 mIllIon ongmally mtended to supplement the Trust Fund Alternately,
all funds can be de-oblIgated and returned to the U S Treasury

Termmate the project Termmate the project m accordance WIth SectIon 5 3 of the Trust Fund
agreement and reprogram the funds Transfer the remammg prmcIpal and mterest from the
partIclpatmg banks accounts m New York to the U S Treasury and de-oblIgate the remammg
$26 mIllIon

Termmatmg the project would end a program that has been unable to achieve measurable results
and release USAID and GOG staffmg resources for more productIve actIVItIes ThiS optIon does
not represent a foreIgn exchange outflow for the BCRG smce the $2 mIllIon has remamed on
depOSIt m New York It recovers USAID fundmg deposIted WIth pnvate commerCial banks that
could not be used for ItS mtended purpose

Reallocate eXIstmg funds Instruct the deposItory banks to sell the Trust Fund's assets on depOSIt
m New York to the BCRG for converSIOn to local currency as prOVided m ArtIcle 4 of the Trust
Fund agreement, as amended The GNF proceeds would be depOSIted mto restricted accounts
establIshed by USAID at the commerCIal banks to form a successor fund Subject to agreement
between USAID and PRIDE/Fmance, all or part of these GNF funds would be allocated by
USAID to PRIDE/Fmance as grant fundmg m support of mlcrofmance lendmg DIsbursements
would be contmgent on complIance by PRIDE/Fmance With agreed upon Improvements ill ItS
performance ratIos Standby (or "clean") LlCs, Issued by the Gumean deposItory banks, would
be an appropnate mecharusm to accomplIsh these transfers automatIcally The terms of these
standby LlCs would requIre PRIDE/Fmance and Its audItors to certIfy complIance With the
condItIons of each drawmg Any funds remammg after the stancoy LlC expIres would be
automatIcally transferred to a USAID account and reallocated by mutual agreement between
USAID and the GOG m conformIty WIth the ongmal project agreements The mterest on the
undrawn restrIcted depOSIts would be paId to PRIDE/Fmance as mterest mcome untIl the standby
LlC expIres The remaImng $2 6 ffilllIon would be de-oblIgated

RecommendatIon The team recommends that the GNF proceeds of the Trust Fund assets sale
proVIde grant fundmg to PRIDE/Fmance ThIS grant fundmg would supply lendable funds
suffICIent to allow a meanmgful mcrease m the lendmg portfolIo and move PRIDE/Fmance
toward Its break-even volume DIsbursements would be controlled by settmg up a domestIc
standby Lie WIth a Gumean depOSItory bank that would permIt penodic drawmgs by
PRIDE/Fmance based on presentatIon of certIfIed statements confrrmmg complIance WIth certam
fmancIaI performance mdlcators

However these funds alone may be msufflclent to allow PRIDE/Fmance to reach break-even
volume and achIeve fmancIaI vIabIlIty, accordmg to ItS busmess plan Unless PRIDE/Fmance
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obtarns fundmg from other sources suffIcIent to reach a break-even volume, the funds provIded
would be absorbed over tIme by operatmg losses WIthout leavmg a permanent result 10

ThIS recommendatIon meets the BCRG's objectIve of gammg the foreIgn currency, comphes WIth
the MOAL's ObjectIve of usmg the funds to support agrIcultural development, addresses the
MOPC's mterest m furthermg rural development, lengthens the hfe of PRIDE/Fmance, and caps
drrect-fundmg support by USAID at the current $2 rntlhon

83 Recommendation 3 - Support Sustainable Results

BeSIdes channelmg the assets of the Trust Fund to PRIDE/Fmance, the team recommends
supportmg entry of PRIDE/Fmance mto the Gumean mterbank market usmg, as a catalyst, the
addItIOnal $2 6 ml1hon ill obhgated, but undIsbursed, fundmg

The addItlOnal $2 6 ml1hon would be mvested m a trust account WIth a deposItory mstItutlOn m
the Umted States and used to collateralIze Issuance of standby LlCs m favor of Gumean banks
lendmg to PRIDE/Fmance or covermg PRIDE/Fmance bonds Issued to Gumean banks The
amounts avaIlable would mcrease over tIme as PRIDE/Fmance achIeves objectIve and reasonable
benchmarks demonstratmg pOSItIVe profItable growth toward a break-even volume A U S
manager would Issue the standby LlCs and extensIons as PRIDE/Fmance demonstrates
performance and need for the funds Interest on the $2 6 mllhon would pay for the LlCs fees and
the fund manager ThIS support for local fundmg would extend the approach taken m
RecommendatIon 2 suffICIently to ensure that PRIDE/Fmance can reach break-even loan volume
accordmg to ItS busmess plan Increases m avaIlabIhty under the standby LlCs would be
automatIcally suspended If the targets were not achIeved, WIthout needmg USAID overSIght or
mterventIon

ThIS approach would prOVIde PRIDE/Fmance wIth

• Lower borrowmg costs dunng the standby LlC penod by lowermg the credItor's credIt
nsk whIle PRIDE/Fmance progresses toward vlabIhty

• Certamty of adequate lendable funds to achIeve the break-even pomt m a controlled
fashIon, provIdmg that the evolutIon of PRIDE/Fmance's fmancml condItIon and
performance IS appropnate

• Rehef from pressure to develop an mdependent depOSItory capablhty, allowmg It to aVOId
mcurnng the related operatIon costs and control rIsks of mstItutIons takmg pubhc depOSIts
and slffiphfymg supervislOn by the BCRG

• Access to the Gumean money market

The standby LlC would be structured WIth a tlffie Ilffilt, forcmg PRIDE/Fmance to eventually
seek mdependent fundmg Once PRIDE/Fmance becomes credIt worthy, the banks WIll be

10 The fundmg from the Trust Fund may be combmed WIth fundmg from other sources such as The Cooperative Group to
ASSIst the Poorest (CGAP) to enable PRIDE/Fmance to achIeve a break-even volume WIthout recourse to the supplemental
fundmg dealt WIth m Recommendation 3 Indeed USAID and CGAP could jomtly develop a fundmg program to achIeve
thIS result WIth CGAP assummg the pnmary momtonng role on behalf of USAID whIch does not wIsh to apply the
resources or local expertIse to perform thIS role ThIs approach IS beyond the scope of thIS assessment however so thIS
recommendation only assumes use of the assets of the Trust Fund
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motIvated to fund PRIDE/Fmance WIthout the support of the standby LlC to JUStIfy a hIgher
mterest rate

Fundmg StabIlIty would requIre that drawmgs under the standby LlC be based on an mcrease m
lendmg rIsk based on fauure by PRIDE/Fmance to support agreed upon fmancial performance
mdicators, not non-renewal of bank fundmg due to a tlghtenmg m market ItqUldity
DocumentatIon must conform to thIS objectIve

ActIvatIon of thIS addltlonal support would requIre that PRIDE/Fmance be able to certIfy
compltance WIth the fmancral performance mdicators so that mdependent access to the Gumean
fmancIaI market IS foreseeable In prmciple, no drawmgs should be necessary If finanCIal vIabIlIty
IS achIeved, m WhICh case the standby LlC would expIre and the covermg funds be released If,
after actIvatIon, a drawmg does occur, claIms on all Gumean bank lendmg to PRIDE/Fmance
would be honored, but no new lendmg would be covered The standby LlC would be not be
renewed, and any remammg funds would be returned to the U S Treasury

The level of supplemental fundmg should be venfied before fmal ImplementatIon of thIS
recommendatIon The sImplIfIed fmancIaI projectIOns prepared by the team, based on mformatlon
receIved from PRIDE/Fmance, show a need for supplemental support of approxImately $1
mIllIon, somewhat less than the $2 6 mIllIon avaIlable Should the CooperatIve Group to ASSISt
the Poorest (CGAP) proVIde thIS fundmg, the supplemental support from USAID may not be
necessary The actual level of maxImum support agreed to should correspond WIth reVIsed
projectIons developed by PRIDE/Fmance and be revIewed on behalf of USAID to ensure that
PRIDE/Fmance has access to sufficIent fundmg and can reach a break-even volume Over-
fundmg should be aVOIded The actual level should be made avaIlable to PRIDE/Fmance in toto
as long as It contmues to meet the agreed upon performance mdicators even after It has reached
the break-even volume ThIS approach permits PRIDE/Fmance to confrrm reachmg the level of
profItabIlIty needed for fundmg access to the Gumean fmancIaI sector

84 RecommendatIOn 4 - Set Conditions

Independence PRIDE/Fmance IS, and IS lIkely to remam, fragIle UltImate success of USAID's
addItIOnal support WIll requIre that the GOG assure a pOSItIve, enablmg envIronment, mcludmg
the followmg

• FormalIzatIon of the non-bank fmancIallllStItutIon's legal and regulatory framework The
ObjectIve should be to ensure that the legal framework IS clear and that the regulatory
mvolvement also IS clear and lImIted to that WhICh IS essentIal to protect depOSItors and
market StabIlIty

