
A.I.U. EVP LUAbI'IC)N SUM MARY 'PART I 
(BEFORE .. .LING OUT THIS FORM, READ THE ATTACHED IN!, . .LICTIONS) - 

A REPORTING AI.D, UNIT: a. WAS EVALUATION SCHEDULED IN C. EVALUATION TIMING 
CURRENT N ANNUAL EVALUATION PLAN? 

USAID/~~;~I:L:\ . .~.C~I Interim IZO final ax port  Cj ~ t t i s r  
(Mission or ND/W Ofl~co) p c  [lE rllppad C] ad hoc a 

i 
1 , '  I ( E S # ~ I ,  /88  1 E d .  Ran Subrnlosion Data: FY 0 : l  
;I 

0. ACTIVITY OR ACTIVITIES EVALUATED (Lint tho following lnformrUon I ;r project(#) or prbgrmm(8) wr'urted; 
I f  not  rppl lcabls,  l l r t  tftle and ,&la of Vlr evaluallon report) 

Projoct U F.rojacl/Program Titlo 
(or title R date of 
avalualion reporl) 

Flr;l PROAG Mod Planned Amounl 
or rqulvalsnt r r w n l  LOP Obligeled 

(m PACD Cost to Date 
(molvr) CW) Cm) 

532-0105 Jamaica Aqricultural D e v e l o p t  8 5 8/88 1,000 1,000 
F'oimdation T'eclmical Assi .s tance 
June 20, 1987 

Review and respond to evaluafLon f i n d i n g s  by JADF 
and AID. Schedule P r o j e c t  p r e s e n t a t i o n  based on 
j o i n t  JADF/AID review of e v a l u a t i o n  f i n d i n g s .  

Review status o f  Technica.1 Support  Grant (532-0105) 
to JADF by AID and JADF. 

P r q - a n  PL 480 Title I1 Carrarodities f o r  monetiza- 
t i o n  and use by JADF during FY 1988. 

Manw of oflioer 
n rponr lb le  for 

W o n  

R.L. Owens 

R.L. Owens 

Dsls Action 
to be 

Coniplsled 

January 29, 1988 

*gun i n  Sept .mk 
L987 and to be a 
:ontinuous action 
3roughou t  FI 
L988. 

(R t rch  exirr ahsat If necessary) 

I F. DATE OF MISSIUiJ OR A I D p  OFFICE REVIEW OF EVALUATION: m o 2  d r y 1  y~m (Draft Report) 

G. APPROVALS OF EVALUATION SUMMARY AND ACTlOtd DECISIONS: 



H. EVALUATION ABSTRACT (do not exceed the apace provldvd) 

This pro jec t ,  which is being Implemented by the Jamaica Agricultural Developmnt 
Foundation ( J A D L ~  , began i n  1984 w i t h  the  purpose of promotiny and developing 
sustainable agr icul ture  and agribusiness by providing medium and long term financing 
and technical ass is tance  t o  the ag r i cu l tu ra l  sec tor .  Its primary source of funding is 
the  proceeds from t!;? s a l e  of bulk cheese and but te r  donated unfler the PL-480 ~ i t l e  I1 
program and processed in Jamaica. T h i s  mid-term evaluation was car r ied  out to :  

1.. Assess the J A D F 1 s  achievements t o  da te  against t h e  or iginal  project  goals. 
2 .  Test t h e  continued app l i cab i l i ty  of the o r ig ina l  project  assumptions. 
3. Determine the JADF's fu l f i l lment  of its developmental. role .  
4 .  Determine its a b i l i t y  t o  properly assess  a.nd guide project proposals. 
5. Assess the future potent ia l  for  JADF t o  be f inanc ia l ly  viable  and se l f  sustaining.  

- 6. Provide USAID and JADF rnanage~ent w i t h  a s t r a t e g i c  planning document. 

Nethodology included examination of project  documentation and t h e  JADF's  f i l e s ,  
extensive interviews wi t .h  USAID ,d id  JADF mnagernernt and s t a f f ,  JADF' c l i e n t s  and other  
f inancia l  i n s t i t u t i o n s  i n  Jamaica, and v i s i t s  t o  s p e c i f i c  project  s i t e s .  

Major Findings and Conclusions -- A 

. The JADF is a properly functioning private '  sector i n s t  i tuti.on with very capable 
permanent s t a f f  addressing some of the  r ea l  developmental financing needs of the 
ag r i cu l tu ra l  commuri ty  in  Jamaica. 

.. With the  exception of a few a reas ,  a l l  important goals ,  p r i o r i t i e s  and ve r i f i ab le  
' indica tors  a r e  being met. 

. Client  perceptions of the JADE;' were generally favorable,  but perceptions by other 
f inancia l  i n s t  i tukions were not pa r t i cu la r ly  strong. 

.. The JAUF is in acceptable f inanc ia l  condition f o r  near term viabi l i ty ,  but a 
number of f inancia l  and management issues ( iden t i f i ed  by the  evaluation) need t o  
be addressed t o  ensure the organizat ion 's  v i a b i l i t y  over t h e  longer term. 

L EVALUATION COSTS 

1. Evaluation Team 
Name Affiliation 

Robert L. Wagner International Science 
Melville S. Brown and Technology 

Ins t i tu+e ,  Inc. 

Contracl Number a Contract Cost pq Source of 
T DY Pomn Days 7tw @st (US$) Funds 

2. Mission/DHice Professionsl 
Staff Person-Days (estimate) 5 

3. Bor:wer/Grantee Professional 
Staff Person-Day6 ((estimate) 5 
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A.I.D. EVALUATION SUMMARY PART I I  

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATJONS (Try no: to ex& tho 3 page1 provided) 
Addrerr the l o l l d n g  ttemr: 

Purpow of adlvity(iea) evaluated Principal recornrneridationa 
* Purposa of evaluation and Methodology used Lauons learned 

Findings and rpnclurionr (relate to qunstions) 

Mission or Office: USAID/Jamica Date thlr rurnmary prepared: December 1987 

T~~ .nd Data wuat,on hport: ?ZValuation of Jamaica Aqricultural Develomnt  Foundation 
June 20, 1987 

The project began i n  1984 w i t h  the purpose of promoting and developing sustainable 
. agricul ture and agribusiness t o  improve the social  and economic well-being of t he  

people of Jamaica by providing medium and long term loans, equity investments, c redi t  
guarantees, research and training grants ,  and technical assis tance t o  t h e  agr icul tura l  
sector .  The implementing agency, the Jamaica Agricultural Development Foundation 
(JADF) was incorporated i n  1984 a s  a non-profit pr iva te  sector  venture cap i t a l  
inst i t l i t ion through the e f fo r t s  of USAID in.conjunction with Land o '  Lakes Inc. and 
Rockefeller Brothers Fund of t h e  U.S., and Grace Kennedy & Company Limited of Jamaica. 
Its primary source of funding is ti?e prcceeds from the s a l e  of bulk cheese and butter  
donated under the  PL-480 T i t l e  I1 program and processed in Jamaica, 

T h i s  evaluation was carr ied out to: 

Assess t h e  JADF's achievements t o  date against the o ~ i g i n a l  project goals. 
'Test t h e  continued appl icabi l i ty  of the or ig inal  project assumptions. 
Determine the JADF's fulf i l lment  of its develapmentzl role, in meeting the needs of 
its c l i en t  base. 
Determifie its a b i l i t y  t o  properly assess and guide project propos&. 
Assess t h e  future potential  for  JADF t o  be f inancial ly viable and se l f  sustaining, 
given its history t o  date,  its potential  c l i en t  base, and t h e  anticipated ultimate 
discontinuance of USAID concessionary assistance. 
Provide USAID and JADF inanagement w i t h  a document that  can a s s i s t  them i n  the i r  
s t r a t eg i c  planning e f fo r t s  for  JAD'F's future.  1 

Methodology included examination of project documentation and t h e  JADF'S f i l e s  and 
f inancial  statements, extensive interviews w i t h  USAID and JADF management and s t a f f ,  
JADF c l i en t s  and other f inancial  ins t i tu t ions  i n  Jamaica, and v i s i t s  t o  speci f ic  
project s ' t  i es .  

Major Findings and Conclusions 

A s  of May 1987, t h e  JADF had approved loans, equity investments and/or grants fo r  52 
of 240 project proposa1.s ( 2 2 % ) .  Of these, 37 represent loan, equity or  combination 
lmn/equity fo r  a t o t a l  of ~ $ 2 2 . 7  million (approximately  US$^ .1 million!, and 17 
represent grants  to ta l l ing  almost ~ $ 2 . 2  million (approximately US$O. 4 mlllidn) . A s  of 
3/31/87, eight new projects  were k i n g  s e r i m s i y  evaluated and seven potential  
projects  were awaiting further  f e a s ib i i i t y  s tudies.  Principal and in te res t  payment 
problems a re  being experienced for  some 278 of the outstanding loan portfol io.  The . 

procedures used t o  appraise, approve and monitor projec ts  a r e  complete and thorough. 



- Ib. - I .  