• Assurance of contmued mdependence PRIDE/Fmance does not receIve GOG support but
proVIdes essentIal support to rural development The prIOnties must remam
o FmancIaI ViabIlIty, to assure ItS contInued eXIstence and abIlIty to serve the rural

markets
o Management focus on achIevmg fmancIaI VIabIlIty whIle servmg rural markets

PRIDE/Fmance does not have the resources to support larger GOG ObjectIves Any
mltlatlVe to dIvert fundmg from Its core objectIves WIll reduce PRIDE/Fmance's abIlIty to
support rural markets and must be aVOIded Any mvolvement by GOG m the management

ANALYSIS OF FINDINGS AND RECOMMENDATIONS 23



CHEMONICS INTERNATIONAL INC

or operations of PRIDE/Fmance would undermme management's sense of responsIbIlIty
for achlevmg these results and must be aVOIded

DIsbursement control The current AMLGF structure reqUITes a Trust Fund managed by a
trustee, WIth deCISIons on the Issuance of guarantees and honormg of clauns made by a Board of
trustees ThIS was necessary smce the declslon-makmg process had to be based on an evaluatIOn
of the underlymg factors and, m theory, actIve oversIght by the trustee m the underlymg
transactIOn to ensure that the Trust Fund was protected

RecommendatIOns 2 and 3 requITe a controlled expansIon of fundmg support based on
PRIDE/Fmance meetmg specIfIc performance targets Smce these performance targets can be
defmed m advance, control can be lunlted to sunple, ObjectIve venficatlon of complIance Such
controlled dIsbursement can most effICIently be achIeved through standby LlCs m conformIty
WIth the rules and procedures establIshed for such transactIOns m InternatIOnal Chamber of
Commerce pubhcatIons

The accounts that WIll hold the Trust Fund's GNF proceeds should be estabhshed m a trust
account that clearly reflects therr status InstructIons on the funds' use should be specIfIc and
provIde for drawmgs under the LlC by PRIDE/Fmance If the LlC expITes before all drawmgs
are made, the mstructIons should proVIde for automatic release of the funds to a USAID account
for reallocatIon as determmed by USAID and the GOG

The supplemental funds proVIded m RecommendatIon 3 should be deposIted m a bank that IS not
related to any partlclpatmg bank m Gumea but whose LlC would be acceptable to the Gumean
banks ThIS IS adVIsed to prevent any conflIct of mterest m case a drawmg becomes necessary
The U S account may be managed on behalf of USAID If deemed necessary Grant management
m fmanclal sector transactions IS mcluded m the Support for EconomIc Growth and InstItutIOnal
Reform FmancIaI SerVIces IndefmIte Quantity Contract (SEGIR FS IQC) project descnptlon, so
the contractual vehIcle IS already avaIlable to USAID thIS could be accomplIshed at a modest
cost

ImplementatIOT of the proposed support for PRIDE/Fmance must be contmgent on satisfactory
completion of acceptable arrangements WIth partIclpatmg banks If the bankmg system IS
unwIllIng to partiCIpate m the mechamsm proposed m Recommendation 3, then an alternative
control mechamsm would have to be developed 11

No deposIt takmg by PRIDE/jinance from the publIc PRIDE/FInance must agree not to seek
depOSIts from the pubhc untIl It has establIshed Its abIlIty to borrow from the Gumean fmanclal
market WIthOUt external support The addItional operatmg and secunty costs requITed to
adequately control the hazards of managmg a deposIt base of pnvate depOSIts would substantIally
mcrease the break-even volume and VOId the fmanclal projections

No change m management No change m management of PRIDE/FInance may occur by order or
decree of the GOG except for reason of fmancIaI msolvency, WhICh termmates the abIhty of
PRIDE/Fmance to receIve any addltlonal resources under the GNF trust or U S trust establIshed
WIth USAID funds

II Early dISCUSSIons WIth one bank suggested that there should be no problem WIth the recommended dIsbursement control
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No targetmg ofportfollO composltlOn A suggestIOn was made that PRIDE/Fmance mamtam 40
percent of Its portfolIo m agrIculture The team does not agree PRIDE/Fmance wIll have the
greatest effect on rural development and agrIculture, the most Important sector m the rural area
for more than 85 percent of the populatIon, by fmancmg the most productIve users of funds In
any case, the boundanes between agncultural and non-agncultural use may be blurred and
dIffICUlt to polIce

84a AnCillary Recommendations

Admznlstratlve actlOn and zmplementatlOn The decIsIon regardmg the Trust Fund and transfer of
the trust assets must occur by the PACD Though the Trust Fund agreement does not have a
dISpOSItIOn deadlme, USAID authorIty to take numerous related actIons expIres WIth the PACD
Accordmgly USAID must decIde how the trust assets should be allocated and transfer them by
the PACD All claImS and other oblIgatIons must be proVIded for or satIsfied by thIS date

AMLGF can be lIqUIdated and ItS charter canceled at any tIme Its oblIgatIOns, paid from the
Trust Fund, must be satIsfIed before the trust assets are reallocated and transferred AMLGF also
must wmd up Its affaIrS and be lIqUIdated before September 30 Employee severance,
admffilstratIve expenses, and loan guarantee claImS should be satIsfIed by thIS tIme OffIce
furruture, eqUIpment, and vehIcles - all AMIP property - should be dIsposed of accordmg to
the project grant agreement before the PACD

AchIevmg a structure that accomplIshes the recommendatIons above WIth mllliffial need for
ongomg mvolvement by USAID WIll requIre very careful structurmg of agreements and
documents, plus fme-turung the level of support to most realIstIcally conform to the expected
evolutIon of PRIDE/Fmance ThIS WIll reqUIre an approprIate level of ImplementatIon support

C Action Plan

The followmg actIon plan detaIls the steps and Items that must be addressed m Implementmg the
team's recommendatIons If USAID deCIdes not to accept RecommendatIon 2 and chooses to
termmate the program, then only Items 1 and 2 need to be Implemented If RecommendatIon 2 IS
accepted, Items I, 2, and 3 should be Implemented If RecommendatIon 3 IS accepted, Items I
through 4 should be undertaken Careful attentIon should be paId to select the relevant
alternatIves under the actIon Items that relate to the partIcular recommendatIon accepted

C1 Develop Trust Fund DIspOSition Agreement between USAID and GOG

C1a Action Negotiation of DISPOSition Agreement - Issues to be Covered

• Sell hard currency to CBRG and transfer funds to new GNF trust account
• EstablIsh new GNF trust or blocked account for condItIOnal benefit
• Defme purposes of new trusts for quarterly condItIOnal fundmg to PRIDE/Fmance
• Resolve fmal AMLGF adffilllistratIve expenses
• Resolve claImS agaInst loan guarantees
• Transfer loan recovenes to new GNF trust (RecommendatIon I) or banks

(RecommendatIon 2)
• End trusteeshIp of AMLGF and proVIde for closmg of AMLGF and charter cancellatlon
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C1 b Action Address Outstandmg Commitments of Trust Assets

• Resolve all outstandmg clanns on loan guarantee
o Clanns

- OptIOn 1 ProvIde a reserve to cover outstandmg but unSatlSfIed clanns
- Optlon 2 Satlsfy outstandmg clanns before PACD

Sub-optIon 1 Payoff guarantee
Sub-optlon 2 Deny clann as melIgIble use of proceeds

o RecoverIes
- Optlon 1 Transfer all recoverIes mto the account of the transferred trust assets
- OptIon 2 Allow banks to have 100 percent of the recovery to encourage collectlon

• Resolve all allowable admillistranve expense Issues
o Obtam fmal statement of AMLGF expenses
o RevIew and confrrm expense budget
o Transfer confIrmed fmal expense amount to account for AMLGF operatlonal expenses

C1 c DISposition and Transfer Trust Assets

• USAID and BCRG enter mto an agreement for the sale of the remammg U S dollar
denommated trust assets m exchange for eqUIvalent amount of GNF

• Transfer GNF eqUIvalent of trust assets to trust account of Gumean bank for quarterly
transfer to PRIDE/Fmance, provIded fmanclal standards are met
o Optlon 1 EstablIsh trust account, managed by the bank's trust department as trustee,

and proVIde funds to PRIDE/Fmance quarterly as fmancIaI standards are met (confIrmed
by audIt) MIssmg standards for two quarters trIgger dIsbursement of remammg LlC
amount to USAID account for reallocatIon for new actIvIty

o Optlon 2 EstablIsh standby LlC backed by trust fund The terms of the LlC would
allow draws quarterly by PRIDE/Fmance, proVIded standards are met MIssmg
standards for two quarters trIgger dIsbursement of remammg LlC amount to USAID
account for reallocatlon for new actIvIty

• Income from GNF trust should be paId each quarter to PRIDE/Fmance, net of any bank
fees for managmg the Trust