Client perceptions of the JADF were general lr  favorable. Negative comments related t o  
slowness i n  appraisals  and approvals, and ap?arent l.ack of flexihi.li.ty ( i n  eyes of 
c l i en t )  klen cash flow problems arose within a project:. Perceptions hy other . 
f inancial  ins t i tu t ions  were not particular11 strong, indi.cating a lack of knowledge of 
the goals and rnethodz of J A D F .  Some viewed JADF as  d i rec t  competition. Wi th  the 
exception of a few areas,  a l l  important goals, ass~mptions,  p r i o r i t i e s  and ver i f iable  
indicators a r e  being met. 

The balance sheet fo r  3/31/87 and projected income statement for  t h e  year ending 
6/30/87 ( see  Tables I ,  I1 and 111 a t t ac ted)  show the J?.DF1 t o  be i n  acceptable 
f inancial  condition for  near term viabilit-y, however t h e  organization has a cost 
s tructure which is ent i re ly  too h i g h  for  its revenues, and without major changes i n  
cost s t ructure ,  JADF is minimally viable over tne longer term. 

After three years of operation, the J A D F  is a ~ r o p e r l y  functioning private sector 
ins t i tu t ion  w i t h  very capable permanent s t a f f ,  addressing some of t h e  real  
developmental financing needs of the agr iculc l~ra l  community i n  Jamaica. I t  is able t o  
thoroughly assess c red i t ,  equity and grant requests, and t o  disburse funds while a l so  
monitoring past investments. I t  is meeting project expectations in a number of areas 
including orientat ion towards exporters, new entrepreneurs, projects which a s s i s t  
Jamaica i n  decreasing its dependence on imported food, and i n  providing graqt 
assis tance for  s tudies ,  publications, t ra in ing and'other uses which posi t ively impact 
on the agricul tural  and agro-industry sectors .  JADF has a lso  offered c l i en t s  a 
signif i c a t  level  of technical assis tance during project design and implementat ion 
st ages. 

Its relat ionship w i t h  USAID is functioning well, and it has suff ic ient  l iqu id i ty  t o  
continue t o  operate i n  the near term. However, its future v i ab i l i t y  is threatewd by 
a'number of negative fac tors  which soon must  begin t o  receive serious continu?.l 
a t tent ion.  The  primary isstres which mus t  be addressed are: 

I 
JADFFs net mrg ih  is too iow t o  dl!L6w1it t o  be more than marginally profi table 
without USAID grant assistance. 
JADF's level of principal and in te res t  pzst due, the r isk r l a t xe  and geographical 
dispersement of its portfol io,  plus the  number of loan and equity projects  it now ! 
has, indicate that  there is a danger tha t  projects  no longer can be adequately 
monitored nor assis tance provided by t h e  s ingle  s t a f f  person i n  t h i s  function. 
The volume of new projects  has dropped s igni f icant ly ,  giving r i s e  t o  the 
poss ib i l i ty  tha t  fu ture  por t fo l io  growth may be too limited. ~ d d i t i o n a l l y ,  the 
proper future ro le  of the JADF is not well understood in the f inancial  and- 
agricul tural  communities, nor has JADF i t s e l f  addressed the issue of what type f 
ins t i tu t ion  it skiauld be in terms of the m i x  of kype of investment, types and 
s izes  of its c l i en t s ,  and other types of business in which i t  might w i s h  t o  be 
involved.addition t o  project a c t i v i t i e s ,  the JADF has responsibi l i ty fo r  
estimating fu ture  commodity needs in order t o  obtain approval and timely shipment 
of t h e  cornmodit ies. 

The data avai lable t o  management does not represent a coordinated and C O V F > C L ~  
management information system, 

The  level  of involvement of t h e  JADF Managing Director i n  the Trafalgar 
Development Bank's Loan Conunlttee, and h i s  potential  responsibi l i ty in  management 
of the new USAID-funded Agricultural Research Project. 
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6. The technical a s s i s t a , ~ c e  grant has not been used very extensively t o  date, not has 
much ac t i v i t y  taken >lace on a number of uses for which i t  was or ig inal ly  planned. 

7 .  The levels  a t  which J A D F  project analysis s ta f f  a r e  allowed t o  make decisions on 
approvals and changes without Board approval a r e  too low. 

8, The inherent dichotomy between the des i re  for  immediate measurable success (e .g ,  
capi ta l  formation for  a "viable and self-sustaining" i n s t i t u t i on ) ,  and the iob of 
meeting t ru ly  developmental needs. 

9 ,  JADF's dependence on the s a l e  of surplus dairy commodities from the U.S. t o  
finance its por t fol io .  Par t i a l  or' t o t a l  disruption of commodity flows seriously 
inhibi ts  JADF's a b i l i t y  t o  continue t o  use pr ivate  sector ou t le t s  fo r  funding of 
its ac t i v i t i e s .  