C2 Wmdmg Up AMLGF's Affairs

• USAID and GOG create agreement on close down of AMLGF

• Board of DIrectors adopts close-down plan

• Obtam a fmal accountmg of all AMLGF admmIstratIve expenses
o GIve employees notIce of AMLGF closmg

• Determme employee severance
o If WrItten employment agreement, pay severance followmg agreement formula
o If prIor trustee polIcy, pay severance followmg polIcy
o OtherwIse, pay severance of reasonable amount approprIate for Gumea, conSIstent WIth

Gumean law and related to salary, pOSItIOn, and length of serVIce
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• Obtam fmal expense accountmg on lme Items electrICIty water, rent. etc

• USAID confIrmS admlillstrative expense accountmg

• Transfer the confIrmed expense amount to the local bank admlillstrative account

• Pay admlillstrative expenses

• n ansfer remarnrng trust assets as set forth above
o Transfer AMIP property used by AMLGF m accordance WIth USAID-GOG agreement

• GOG Issues decree withdrawmg the charter of AMLGF

C3 Agreement Between USAID and PRIDE/Finance

• CooperatIve agreement to set forth terms and condItIons of receIvmg agreed upon quarterly
amounts, provIded specIfIed obJectIve-quantIfiable standards are met

• EstablIsh standards that PRIDE must meet quarterly as confrrmed by mdependent
accountants Standards mclude
o Increasmg loan volume (percent per quarter)
o POSItIve return on assets (quarter by quarter)
o POSItIve net-mterest margm
o Dec1mmg negatIve operatmg expense margm (quarter by quarter)
o Increasmg total mterest mcome (decreasmg loss)

• EstablIsh amount of each tranche and fmal standards based on more thorough analySIS of
PRIDE/Fmance fmancIaI statements and plans

• FaIlure to meet durmg subsequent quarter. PRIDE/Fmance gIven SIX months to meet
standards to gam addltlonal fundmg or access to fundmg termmates permanently from
GNF (RecommendatIon 1) trust or (RecommendatIon 2) standby LlC and rema111lT'~ funds
transferred to USAID account for reallocatIon or reprogrammmg as determmed by USAID
and the GOG

• After PRIDE/Fmance has obtamed $2 mIllIon from the GNF trust, PRIDE/Fmance may
submIt request quarterly to the U S Trust for a standby LlC to back debt borrowmgs as
set forth below. provlded PRIDE/Fmance contmues to meet the same performance
standards each quarter

C4 Commit Additional $2 6 Million to Support PRIDE/Finance Reaching Break-Even

• EstablIsh trust fund m U S bank m mcome-producmg account

• Engage trust management to manage funds and cause standby LlC to be Issued
o Accept PRIDE/Fmance debt-fundmg requests accompamed by audIted and certIfIed

statements of meetmg performance standards
o DIrect bank to Issue standby LlC (100 percent) collateralIzed by trust assets to back

bank borrowmg or PRIDE/Fmance bonds for purchase by banks
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o AuthorIZe reIssue of standby LlC to support rollover of outstandmg PRIDE/Fmance
borrowmg or bonds as long as PRIDE/Fmance meets fmancmg standards

o Should PRIDE/Fmance fall to meet performance standards, a new LlC will not be
Issued for a new borrowmg or bond Borrowmgs wIth standby LlC wIll be resumed If
standards are met m the tlffie frame of the standby LlC

o Should PRIDE/Fmance contmue to fall to meet performance standards and repayment of
any borrowmg as It comes due, the standby LlC trIggers and all other bank borrowmgs
or PRIDE/Fmance bonds are due and payable from the standby LlC

o Upon default on any debt borrowmg, PRIDE/Fmance can no longer make any request
for standby LlC to support debt borrowmg

o All standby LlC pay c1alffis of debt or bond as the debt or bond matures
o Any funds m the U S trust remammg after default are returned to the U S Treasury

• Trust manager manages trust mcome
o PrOVIdes for trust management fees
o PrOVIdes for LlC fees

D EXit Strategy

The team has noted that the recommended approach for makmg fundmg available to
PRIDE/Fmance for Its growth to a break-even loan volume may not be successful TheIr busmess
plan mc1udes many vanables that WIll requIre careful management to achIeve theIr goal of
sustamablhty Whether management successfully reaches thIS goal depends on Its abilIty to
operate WIth growmg profltabihty gIven the dIffIcult busmess enVIronment PRIDE/Fmance may
fall thiS quest The determmmg event WIll be the faIlure of PRIDE/Fmance to meet the
performance mdlcators PRIDE/Fmance WIll then be unable to certIfy to the bank that the
standards have been met The bank WIll refuse to roll over ItS maturmg loan or PRIDE/Fmance
bond If PRIDE/Fmance cannot otherWIse pay the matunng obhgatlon, a draw on the LlC Will be
trIggered Subsequent matunng obhgatIons also wIll trIgger draws on the LlC unless
PRIDE/Fmance can make payment Thereafter PRIDE/Fmance will slowly reduce ItS loan
volume to cover expenses untIl msolvency requIres hqUldation

To ensure that additIOnal fundmg IS not expended chasmg a contemporaneous behef that break
even volume can stIll be achIeved WIth shghtly more funds, a predetermmed cutoff pomt has been
bUllt mto PRIDE/Fmance's ablhty to access the recommended fundmg ThIS gIves
PRIDE/Fmance a greater mcentlve to work harder to meet the performance mdlcators or have all
future fundmg cease WIthout exceptIon Should USAID and the GOG agree to lffiplement the
team's recommendatIons or a slffiilar VariatIon, the goal should be to have a fully operational
fundmg plan based on the efforts and performance of PRIDE/Fmance WIthout the need for
USAID momtormg and oversIght Imphclt m thIS decIsIon IS an understandmg that contmued
fundmg IS totally dependent on the actIons of PRIDE/Fmance Any future modIfICatiOn of thIS
fundmg termmatlon, regardless of the proffered reason, should be aVOIded as It WIll encourage
efforts to persuade USAID and GOG offiCIals to proVIde addItIOnal fundmg based on the SOCIal
benefIts achIeved by PRIDE/Fmance despite Its lack of profltablhty and vIabIlIty In fact USAID
must consIder, If It termmates fundmg to PRIDE/Fmance, whether It should termmate the
remammg techmcal assIstance ($1 8 ffillhon) m favor of more productive uses The mherently

hIgh cost attnbuted to ffilcrofmance can eaSIly absorb pubhc assIstance ad mfimtum If
PRIDE/Fmance IS unable to meet the performance mdlcators, then It should be allowed to fall
Gumea has many competIng needs for pubhc and donor assIstance that should not be demed for
the benefIt of any mlcrofmance lllStitutIon unable to reach fmancIaI VIablhty ThIS mechamsm is
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desIgned to cut off fundmg sWIftly when It IS clear that management IS unable to achIeve the
defmed goal of fmancial vIabIhty ThIs approach preserves the assets of the Trust Fund for
Gumea's other competmg needs ThIS IS not unlIke a declSlon to termmate the Trust Fund now
and reallocate those funds for the benefIt of PRIDE/Fmance

If PRIDE/Fmance does not succeed and contmued support for microfmance m the rural areas that
support the agncultural sector IS warranted, the fundmg could be made avaIlable to CredIt Rural
after It meets predetermmed performance mdicators In fact the recommended fundmg mechamsm
can be preprogrammed to make the funds avaIlable to CredIt Rurale automatlcally If fundmg to
PRIDE/Fmance IS termmated

E Summary of Assessment Methodology

E1 ReView EXlstmg Matenal

The team performed a careful reVIew of the eXIstmg matenal on the AMLGF project proVIded by
USAID/Gumea Documents mcluded the AMLGF agreement and amendments 1,2,7, and 8,
operatmg procedures, bylaws, AMIP project paper, the Trust Fund agreement and amendments 1
and 2, project progress reports wntten by George Callen, the report from the Jom! commISSIOn of
USAID and GOG dated Apn1 9, the 1999-2002 PRIDE/Fmance busmess plan, World Bank
reports, and crrcu1ars' Issues relatmg to AMLGF

Once an adequate understandmg of the project ObjectIves and performance was achIeved,
dISCUSSIons were held WIth USAID/Gumea staff and semor GOG offICIals, mcludmg the mImster
of Agncu1ture and LIvestock, the mmIster of Plan and Cooperation, and the BCRG governor
DISCUSSIons were also held WIth semor managers of the Gumean commerCIal banks partICIpatmg
m the project, the manager of AMLGF, management of PRIDE/Fmance, and the representatlve
of the Agence Franc;:aIse de Developpement (AFD), WhICh has been helpmg the CredIt Mutuel
and the CredIt Rural Through these dISCUSSIons, the team aImed to gam a sound understandmg
of the Gumean envrronment and mSIght mto opportunltIes and constramts

E2 Examme St"engths and Weaknesses of the EXlstmg Program

FIve out of the SIX loans made under the guarantee program were not repaId as agreed, and the
banks have not made further loans A sound underIymg of the causes of thIS non-performance
was essentIal as a startmg pomt for IdentIfymg optlons and developmg recommendatIons All
relevant documentatIon was reVIewed, mcludmg the ongmal project descnption dated July 16,
1992, all relevant agreements between USAID and the GOG, and project documentatIon
developed by Mr Callen startmg October 10, 1997 Mr Callen's evaluatIon of the challenges
facmg the project was mCISIve and the team found no reason to dIsagree WIth any of hIS fmdmgs
or recommendatIons on the operatIon of AMLGF, use of the Trust Fund, or results and VIabIlIty
of the LGP

The team reVIewed the ongmal project deSIgn, ensumg documentatIon, and actual actIVItIes of
AMLGF agaInst the context of the busmess and economIC envrronment m Gumea ReVIew of
documentatIon was supplemented by detaIled dISCUSSIons WIth key mdividuais m Gumea who are
actIvely mvolved m related actIVItIes and who understand the opportumties and ImpedIments m
Gumea
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E3 Identify Options

A key objectIve m the IdentifIcatIOn of OptIOns was to ensure that

• The Trust Funds would be reallocated to pnvate-sector support for agncultural marketmg
to ensure consIstency WIth the underlymg objectIves of the ongmal project

• The mstltution to be mvolved was the one most hkely to achIeve maxImum results from
apphcatIon of the funds

• USAID mvolvement could be mmnmzed through leveragmg eXIstmg oversIght actIVItIes or
creatmg a self-momtormg mechamsm conditIOnmg funds dIsbursement upon achIevmg
objectIve and quantifiable performance standards

E4 Develop Recommendations

The team focused on IdentIfymg the ObjectIves of the AMIP, the mterests of key GOG and other
mdividuals, and techmcal optIOns and constramts The team then revIewed optIOns and developed
an approach that balanced the vanous mterests to ensure the most effectIve use of the fundmg
prOVIded by USAID to achIeve the most SUStamable effect on the Gumean rural economy The
team started from the assumptIon that the Trust Fund assets would come mto Gumea and be
converted mto local currency

Draft fmdmgs and recommendations were developed m detaIl at the begnmmg of the second week
of the project VarIOUS Ideas and alternatIves were revIewed, dIscussed, and eIther mcorporated
or dIscarded as proved appropnate dunng further dIScussIons or m hght of further analySIS of the
documentatIOn prOVIded The assumptIons were confmned and tested, and the recommendatIons
refmed throughout the second week, culmmatmg m completIon of a semIfmal draft of the full
report by the end of the two-week ffilSSIon

USAID counterparts throughout the mISSIon revIewed m detaIl the fmdmgs and recommendatIons
These recommendatIons represent the pT ofesslOnal opmlOn of the team, based on the InformatIon
avaIlable and the dIScussIons held WIth the WIde range of partIes mvolved
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ANNEX A

List of Contacts

Bah, Ibrahuna Chenf
Gouverneur
Banque Centrale de la Repubhque de
Gurnee
Conakry, Gurnea
Tel (224) 41 36 51
Fax (224) 41 48 98

Bangoura, Daouda
Inspecteur General
Banque Centrale de la RepublIque de
Gurnee
Conakry, Gurnea
Tel (224) 41 36 51
Fax (224) 41 48 98

Barry, TldIane DlandIa
NatIOnal Drrector
PRIDE/Frnance
B P 4507
Conakry, Gurnea
Tel (224) 41 48 30
Fax (224) 41 3948
E-malI udlane pnde@etI-buII net

Brrnholz, Harry F
Drrector
USAID/Gurnea
B P 603
Conakry, Gurnea
Tel (224) 46 35 53
Fax (224) 41 19 85
E-malI hbrrnho1z@usaid gov

Bougault, Herve
Groupe Agence Fran9alse de
Deve10ppemem
B P 283
Conakry, Gurnea
Tel (224) 41 25 69
Fax (224) 41 28 74
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Camara, D]lgUl
NatIonal DIrector of CooperatIOn
Mlllistry of Plan and CooperatIon
Conakry, Gurnea

ChevalIer, ChrIstIan
Drrecteur ExplOItatIon
Umon InternaUonale de Banque en
Gurnee
5eme Boulevard-Angle 6eme Avenue
Centre VlIle
B P 324
Conakry, Gurnea
Tel (224) 41 20 96
Fax (224) 41 42 77

Constantlen, Jean PIerre
Conse1I1er en Commerce InternatIOnal
BICIGUI
Avenue de la Repubhque
Conakry, Gurnee
Tel (224) 41 24 15
Fax (224) 41 3962

Dla, Mamadou
PresIdent du ConselI d'Admlillstratlon
PRIDE/Frnance
B P 4507
Conakry, Gurnea
Tel (224) 41 48 30
Fax (224) 41 3948

DiaIIo, Alhassane
Sous drrecteur
BICIGUI
Avenue de la Repubhque
Conakry, Gurnee
Tel (224) 41 24 15
Fax (224) 41 3962
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DIallo, Alpha
Drrecteur General des Affarres
Economlques et Monetarres
Banque Centrale de la RepublIque de
Gurnee
Conakry, Gurnea
Tel (224) 41 36 51
Fax (224) 41 48 98

Dlallo, Thlerno Mamadou Cellou
Mlll1ster of Plan and Cooperation
Conakry, Gurnea

DlOP, Ousmane
Agncultural Marketrng Loan Guarantee
Fund
Drrecteur
Conakry, Gurnea
Tel (224) 41 18 64
Fax (224) 41 18 64

DlOUffi, Macky Amadou
Agro-EconomIst
Mrnlstere Agncu1ture et Elevage
Chef Cellule Etudes des Projets and
Programmes Agncoles
BP 576
Conakry, Gurnee
Tel (224) 41 10 02
Fax (224) 45 11 91

Djigurne, Aly
Charge de clIentele
SOCIete Generale de Banques en Gurnee
Avenue de la RepublIque
B P 1514
Conakry, Gurnee
Tel (224) 41 17 41
Fax (224) 41 25 65

Flemrng, Allen
Natural Resources OffIcer
USAID/Gurnea
B P 603
Conakry, Gurnea
Tel (224) 41 25 02
Fax (224) 41 19 85
E-maIl allen@usald gov
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Fofarta, Mohamed Lamme
Drrecteur de Projet
B P 603
Conakry, Gurnea
Tel (224) 41 21 63
Fax (224) 41 19 85
E-mail mfofarta@usald gov

Kelta, Mamy
ExecutIve Drrector
FondatlOn pour l'InvestIssement et la
CommerCialIsation Agncole
B P 844
Conakry, Gurnea
Tel (224) 46 37 84
Fax (224) 46 3634
E-mail fIca gUl@etI-bull net

KImball, RIchard
ResIdent RepresentatIve
VITA
B P 4507
33 Blvd du Commerce
Conakry, Gurnea
Tel (224) 41 3948
Fax (224) 45 45 17
E-mail RkImball pnde@etI-bull net

Lefevre, Luc
CredIt Rural de Gurnee
B P 3790
Conakry, Gurnee
Tel (224) 41 35 71 /4045 79
Fax (224) 41 12 78

Magassonba, Famoudou
ChIef of Cabrnet
Mrnlstry of Plan and Cooperation
Conakry, Gurnea

PatrIck, Henderson
USAID/Gurnea
B P 603
Conakry, Gurnea
Tel (224) 41 21 63
Fax (224) 41 1985
E-mail hpatrlck@uSald gov
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Sarr, Jean Paul
Mlillster of Agnculture and LIvestock

Soumah, Fode
VIce-gouverneur
Banque Centrale de la Repubhque de
Gurnee
Conakry, Gurnea
Tel (224) 41 3651
Fax (224) 41 48 98

Sylla, Abdoulaye
ChIef of Cabrnet

Toure, Manga Fode
Directeur General AJornt
Avenue de la Repubhque
B P 1484
Conakry, Gurnea
Tel (224) 41 45 15
Fax (224) 41 39 62
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ANNEX B

List of Documents Consulted

Agncultural Marketmg Investment Project Paper, No 675-0221, July 15, 1992, 87 pp

Agncultural Marketrng Loan Guarantee Fund Agreement (Accord de SubventIon de Projet entre
la Repubhque de Gurnee et les Etats-Urus d'Amenque pour Ie Projet d'InvestIssement en
CommercIahsatIon Agncole) dated August 13, 1992

Gurnea, Fmancial Sector RevIew, World Bank, Industry and Energy DIV , Mar 12, 1993, pp
64

Amendment No 1 to the Project Grant Agreement between USAID and the RepublIc of Gumea
June 11, 1993

Amendment No 2 to the Project Grant Agreement between USAID and the Repubhc of Gumea,
June 9, 1994