JADF must carefully explore a l l  opportunities t o  both increase revenue a s  well a s  
reduce costs  a s  a percentage of average earning assets .  ( A  number of options a r e  
suggested under t h i s  recommendat ion. ) 
JADF should immediately incre'ase the project implementation and monitoring s t a f f  
by one or more professionals. 
JADF should undertake the e f for t  t o  define for  i t s e l f  what its business should be, 
determine what targets  i t  should s e t  fo r  d i f fe ren t  types of loans, investments and 
grants ,  and analyze how it  can best go about obtaining new customers in a cost 
e f f i c i en t  manner. I t  would be proper t o  use technical assistance grant funds t o  
accomplish t h i s .  
A management information system reporting on the s ta tus  oE exist ing projects ,  
information on new proposals, projections and earnings, balance sheets,  cash 
flows, por t fol io  impacts and other information considered necessary by management 
should be developed. 
Review a l l  exist ing and future involvement of JADF management outside of JADF, 
l imit ing them where possible t o  those tha t  have d i rec t  benefi ts  t o  JADF'S goals. 
JADF should make a plan fo r  the use of technical assistance grant funds, showing 
how they w i l l  be used before the end of the grant period and how each of the 
targets  described i n  the or ig inal  agreement w i l l  be addressed. . 
The JADF management should draw up a revised approval limits plan, and present the  
case for the revisions t o  the Board of Directors. Also, in instances where 
projects  have t o  be presented for  Board approval, the  responsible project analyst 
should make an ora l  presentation. T h i s  w i l l  improve the qual i ty  of the analysis 
and enable others t o  see :&,at the  Board regards a s  key factors .  
USAT.n S'XLLU review its own goals,  and ponder whether i t  is be t te r  t o  have private 

.......-;d,-.$e'veloprnent ins t i tu t ions  which i n  the long run may become self-sustaining only by 
abrogating some or a l l ' o f  the i r  developmental role,  or whether i t  is more 
important that  the c l i en t s  of those private development i n s t i t u t i ons  become viable 
and self-sustaining even i f  it means USAID and other donor support for  longer 
periods of time. 

9.' 'USAID should take great care ot protect JADF from both disruption i n  'regular 
shipments of dairy corrndi t ies  or lack of suf f ic ien t  offse t t ing commodities i n  an ,  
emergency. Shor t fa l ls  in commodity s a l e  funding should be othervise compensated. 
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K. ATTACHMENTS (ULI atlnchrnenh aubrnlned wlth thlr Evrluhtlorr Summary; alwayt attach copy 0 1  lull 

svduallon report, oven II one W ~ L  ~ubmlttad earlier) 

F u l l  Eva11m t ion  Report 

L COMMENTS BY MISSION, AlD/W OFFICE AND BORROWER/GRAtiTEE 

The JADF Board of Directors is taking the evaluat ior ,  very se r ious ly .  It w a s  
a topic of discussion at the 1987 Borwd retreat. JADF managanent has been 
tasked with inc lud inq  a plan for the implementation of the eva lua t i on  
r e c o m n e n d a ~ o n s  i n  the Revised 1988/89 F'oundgtion Business Plan.  T h i s  w i l l  
be acconplishecl by the end of March 198'8. The eva lua t icn  was w e l l  received 
by al3. pax ties; JADE' W w d  of Directors, JADF staff and t h e  IJSAID. 

P L E A S E  S E E  ADDENDUM I FOR COMMENTS .................................. .................................. 



.. . 
,- * Jamalca Agrlcuftural Development Foundation ADDENDUM I 

D O R R O J E K / G R A N T E E  C O M M E N T S  - - 
0 e n i n g  S t a t e m e n t  P-- 

J A D P  a c c e p t s  m o s t  o f  t h e  r e c o m m e n d a t i o n s  a n d  h a v e  a l r e a d y  t s l c e n  
s t e p s  t o  i m p l e m e n t  t h e  r e l e v a n t  c h a n . .  s u g g e s t e d .  H o w e v e r ,  t h e r e  
a r e  some  r e c o m m e n d a t i o n s  t h a t  n e e d  mdre i n t e n s i v e  e x a m i n a t i o n  i n  t h e  
c o n t e x t  o f  t h e  F o u n d a t i o n ' s  o p e r a t i n g  e n v i r o n m e n t  a n d  B o a r d  p o l i c y  
b e f o r e  t h e y  c a n  b e  a c c e p t e d  a n d  i m p l e m e n t e d .  More  s p e c i f i c a l l y ,  
w i  t h  r e g a r d  t o  : 