Agncultural Marketrng Loan Guarantee Fund Text of Operatrng Procedures, Apnl 21, 1995
Agncultural Marketrng Loan Guarantee Fund Bylaws

Trust Fund Agreement between USAID and the Government of the RepublIc of Gurnea, July 25
and September 22, 1995

EvaluatIon of the Impacts of PRIDE/VITA (The Gurnea Rural Enterpnse Development Project)
Creevy, L , Ndour, K , & ThIam, A , Gemlll1 Techrucal Report No 94, Bethesda, MD,
September 1995, pp 114

Lettre Crrcularre aux Banques, USAID Bankrng Survey, February 1997, pp 3
Guarantee Agreement between AMLGF and BICIGUI (Banque Internatwnale pour le
Commerce et l'Industrze de la Gumee) dated August 1, 1997

Trust Fund Agreement, Amendment 1 dated September 30, 1997

Demandes de Prets avec GarantIes, June 8, 1998, 4 pp

Amendment No 7 to the Program [SIC] Grant Agreement between USAID and the RepublIc of
Gurnea, September 10, 1997

Amendment No 8 to the Program [SIC] Grant Agreement between USAID and the RepublIc of
Gurnea, Sept 29, 1998

ActIon Memorandum on Agncultural Marketrng IrutIative Project ASSIstance Completlon Date,
Sept 30, 1998, PatrIck, Henderson

Le Fonds de Garantle des Prets en CommerciahsatlOn Agncole (FGPCA), DlOp, Ousmane,
March 3, 1999, 12 pp
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Termes de Reference pour l'AudIt Fmancier de 1998, Gumea Rural Enterpnse Development
Project, Programme Integre pour Ie Developpement de l'Entrepnse, Volunteers m
Techrucal ASSIstance, 9 pp

Fonds de Garantle FGPCA, Apnl 27, 1999, P 1

PrOject Progress Reports

• Agncultural Marketmg Investment Project, August 2, 1993-September 30, 1997, Fmal
Report, Sheiadia ASSOCIates, 41 pp

• LGF AdvIsor SOW, October 10, 1997, George Callen
• Pnonty of Your Effort, October 14, 1997, Joseph Van Meter
• ModIfIcatIOn to Contract, October 14, 1997, George Callen
• Pnonty of Your Efforts, October 17, 1997, Joseph Van Meter
• Gmdance for lffiplementatIon of your scope of work, December 15, 1997, Joseph Van

Meter
• Loan Status, December 22, 1997
• Status of Investment Funds, December 30, 1997, George Callen
• Status of ActIVItIeS, December 30, 1997, George Callen
• Meetmg at SGBG, January 12, 1998, George Callen
• Meetmg at BPMG, January 13, 1998, George Callen
• Loan Follow-Up, January 15, 1998, George Callen
• Meetmgs WIth Consultmg FIrmS, January 27, 1998, George Callen
• Consultmg FIrm Assessment, February 2, 1998, George Callen
• Agncultural CredIt Survey, February 5, 1998, George Callen
• Survey of Agncultural CredIt Needs, February 12, 1998, George Callen
• AppraIsal of Loan Guarantee Fund Boards and Committees, March 11, 1998, George

Callen
• AMLGF TranSItIon Plan, March 20, 1998, George Callen
• Board of DIrector's role m AMLGF Closeout, March 30, 1998, George Callen
• Agncultural CredIt Survey, Apnl 2, 1998, George Callen
• MISSIon Report, meetmg WIth the Mlllister of Agnculture and LIvestock, Apnl9, 1999,

Harry BIrnholz
• Loan Status as of Apnl 27, 1999
• Report of the Jomt CommISSIon of USAID and GOG dated Apnl 9, 1999
• 1999-2002 PRIDE/Fmance Busmess Plan
• Attachment B, Program DescnptIon, of the VITA CooperatIve Agreement WIth USAID
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3. CONTRACTOR (Name and Address): 4a. ISSUING OFFICE:

NEGOTIATED PURSUANT TO THE FOREIGN ASSISTANCE ACT
OF 1961, AS AMENDED, AND EXECUTIVE ORDER 11223

UNITED STATES OF AMERICA
AGENCY FOR INTERNATIONAL DEVELOPMENT

1. Country of Performance: Guinea Adv. & Asst. Services No[XJ
2. Contract OUT-PCE-I-800-98-00015-00, Del1very Order No.800

(Incorporat1ng FAR and AIDAR Clauses)

10. The Un1ted states of Amer1ca, represented by the
Contract1nq Off1cer s1qn1nq th1s order, and the Contractor
agree that: (a) th1S Order 1S 1ssued pursuant to the Contract
spec1f1ed 1n Block 2 above and (b) the ent1re Contract between
the part1es hereto cons1sts of th1s Order and the Contract
spec1f1ed 1n Block 2 above.

USAID/Guinea,
Contracts Off1ce
c/o Amer1can Embassy

B.P. 603
Conakry, GU1nea

Same as Block 4a.

ADMINISTRATION OFFICE:

(See Page 11)
MAARD No.:
ProJect No.:
Budget Plan Code.

6. PAYING OFFICE. SUBMIT
INVOICE TO:
USAID/Guinea/OFM
c/o Amer1can Embassy
P.O. Box 603
Conakry, Guinea

4b.

8. ESTIMATED COMPLETION DATE:
July 30, 1999

11b. UNITED STATES OF AMERICA
Agency for Intern.Development

BY:
NAME: Gary c. Juste
T1tle: contract1ng Off1cer
DATE:

5. PROJECT OFFICE:

USAID/Guinea/S01
C/o Amer1can Embassy
P.O. Box 603
Conakry, GU1nea

Chemon1cs Internat10nal Inc.

1133 20th street NW, SU1te 600
Wash1ngton, D.C. 20036
Phone: (202) 955-3300
Fax: (202) 955-3400

TIN: 86-771-4768
CEC:

7. EFFECTIVE DATE:
June 26, 1999

9. ACCOUNTING AND APPROPRIATION DATA:
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Ce111nq Pr1ce: $48,008.00
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STATEMENT OF WORK

1.1 BACKGROUND

The Gumea Agncultural Marketmg and Investment Project (AMlP) IS a $20 nulhon project
($125 rmllion AID Grant and $7 5 nulhon m local currency counterpart equivalent) whose
purpose IS to promote growth and mcreased effiCIency m agncultural markets The
Governments ofGumea (GOG) and the Umted States SIgned the AMIP Project Grant
Agreement on August 13, 1992

Two components compnse AMIP the Agncultural Marketmg FoundatIon (AMF), a non
governmental orgaruzatlon known as FICA (French spelling), and the AgrIcultural Marketmg
Loan Guarantee Fund (AMLGF) AMF activities are deSigned to (a) asSist the Gumean
pnvate sector to mcrease domestiC and export marketmg, (b) promote mcreased mvestments
m agncultural production, processmg and related acttVltles, (c) prOVIde a range ofbusmess
servtces, and (d) serve as a forum for pohcy dialogue between the GOG and the pnvate sector
m order to bnng about changes m the pohcy and regulatory enVtromnent

The purpose ofthe Agncultural Marketmg Loan Guarantee Fund (AMLGF) IS to (a) prOVIde
needed resources to financial mstttuttons to mcrease short, medium and long-term credit for
agnbusmess acttVItIes, (b) develop an autonomous and sustamable pnvate sector busmess
mstltutlon, (c) strengthen commercial banks' capacity to mcrease lendmg to agn-busmesses,
and (d) prOVIde tratrung to mstltutlons, mdlVlduals, and commercial banks partlclpatmg m the
Loan Guarantee Fund program

FormatIOn ofAMF and AMLGF was much more tIme-consurmng than ongmally enVIsioned
The start-up ofAMLGF was Impeded by the local commerCIal banks' lack ofknowledge of
rural agrIcultural actiVIty, and therr reluctance to enter mto a sector known to have notonously
10\1 loan repayment rates

The AW...GF offers loan guarantees to partlClpatmg banks to enable the banks to mcrease the
volume ofcredit available for marketmg and export actiVItIes based on econormc and finanCIal
feasIbility The loan guarantee covers fifty percent ofthe lenders nsk Loan sIZes are m the
range of$25,000 to $300,000 A preSidential decree was SIgned on ApnllS, 1998 openmg
AMLGF to the agncultural sector m general PreVIously, the loan guarantees had only been
avaJ1able to FICA members

To estabhsh the AMLGF, USAID obhgated S4 83 rmlhon in two tranches Two nulhon
dollars have been COmmItted to date and depOSIted m three commercIal banks m New York.
The mterest generated IS used for AMLGF operatIng expenses and guarantee coverage The
$2 83 rrulhon remammg must be eIther committed or de-obhgated pnor to the AMIP Project
AsSIstance Completton Date (PACD) ofSeptember 30, 1999
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The AMLGF became operational In November 1996, and, through May 1997, 45 loan
appbcatlons were subnutted to two participating banks (Societe Generale des Banques en
Gurnee, and /'Unzon Internatlonale de Banques en Gurnee) SIX loans were approved for a
total amount ofGNF 512 nulhon, and, to date, five are In arrears (for a total value ofGNF
158,123,997)

In early 1997, the Mission requested a performance audit by the Regional Inspection General's
Office In Dakar (RIG/A), whIch concluded that AMIP had a number ofIssues that needed to
be addressed As recommended by RIG, the AMIP PACD was extended from October 1,
1997 to September 30, 1998, to allow more tIme for the Loan Guarantee Fund to develop ItS
potential, and for AMP to Improve ItS chances for sustamabwty

Ofthe eight RIG recommendations, SIX were to be resolved dunng thIs Imtlal extenSion
penod

(1) Performance Indicators need to be reVIsed or removed
(2) Improvement needed m mdlcator reportmg
(3) The Mission IS not measurmg all relevant agnculturaVcommerclal actiVIties that are

being undertaken
(4) AMP memberslup targets need to be reassessed
(5) The AMLGF needs more time
(6) Sustamabwty ofthe AMP IS questionable

The rematmng two RIG recommendations deahng With what constitutes an AMF member, and
momtonng ofthe Impact ofrural roads, have smce also been satlsfactonly closed

A second one-year extension (October 1, 1998 to September 30, 1999) was effected to

I
I
I
I
I
•
•

(a) Allow the new USAID Director, and the new Natural Resource Management (NRM)
Team Leader time to become fully versed m the ongomg AMIP project Issues, to
develop ratIOnal strategies In conjunction With the rest ofthe NRM team to address
these Issues, and to be m a better POSition to enter mto a dialogue With the Gumean
government on opportumtles ofcommon Interest and/or action to be taken

(b) Ensure the best use and protection ofproject funds by

1 Fmahzmg an AMF Endowment Fund Agreement to be Signed by the
Governments whIch will ensure contmued use ofthe fund to support mutually
agreed-upon objectives after the end ofthe proJect,

•

2 Puttmg m place Endowment Fund Operatmg Procedures to be Signed by AMF
Control COmmIttee,

(;;::-..
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3 Allowmg tune for the recent PresIdentIal Decree opemng AMLGF to non-AMF
members to be utilized,

4 NegotIatIng an agreement WIth the GOG on the final dispOSItIon ofboth
AMLGF tranches, and,

5 Studymg options on reVlsmg the operatmg procedures for the AMLGF to
mcrease use and unpaet ofthe fund

(c) Develop an mstItutlOnalIZatIon plan for AMF and AMLGF

(d) Complete mstallatlOn and related trammg under the Leland ImtIatlve for Internet
connectiVIty 10 secondary Gumean cItIes

(e) Complete addItIOnal Wmrock Farmer-To-Farmer volunteer programs

(f) Ensure contmulty offundmg for USAID prOJect-funded personnel

(g) Allow for an orderly close-out ofthe project

Over the past few months, Slgmficant progress has been made WIth regard to the AMP
Endowment Fund Unfortunately, however, under tlus current project extensIOn there has not
been any real progress registered under the AMLGF program Ofthe SIX loans made m early
1997, five are still 10 arrears Smce then there have been no new loans

A recently-formed COmmISSIon compnsed oftwo representatives ofthe 'MinIstry of
Agnculture and one from USAID have recommended to the Miruster ofAgnculture and the
USAID/Gumea MissIOn DIrector that the Loan Guarantee Fund be restructured to be used by
PRIDElFmance, a Gumean ffilcrofinance mstItutloll, for Its agnculture-related loan portfolto
TIns would help close a fundmg gap for PRIDElFmance's Busmess Plan, wluch IS deSIgned to
lead to the mstltutlOn's finanCIal self-rehance by 2002

1.2 TITLE

TJ.tle:

Assessment ofthe Agncultural Marketing Loan Guarantee Fund (AMLGF) perfonnance
under Agncultural Marketmg and Investment Project (AMIP, 675-0221), and
recommendation for use ofthe fund to support development objectives ofUSAID/Gumea and
the Government ofGumea (GOG)
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1.3 OBJECTIVE

The general objectIve ofthts effort IS to conduct an assessment ofAMLGF perfonnance under
AMlP, examme opnons, and make specIfic actIOnable recommendatIOns for the future use of
the fund to support development objectives ofUSAID/Gumea and the GOG

1. 4 STATEMENT OF WORK

The Contractor shall:

Assess the extent to which the Agncultural Markenng Loan Guarantee Fund has
served Its mtended purpose, and summanze factors which have affected the AMLGF
performance

Assess the valIdity ofthe assumptIOns related to the achtevement ofthe Loan
Guarantee Fund's mtended objectIVes

Exanune pOSSible uses ofthe Loan Guarantee Fund by PRIDElFmance and other
finanCial mtermedlanes for proVldmg agnculture-related credit to support actiVIties
Implemented under the Mission's Natural Resource Management Strategic Objective

Based on the GOG/USAID comnusslon report, as well as the consultant's findmgs,
make specIfic, actionable recommendations to USAID/Gumea and the GOG that can
be effected by September 30, 1999, on how to modify the Loan Guarantee Fund m the
best mterests ofthe both Governments, so as to ensure Its sustamable use for the
mtended purposes after the close ofthe AMIP project

Develop detaded procedures for Implementmg the recommended optIOn, followmg m
depth dISCUSSIons WIth the partlclpatmg banks, AMLGF, Al\1F, PRIDE, GOG and
USAID offiCIals

Based on an assessment ofprospects for ItS full utilizatIOn, recommend either the
comnutment or the de-oblIgatIOn ofthe second tranche ofAMLGF funds

Suggested Methodology

1 ReVIew the present set-up, orgamzatlon, and portfolIo ofthe AMLGF

2 ReVIew ofAMLGF Agreement, Operatmg Procedures, bylaws, AMIP Project Paper,
project progress reports, the report from theJomt mISSion ofUSAID and GOG dated
Apn19, 1999, the 1999-2002 PRIDFJFmance Busmess Plan, and other documents as
appropnate

3 ViSIt the AMP, PRIDElFmance, borrowers, loan applIcants, and other partners and entItIes
to appraIse credit worthmess and other appropnate mformatlOn needed to promote the
program

4
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1.5 REPOR'l'S

3 A diskette WIth final Engltsh and French verSIons ofthe report mMS-Word

The Contractor shall present:

OUT-PCE-I-SOO-9S-0001S-00

Due DateDehverabJe

4 Meet WIth partletpatmg banks (Societe Genera/e des Banques en Gurnee, Umon
Internatronale de Banques en Gurnee, and la Banque pour l'Industne et Ie Commerce
en Gurnee), and other banks, as appropnate, to detemune theIr mterest m, and
condIt1ons for, partlclpatmg m a modIfied AMLGF program

1 An Executive Summary ofthe key findmgs and recommendations mEnglIsh and French,
and m draft form pnor to departure from Gumea

5 VISit the Central Bank ofGumea (BeRG), representatives ofthe Mimstry of
Agnculture and Livestock (MAEF), representatives ofthe Mimstry ofCommerce. Industry,
and Small and MedIUm Enterpnses, and other donor proJects, as appropnate

4 Debnefings ofUSAID and representatives ofthe Mimstry ofAgnculture and LIvestock
two to three days pnor to departure from Gumea These bnefings WIll mclude a descnptlOn of
the analyses conducted and an outlme ofthe recommendatIons and specIfic Implementmg
procedures for the recommended optIon

2 Ten copies mboth EnglIsh and French ofthe Fmal Report (WIth appendices), Includmg a)
an executIve summary, b) an analysIs offindmgs and recommendations under each ofthe tasks
lIsted under SpecIfic ResponsibIlItIes above, c) a summary ofthe assessment methodology; d)
contacts made, e) documents consulted, and f) the assessment terms ofreference

The delIverable schedule IS as follows

Draft Executive Summary Report 3 days pnor to departure from Gumea
Debnefinp;s WIth USAID and MAEF 2 days pnor to departure from Gumea
Fmal report mEnglIsh 2 weeks after departure from Gumea
(10 copIes)
Fmal report mFrench 3 weeks after departure from Gumea
(10 cOPIes)
Dlskett~ WIth final EnglIsh and French 3 weeks after departure from Gumea
verslons-ofreport

-= - -I
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The Fmal Report shall mclude

a) An Executive Summary consIstmg ofa 3-6 page document contammg a clear, conCIse
summary ofthe most cntIcal elements ofthe findmgs and recommendatIons,

b) a Table ofContents,

c) the Body ofthe Fmal Report, wluch should not exceed 30 pages, and wluch should mclude
the pnnclpal findmgs and recommendatIOns, as well as a bnefdescnptlOn ofthe assessment
methodology, any other background mformatlOn needed to support the findmgs and
recommendations,

e) the Appendices ofthe Fmal Report should Include, at a nummum, a copy of the assessment
tenns ofreference, a lIst ofthe documents consulted, the mdIVIduals and orgarnzatlons
contacted, and any other analyses needed to support the recommendatIons ofthe
consultant(s)

The body ofthe Fmal Report IS to be translated mto French by the contractor as part of thIS
delIvery order

1.6 TECHNICAL DIRECTIONS

Techn1cal D1rect1ons during the performance of th1s de11very
order shall be prov1ded by the ProJect Off1cer as stated 1n
Block 5 of the cover page pursuant to Sect10n F of the
contract.