R e c o m m e n d a t i o n  113 

J A D F ' s  c l l e u t  b a s e  i s  s o m e w h a t  r e s t r i c t e d  b y  U S A I D  a n d  by i t s  
d e f i n e d  o p e r a t i o n a l  s t a n c e  o f  b e i n g  a " d e m a n d - r e s p o n s i v e "  
i n s t i t u t i o n .  I t  h a s  b e e n  g e a r e d  t o  r e s p o n d  t o  t h o s e  c l i e n t s  who 
h a v e  i d e n t i f i e d  a p r o f i t a b l e  a n d  f e a s i b l e  o p p o r t u n i t y  i n  t h e  
a g r i c u l t u , r a l  s e c u o r .  L o a n  t a r g e t t i n g ,  a  " s u p p l y - l e a d i n g "  
a p p r o a c h ,  i s  i n  c o n f l i c t  w i t h  c o s t  e f f i c i e n t  o p e r a t i o n s .  I n  a n y  
e v e n t ,  t h e  e s t a b l i s h m e n t  o f  l o n g  term g o a l s  in t h e  a b s e n c e  o f  a n  
a s s u r e d  s o u r c e  o f  c a p i t a l  i's m o r e  o f  a n  a c a d e m i c  t h a n  a  
p r a c t i c a l  e x e r c i s e .  L o a n  e x p o s u r e  t o  a n y  p a r t i c u l a r  s u b - s e c t o r  
i s  m o n i t o r e d  a s  t h e  F o u n d a t i o n  g r o w s  a n d  d e v e l o p s .  

K e c o m m e n d a t i o n  #5 

M a n a g e m e n t  w i l l  r e v i e w  f u t u r e  i n v o l v e m e n t  a n d  l i m i t  i t  a s  f a r  a s  
p o s s i b l e  t o  o n l y  t h o s e  t h a t  h a v e  d i r e c t  a n d  i m m e d i a t e  b e n e f i t s  
t o  J A D F ' s  g o a l s .  T h i s  h o w e v e r ,  w i l l  l i m i t  t h e  e x t e n t  t o  w h i c h  a  
p r e v i o u s l y  e n u n c i a t e d  g o a l  o f  t h e  F o u n d a t i o n ,  o f  a s s u m i n g  a 
l e a d e r s h i p  r o l e  i n  t h e  J a m a i c a n  a g r i c u l t u r a l  s e c t o r  c a n  b e  
a c h i e v e d .  

R e c o m n e n d a  t i o n  #8 

M a n a g e m e n t  i s  c o m m i t t e d  t o  t h e  s e l f  s u s t e n a n c e  a n d  l o n g e v i t y  o f  
t h e  i n s t i t u t i o n .  Any i n s t i t u t i o n  t h a t  i s  d e s t i n e d  t o  r e l y  o n  
s u b s i d i e s  i n d e f i n i t e l y  i s  n o t  l i k e l y  t o  a t t r a c t  o r  r e t a i n  t h e  
c a l i b r e  o f  s t a f f  i t  r e q u i r e s .  

G e n e r a l  Commen t s  

G i v e n  t h e  i n f o r m a t i o n  t h a t  was a v a i l a b l e  a t  t h e  t i m e  o f  t h e  r e p o r t ,  
a n d  t h e  a s s u m p t i o n  t h a t  f u r t h e r  i n c r e a s e  o f  t h e  c a p i t a l  b a s e  w a s  i n  
do,utmt, t h e  r e p o r t  r e p r e s e n t s  a n  o b j e c t i v e  a n a l y s i s  o f  t h e  
F o u n d a t i o n ' s  a c t i v i t i e s .  I t  h a s  b e e n  v e r y  u s e f u l  i n  b r i n g i n g  t o  t h e  
f o r e ,  i s s u e s  r e g a r d i n g  r e v e n u e  a n d  c o s t s  w i t h i n  a  d e v e l o p m e n t -  
o r i e n t e d  i n s t i t u t i o n ,  s e e k i n g  t o  f a c i l i t a t e  a n d  w o r k  w i t h  a  
r e s t r i c t e d  c l j e n t e l e  ( w i t h  i n c o m p l e t e  p r o p o s a l s )  i n  a h i g h  r i s k  
s e c t o r .  P a n a g e m e n t  f u l l y  s u p p o r t s  t h e  p o s i t i o n  o f  e n s u r i n g  min imum 
d i s r u p t i o n  i n  t h e  s u p p l y  o f  c o m m o d i t i e s  a n d  t h e  s t r u c t u r i n g  o f  
c o m m o d i t y  f l o w s  o n  a  t i m e l y  b a s i s .  
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EXECUTIVb: S W Y  - 

EVALUATION OF JAMAICA AGRYCULTURAL DEVELOPMENT FCIUNDATION (JADF) 

The da ta  f o r  t h i a  repor t  was gathered over a two week per iod i n  Jamaica dur ing  
e a r l y  June, 1987. I t  is intended t o  be  ne i t he r  a f i n a n c i a l  aud i t  nor a complete 
management a u d i t ,  The overview it provides,  however, should serve both USAID i n  
its d e s i r e  t o  understand an organizat ion i t  has helped t o  c r e a t e ,  .3s w e l l  as the 
Board of Di rec tors ,  management and s t a f f  of JADF as they attempt t o  cope with  
s t r a t e g i e s  f o r  its fu ture .  