1.7 TERM OF PERFORMANCE

~. Work shall commence on the date noted 1n Block 7 of the
cover page. The est1mated complet1on date 1S reflected
1n Block 8 of the cover page.

b. SUbJect to the ce111ng pr1ce of th1s del1very order and
the pr10r wr1tten approval of the ProJect Off1cer (see
Block No.5 on the Cover Page), the contractor may
extend the est1mated complet1on date, prov1ded that the
extension does not cause the elapsed t1me for complet1on
of the work, 1nclud1nq the furn1sh1nq of all
del1verables, to extend beyond 30 calendar days from the
or1g1nal est1mated complet10n date. Pr10r to the
or191nal est1mated complet1on date, the contractor shall
prov1de a copy of the ProJect Off1cer's wr1tten approval
for any extens10n of the term of th1S delivery order to
the contracting Off1ceri in add1t1on, the contractor
shall attach a copy of the Project Officer's approval to
the f1nal voucher subm1tted for payment.

OUT-PCE-r-SOO-98-0001S-00
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1.8 WORKDAYS ORDERED

a. Funct10nal Labor Work Days Burdened F~xed

category & SpecJ.al1st Ordered Da11y Rate Total

Bus1n. & F1n. Spec. 12 $1,412 $16,944
(Barltrop)

Bus1n. & F1n. Spec. 12 $1,412 $16,944

Total Labor: $33,888

I
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c.

d.

It 1S the contractor's respons1b1l1ty to ensure that the
ProJect Off1cer-approved adJustments to the or1g1nal
est1mated complet10n date do not result ~n costs
1ncurred that exceed the ce1l1ng pr1ce of th~s

de11very order. Under no c1rcumstances shall such
adJustments author1ze the contractor to be pa~d any
sum ~n excess of the del~very order.

AdJustments that w~ll cause the elapsed t~me for
complet1on of the work to exceed the or1g~nal

est1mated complet1on date by more than 30 calendar
days must be approved 1n advance by the Contract1ng
Off1cer.

b. The 1nd~v1duals 1dent1f1ed above are des1gnated as key
personnel pursuant to Sect10n H.3. of the contract.

c. SubJect to the ce1l1ng pr1ce establ1shed 1n th1s
del1very order and the pr~or wr1tten approval of the
ProJect Off1cer, the contractor may adJust the number
of workdays actually employed 1n the performance of
the work by each pos1t10n spec1f1ed 1n th1s order.
The contractor shall attach a copy of the ProJect
Off1cer ' s approval to the f1nal voucher subm1tted for
payment.

d. It 1S the contractor I s responS1b1ll.ty to ensure that
the ProJect Off1cer-approved adJustments to the
workdays ordered for each funct10nal labor specl.al1st
do not result 1.n costs 1.ncurred wh1.ch exceed the
ce1.l1.ng pr1ce of th1.S del1very order. Under no
c1.rcumstances shall such adJustments author1ze the
contractor to be paid any sum in excess of the Cel.l1ng
pr1ce.

OUT-PCE-I-SOO-9S-0001S-00



1. 10 DO'1'Y POST

The contractor w~ll not be pa~d any sum ~n excess of the
ce~l~ng pr~ce.

The duty post for th~s del~very order ~s Conakry, Gu~nea.

1.11 Contractor Qualif1cations

1. 9 CEILING PRICE

For Workdays Ordered
For Other D~rect Cost

cei11nq Pr1ce

$33,888
$14,120

$48,008

I
I
I
I
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The Contractor shall prOVIde a consultant or consultants WIth composite expenence
appropnate to a SEGIR/GBTI Levell Busmess and Fmance Speclahst and/or a :Micro/Sector
Econorrust In order to fulfill these terms ofreference The consultant(s) should hold at least a
Master's Degree In bankIng, bUSIness adrrurustratJon, agncultural econorrucs or another related
field, and must be capable ofworkmg effectively In both French (SIR.-3 preferred) and EnglIsh
The consultant(s) must have extensive knowledge ofi'expenence In commercial bankmg
practices, loan guarantee funds, agncultural credit and marketIng, and agnbusmess
development Expenence WIth nucro-finance mstltutlons IS also lughly deSirable, as IS
expenence mcanymg out SimIlar assessments or studies

1.12 ACCESS TO CLASSIFIED INFORMATION

The contractor w~ll not have access to class~f~ed ~nformat~on.

1.13 LOGISTIC SUPPORT

Transportation International aIr tickets, local travel, and other related serVIces are to
be proVIded by the contractor on a cost-reImbursement basiS

No USAID secretanal support will be avatlable to the team Access to USAID project
reports and other Information will be prOVIded as necessary

All other log~st~cal support shall be prov~ded by the
Contractor.

1.14 WORKWEEK

The contractor ~s author~zed a f~ve-day workweek ~n the f~eld

w~th no prem~um pay.

OUT-PCE-I-800-98-0001S-00



117 ACCOUNTING & APPROPRIAnON DATA:

1.15 AUTHORIZED GEOGRAPHIC CODE

1.16 RELATIONSHIP & RESPONSffillJTIES

The authorl.zed geographl.c code for procurement of goods and
servl.ces under thl.S order l.S 935.

675-0221-3-20473
GSS29221675 KG13
72XI014, ECN Y921111, Amount Obbgated $33,09449

675-0221-3-31154
GSS39321675 KG13
72X1014, ECN Y9211l2, Amount Obhgated $14,913 51

MAARDNo
BPC
Appr

MAARDNo
BPC
Appr

The consultant IS expected to be able to work WIth httle drrect supefV1Slon by USAID
Techmcal onentatlon and drrectlOns will, however, be proVIded by the NRM StrategIc
Objective Team Leader and/or the AMIP Cogmzant Techmca1 Officer

I
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Assessment of the Agncultural Marketing Loan Guarantee Fund Perfonnance Under the AMIP Project
Contract number PCE-I·980001S-00 I
Chemomcs Consortium

I Labor

Labor Category Finn

Busmess and Fmance Specialist I/Baritrop Chemomcs
Busmess and Fmance Specialist IIPeoples Pnrne

Total Labor

Dally Rate

$1,412
$1,412

Days

12
12

24

Total

$16,944
$16,944 [

$33,888

II Matenals

Cost Category Umt Rate In US$
tnps

A International Travel 2 $2,550
B Ground Transfers 4 $25

days
C In Country Travel (Conakry TaxIs) 24 $10
0 Per Diem 32 $205

E Visas 2 $60

Total Matenals

Grand Total

~~

Total I~

$5,100
$100 I
$240 I

$6,560 I
$120 I

$12,120 I
$46008
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Assessment of the Agncultural Marketmg Loan Guarantee Fund Performance Under the AMIP Project
Contract number PCE-I-980001S-DO
Chemomcs Consortium

I Labor

Labor Category Firm Dally Rate Days Total

Busmess and Fmance SpeCialist IIBaritrop Chemonlcs $1,412 12 $16,944
Busmess and Fmance SpeCialist IIPeoples Pnme $1,412 12 $16,944

Total Labor 24 $33,888

II Matenals

Cost Category Umt Rate In US$ Total
tnps

A InternatIOnal Travel 2 $3,388 $6,776
B Ground Transfers 4 $25 $100

days
C In Country Travel (Conakry TaXIS) 24 $10 $240
D Per Diem 32 $205 $6,560

E Visas 2 $60 $120
F Translation $2,000 $2,000

Total Matenals $15,796

Grand Total $49684
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AHENDMBNT OF SOLICITATION/MODIFI:CA'1'ION OF CONTRAcr
1 CONTRACT ID COOE IPA~ OF PAGES

I ,
2 ANENPMENT/MOOI~ICATrON un 3 EFFECTIVE DATE 4 REQUISITION/PURCHASE REQ NO 5 PROJECT NO

ON! (1) June 26, 1999 HAARD 675-0221 3 31154
(If appl1cilble)
675-0221

6 IssueD BY COOE 7 ADMINISTERED BY CODE I
(If other than Item 6)

Contract$ OffIce, Sa~ 8$ Itelll 6
USAID/Guine:l
c/o Amerlcan Emba$$y
POBox 603
Conakry, GUInea

a ~ AND ADPRESS Of CONTRACTOR (NO, str~t, ~uwnty, Stete and ZIP codc) 9A AMENDMENT OF SOLICITATION NO