The primary sources  of  input t o  t h i s  repor t  were wr i t t en  information provide by 
the  USAID Mission i n  Jamaica ( including the o r i g i n a l  Project  Proposal from 
September, 1983),  mate r ia l  of a f i n a n c i a l ,  p ro j ec t  and po l icy  na ture  provided by 
JADF, and o r a l  inputs  from J A D ~  management, s t a f f  and c l i e n t s .  

JADF was incorporated i n  January, 1984, as a non-profit p r i v a t e  s e c t o r  venture  
c a p i t a l  i n s t i t u t i o n ,  whose s t a t e d  ob jec t ive  is t o  promote and develop sus t a inab l e  
a g r i c u l t u r e  and agr ibusiness  t o  improve the  s o c i a l  and economic well-being of  t h e  
people of Jamaica. Its founders were Land 0 '  Lakes, Inc. ,  and the  Rockerfel lac  
Brothers Fund from the  United S t a t e s ,  and Grace Kennedy & Co. Ltd. of Jamaica, 
with  support  from USAID. Its primary funding source is the  proceeds from t h e  
s a l e  of bulk cheese and b u t t e r  provided by t he  U.S. Government under its PL-480 
Title 11 food grarlt program. 

/ 
JADF cu r r en t ly  has a s t a f f  of seventeen people, twelve of whom a r e  profess iona ls ,  
and a l l  of  whom a r e  Jamaican. 

PORTFOLIO DESCRIPTION 

JADF had received approximately 240 pro jec t  proposais a s  o f  t h e  end of May, 1987, 
and had approved loans, equi ty  investments o r  g r an t s  f o r  52 separa te  p ro j ec t s  
(some had both loan and equ i ty  o r  both loan and gran t  components). A breakdown 
of these  is as follows: 

o Loans: 

- 32 approved 
- Total  approved J$18,742,563 
-- Average loan s i z e  J$585,705 
-- Largest loan J$1.9 mi l l ion  ( u n t i l  t he  more recent  J$2.9 mil l ion  

loan t o  Jamaica Poul t ry  Breeders) 

o Equity Investments: 

-- 13 approved (8 i n  combination wlth loans) 
-- Total  approved J$5,633,750 
-- Average grant  J$433,365 



-- Largest investment J$Z mi l l ion  
-- Largest combinat ion debt /equi t y  investment J$2,006,000 -- 6 common s tock investments; 6 cumulative preference shares  

investment; I wr i t t en  off t h e  books 

o Grants: 

- 17 approved ( 2  i n  combination with loans)  -- T o ~ d  approved almost J$2.2 mi l l ion  - Average grant  J$129,000 
-- Largest grant  J$800,000 

o On-going P ro j ec t s  

-- O f  o r i g i n a l  37 loan,  equ i ty  and loan/equi ty  p ro j ec t s :  

o One equi ty  investment wr i t t en  off  
o One loan witildrawn p r i o r  t o  d i sbu r sa l  
o Five loans l e g a l l y  r eca l l ed  (payment demanded) 
o Remaining 30 pro jec t  commitments equal 5522.7 mi l l ion  
o Industry  breakdown of t h i r t y  remaining pro jec t s :  

- Aquaculture: 1 p ro j ec t  J$633,650 
-- Tradi t iona l  Crops: 8 p r o j e c t s  average J$599,888; t o t a l  

exposure J$4.8 mi l l ion  --  on-~radi t iona l  Crops : none 
- Llvestock/Beef/Dairy: - 7 p ro j ec t s ,  average J$896,571; 

t o t a l  exposure J$6.3 mi l l i on  - Ornamental Hort icul ture:  6 p r o j e c t s  average J$628,333; 
t o t a l  exposure J$3.8 mi l l i on  - Agro-Industrial: 6 p r o j e c t s  average J$541,333; t o t a l  
exposure J$3,2 mi l l ion  -- Other: - 2 p r o j e c t s  (TDB & M)F) t o t a l  exposure 
J$l,4OO, 000 

o Size breakdown by JADF exposure: 

-- J$500,000 and under: 13 p ro j ec t s  
-- J$500,001 t o  J$1 mi l l i on  : 13 p r o j e c t s  - Over J$1,000,000 mi l l ion :  4 p ro j ec t s  

o S i z e  breakdown by t o t a l  p r o j e c t  s i z e  ( a l l  sources)  

-- J$500, 000 and under: 6 p r o j e c t s  
-- J$500,001 t o  J $ l  mil l ion:  6 p r o j e c t s  

J$1,000,001 t o  J$2,5 mil l ion :  6 p r o j e c t s  - J$2,500,001 t o  J$5 mil l ion :  5 p r o j e c t s  
- J$5,000,001 t o  J$10 mi l l ion :  2 p ro j ec t s  - Over J$10 mil l ion:  3 p r o j e c t s  



o Matrix of Export, Local, New and Expansion Projects ( 2 t  are 
combined export/local): 

NEW - EXPANS ION 

EXPORT -- I 15* projects 4 projects 

o Loan/Esuity Investment Terms: 

LOCAL - 

-- Loan Tenor: average just over 6 years, with average grace period 
on principel repayments of 1.3 years. Longest tenor ten years; 
longest grace period 4 years. Maximum redemption period for 
cumulative preference shares 10 years. -- Interest rates fixed at 15% of 12 loans; 18% for 12 loans, 10% for 
2 loans. - Normal maximum exposure limit per project: J$2 million 

-- Debt to equity ratio: maximum 2.33 to 1 (70% debt/30% equity) 
-- Collateral: required in addition to personal guarantee - JADE' Equity Portion: may not exceed clients equity 
-- Requirement for audited financial statements 

o Disbursements (as of 3/31/87): 

4, proSects 

-- Loans J$11.0 million (73% of commitments) 
-- Equity J$4.0 million (76% of commitments) 
- Grants J$628,283 (49% of commi.tments) 

7 projects 

o Past Due/Problems Loans: 

- Seven loans -- Amount past due J$189,725 
- Total loans past due J$2.4 million (20.3% of outstanding) -- Loan interest past due on two other loans totalling J$760,000 

(additional 6.4% of outstanding) 

PROJECT APPRAISAL/APPROVAL/MONITORING PROCEDURl3S 

The procedures used to appraise, approve and monitor projects are very complete 
and thorough. A typical analysis will examine corporate and individual sponsors, 
description of proposed activities, management, markets, sources of inputs, 
production capability, equity capital and financing plans, economic and social 
inpucs, product ion capebili ty, squi ty capital and financing plans, economic and 
social impact projections, financial projections, and collateral. Applications 
for grants are not quite so rigorous, but follow the same pattern. 
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Projects with loan and equity components are malyzed and if acceptable, 
recommended by the Technical Services staff, and sent to an internal committee of 
three four review before being finally sent to the Board of Directors for 
approval. Grants are prepared by the Marketing Manager (who oversees this 
activity) and are generally also approved by the board, Turndowns are usually 
for lack of information or inability of the client to nest miaimurn project 
standards . 
After Board approval, project implementation and imriiioring 7.esponnribilities are 
parreed to the Project analyst for loan and equity projects, and the Marketing 
Manager for grants. Projects are visited monthly during the impl~mentation stage 
or if there are problems of any sort. Payments which are over 90 days p a t  due 
and any other serious problems receive the attention of the Deputy Managing 
Director. 

PBRCEPTIONS OF JADF 

Client percept ions of JADF are generally favorable, indicating that availability 
of term credit at reasonable rates for agricultural projects and the possibility 
of equity being available if required were primary reasons for choosing JADR. 
Negative comments related to slowness in appraisals and approvals, and apparent 
lack of.flexibility (in eyes of client) when cash flow problems arose within a 
project . 
Perceptions of other financial institutions wee not particularly strong, 
indicating a lack of knowledge about goals and methods of JADF. Some such a8 ACE 
and one commercial be& view JADF as direct competition. 

BASIC PROJECT ASSUMPTIONS 

All important goals, assumptions, priorities and verifiable indicators are being 
met except: 

o JADF has not utilized the volume of commodities anticipated. As of 
3/31/87, (3 years into program) approximately US$9 million of the 
estimated US$26 million to be provided in commodities over the 6 years 
of the program had been received. 

o Plans for developing domestic dairy production have for ,the most part 
foundered on the realities of the poor economics for this sector. 

o JADF has not made policy decisions as to targets for mix of loans, 
equity and grant projects, and sector goals. 

o JADF has had little successful integration with other agricultural 
development organizations in Jamaica such as JNIP, AGRO 21 and others. 

o Almost none of the targets for the use of the US$1 million in Technical 
Assistance Grant 
operating manuals 