Ch~I~$ Internetlanal Inc ,
1133 20th Street HW, SUite 600

98 DATED (SEE ITEM 11)wash1ngton, 0 C ZOO36
Phone (202) 955-3300
Fax (202) 955-3400

lOA MODIFICATION OF CONTRACT/ORDER NO
TIN 86·m 4766 X OUT-pce-I-8DD 98 00015-00
I%C

lOB DATED (SEE nEM U)

6/26/1999
CODE FACILITY COOE

l' THIS ITEM ONLY APPLIES TO AMENDMENTS OF SOLICITATIONS

[J The above numbered Sollcltetlon lS amended 8S set forth In Item 14 The hour and date specIfIed for recelpt of
Offers 0 lS extended, 0 IS not extended utferors lIlU!:t acknowLedge: r t:c.t:lJ.1t of thl $ amendment pr,or to the hou~ ..nd
date spe~lfled ln the SOllcitatl0n or as amended. by one of the follOWIng methods (a) By completIng Items 8 and 15,
and returning copIes; of the amendment (b) 8y acknowl«lgtn9 receipt of thlS amendment on each cop)!' of the
offer submlttea--or-(C) By separate Letter or telegram ~hlch lncludes a reference to the Sollcltatlon and amendment
numbers f~ILURE Of YOUR ~CKN~LEPGMENT TO BE RFCEIVED AT THE PLACE DESIGNATED FOR THE RECEIPT OF OFFERS PRIOR TO THE
HOUR AND DATE SPECIFIED MAY RESULT IN REJECTION O~ YOUR OFFER If by vIrtue of thIS amendment you deSIre to change
an offer alrpady SUbmitted, such change may be made by telc9r~ or letter, provIded each telegram or letter makes
reference to the SOllcltatlon and thIS amenanent. lind 15 receIved prior to the opening hour and date specIfIed
1Z ACCOUNTING AND APPROPRIATION DATA (If requIred)

KAARD 675 022' 3 31154 BPC GSS39J21675 KG13 Appr _ 72X1014, fCN Y921112
Amount Obi I ated $16 569 51

13 THIS ITEM APPLIES ONLY TO MODIF[CATIONS OF CONTRACTS/ORDERS,
IT MODIFIES THE CONTRACT/ORDER NO AS DESCRIBED IN [TEM 14

A IHI~ CHANGE ORDER IS ISSUEP PURSUANT TO (SpecIfy authorIty) THE CHANCES SET FORTH IN 11FM l' ARF MAOE IN
X THE CONTRACT ORDER NO IN ITEM 10A The FAA of 1961, as amended, and E 0 11223

B THE ABOVE NUMBERED CONTRACT/ORDER IS MODIFIED TO REFLECT THE ADMINISTRATIVE CHANGES (SUch as cnanges In payIng
offIce approprlltlon data etc) SET FORTH IN ITEM 14, PURSUANT TO THE AUTHORITY OF FAR 43 '03(b)

C THIS SUPPLEMENTAL AGREEMENT IS ENTERED INTO PURSUANT TO AUTHORITY Of

o OlllER (Specl fy type of mochflCBt ion and authOr! ty)

E IMPORTANT Contractor [J IS not, Gil IS required to sIgn th S document and return 1__ COplCS to the
U;~Uln9 off ll:e

l' DESCRIP110N OF AMENDMENT/MODifICATION (OrganIzed by UCF seetlon headIngs, lnclUdln; SoLlcltatlon!contract
subjcct matter where feaSIble )

The purpose of th~s mod1f~cat~on ~s to (l) 1ncrca~e the Task Order
Amount Ob11gated and Ce111ng Pr1ce by $1,676 and (2) author1ze a ~lr-day

work-week under the Task Order

Thl:! 'C48,008 00" for "Amount Obl1gated" and "CeJ.11ng Pr1ce" J.8 lE'plat.ed
by 1/$49,684 00" thlOUghouL th1D Task Order

document referenced In Ite~ 9A or lOA, as heretofore

16A NAME AND TITLE Of CONTRACTING OFFICER (Type or print)

Gary C JUste
168 UNITED STATES OF AMERICA
BY

(S, natu~e of Contract,n OffIcer

STANDARD FORM 30 (REV 10 83)
Prescr,bed by GSA
FAR (48 CFR) S3 243

U£k'D /' GUiNEA I
rUl\lOS AVIELABLE

..~PP~Ot'ED. @,,\.c. to\'JC 11



ANNEX 0

PRIDE/Finance Break-even AnalysIs
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PRIDE/Finance Break-even Analysis Chemonlcs/Pnme

Portfolio (Billions) 1 6 20 30 40 50 60 70 Available
(Millions) GNF* US$
Interest Income 664 821 1202 1 602 2,003 2403 2804
Interest Expense - 0 0 0 108 218 328
Net Interest Income 664 821 1,201 1,602 1 895 2,185 2476

HO overhead 616 616 616 616 616 616 616
Branch overhead 619 619 619 619 619 619 619
Variable 30 37 56 75 94 112 131
Loan loss 160 200 300 400 500 600 700
Total Expenses 1,425 1,472 1,591 1 710 1,828 1,947 2066

Net Income before Tax (761 ) (651 ) (389) (108) 66 238 410

Average Assets
Micro-loans 1,070 1,250 1,500 2,000 2,500 3,000 3,500
IndiVidual & FICA loans 534 750 1,500 2,000 2,500 3000 3,500
LiqUidity reserve 160 200 300 400 500 600 700
Total finanCial assets 1,764 2,200 3,300 4,400 5,500 6,600 7,700

Grant/own funding 1,764 1,764 1 764 1,764 1,764 1,764 1 764
Trust Fund assets 436 1,536 2,636 2,660 2,660 2,660 2,660 2
Remaining 2 6 3458 26
PL480 3 000
CGAP 1,197 09
Borrowings - 0 0 0 1,076 2,176 3276
Total financlallrabJlltles 1,764 2200 3,300 4,400 5,500 6,600 7,700

Return on assets -4316% -2959% -11 80% -245% 121% 361% 532%
MICro rate 49% From business plan
IndiVidual rate 40% From business plan
Borrowing rate 10% Estimated at 4 5% above current T Bill rate
Micro loss rate 10% Estimated
Individual loss rate 10% Estimated
liqUidity target 10% Estrmated assuming no short term depOSit liabilities
Inflation rate 5% Estimated
% of branch cost vanable 5% Estrmated
Exchange rate 1,330 Current
% portfolio In micro 50% Estimated

Based on hlstoncal data prOVided by PRIDE/Finance and bUSiness plan estimates

~
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PRIDE/Finance Break-even Analysis
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PRIDE/Finance Break-even Analysis

Net Interest Income
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PRIDE/Finance Break-even Analysis

Fixed and Vanable Expenses
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PRIDE/Finance Time Senes AnalysIs Chemonlcs/Pnme

Year 1999 2000 2001 2002 2003 2004 2005 Available
Portfolio target 1 6 20 30 40 50 55 60 GNF* US$

Interest Income 738 913 1 335 1 780 2225 2,470 2,715
Interest Expense - 0 0 0 108 163 218
Net Interest Income 738 912 1 335 1,780 2117 2307 2497

HO overhead 616 646 679 713 748 786 825
Branch overhead 619 650 683 717 753 790 830
Variable 30 37 56 75 94 103 112
Loan loss 160 200 300 400 500 550 600
Total Expenses 1425 1,534 1,718 1 904 2095 2,229 2,367

Net Income before Tax (687) (621 ) (383) (124) 23 78 130
Cumulative Income/Expense (687) (1 309) (1 692) (1,816) (1,793) (1 715) (1 584) 2394 1 8

Average Assets
Micro-loans 1 070 1250 1 500 2,000 2500 3,000 3500
IndiVidual & FICA loans 534 750 1,500 2000 2500 2500 2500
liqUidity reserve 160 200 300 400 500 550 600
Total financial assets 1,764 2200 3300 4400 5,500 6050 6,600

Grant/own funding 1,764 1 764 1 764 1 764 1,764 1 764 1 764
Trust Fund assets 436 1 536 2636 2660 2,660 2660 2,660 2
Remaining 2 6 3,458 26
PL480 3000
CGAP 1,197 09
Borrowings - 0 0 0 1 076 1626 2176
Total financial liabilities 1,764 2200 3300 4400 5500 6050 6600

Return on Assets -3897% -2825% -11 59% -283% 042% 130% 197%
Micro rate 49%
IndiVidual rate 40%
Borrowing rate 10%
Micro loss rate 10%
Individual loss rate 10%
LiqUidity target 10%
Inflatlon rate 5%
% of branch cost vanable 5%
Exchange rate 1 330 * at current rate of exchange Actual amount available In GNF Will depend on the

exchage rate at the time of the transaction

Based on historical data proVided by PRIDE/Finance and business plan estimates

~~



-------------------
PRIDE/Finance Break-even Analysis Chemonlcs/Pnme
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