Funds appear to have been met, including revising 
and policies, providing for a high visibility public 



relations program, developing a 
investments, and providing a bwinese 

FINM'CLAL ANALYSLS/FINANCIU VIABILITY 

policy for peybaclc of oqui ty 
advisory service on a fee basis, 

The balance sheet for 3/31/87 and projected income statement for the year ending 
S/30/87 (see Tables I, 11, and I11 attached) show JADF to be in acceptable 
financial condition in terma of JADF's ability to continue to function asl 
expected for the near term at least. However, the analysis of the current 
status, and the future financial projections show that JADF hae a coet structure 
which is entirely too high for the revenues it takes in. Without the continuing 
use of the US$1 million technical assistance grant (OPG) its equity or directly 
from the sale of commodities for funds to cover total operating expenses. The 
future projection which postulates the elimination of the technical assistance 
grant due to expire in August, 1988, highlights this fact very clearly. Without 
major changes in its cost structure (as a % of average -sets) and/or revenue 
structure, JADF is minimally viable over the longer term. It is particularly 
notable that J A D F  faces this financial situation despite the fact that its 
primary source of funds is derived from a zero % interest, non-repayable grant 
from U S A I D .  

CONCLUSIONS AND RBCOMENDATIONS 

After three years of operation, JADF is a properly functioning private sector 
institution with very capable permanent staff, addressing some of the real 
developmental financing needs of the agricultural community in Jamaica. It 
offers clients in a wide variety of sizes and agricultural sectors a significant 
level of technical assistance, loans and equity. Its relationship with USAID 
seems to be functioning well, and it has sufficietit liquidity to continue to 
operate in the near term. 

However, as described in the financial analysis section above, J A D F  faces serious 
long range problems, the threat from which must be dealt with as soon as 
possible. It if does not address theses issues, it will not easily survive 
without continual, long term assistance from donor organizations. While this 
problem is common to many development finance institutions worldwide, it need to 
be the case if aggressive measures are taken to improve revenue and cost factors. 

The key issues are: 

1) JADF's revenues are too low in comparison to the costs required to 
generate those revenues. As a % of average earning assets, revenues 
presently are 16.4% before the 6.1% effect of the USAID grant funds. 
Expenses total 19.3% of avenge earning assets, showing that without the 
grant assistance, JADF would be losing money. Although hard and fast 
projections are difficult to make, it seems clear that the situation 
will also exist in the future. 



Recommendation: 

JADF should seek out all opportunities to increase revenuea and 
decrease costa as a percentage of average earning meets. This ctum be 
accomplished by such tactics as: 

- Charge fees for project d,ssign and implementation assistance. 
- Charge higher interest rates on loans and cumulative preference 

share investments, to the extent that the market will allow. (To 
properly perform its stated function, JADF must act and (be 
visioned aa a private sector financial ins'titution, not as a 
provider of ].ow cost financial services. The lower the interest 
rate, the less room JADF has to be venture capital oriented.) 

- Place a greater proportion of assets in higher yielding 
investments such as preference shares with profit sharing 
"kickers". 

- Develop other interest or fee based financial services. 

- Consider selling the J$400,000 investment in Trdfalgar Development 
Bank unless there is evidence that TDB will be able to earn a 
return on equity and pay dividends that will make the investment 
more attractive than bank C/DYs. 

- Increase the average size of JADF loan and equity investments. 

- Increase the relative proportion of assets in investments 
requiring little analysis and mnnitorlng work, such as bank C/D's 
or well collateralized loans to "blue chip" companies. 

- Determine if JADF can utilize less costly analysis methods that 
appear to be used by other development finance companies in the 
region. 

- Require improved project proposals from clients, rather than 
having JADF do feasibility and design analysis. 

- Under no circumstances borrow funds for placing in loans and 
equity investments unless all costs for placing those funds are 
not only covered by the revenues generated, but also sufficient 
extra revenues are generated to pay for interest. 

- Review the concept of providing loan guarantees backed up by cash 
deposits, as doing so may actually bring about a net reduction in 
profits . 

JADF's level of past due principal and interest, and the inherent risk 
level and geographic dispersion of projects is such that additional 
personnel are required to properly monitor disbursed loans and equity 
investments. 



Recommendation: 

Hire at least two additional, qualified persons for the Project 
Analysis (implementation and monitoring) Group. In the meantime, 
coilsider diverting one of the junior .embers of the technical services 
staff to this function. 

3) The volume of new projects has dropped from about 12 per month to 5 per 
month sit~ce the beginning of 1987, and the number of export and non- 
traditional projects has decreased aa a percentage of those. 

Recommendation: 

JADF should determine company policy regarding the desired mix of new, 
expansion, export market, local market, agriculture sectors and project 
size that it wishes to target, and should then establish a realistic, 
effective promotion plan, using other developmental institutions in 
Jamaica where possible, to improve the flow of quality projects for 
financing It never, however, should lower its professional loan/invest- 
ment standards to accomplish volume increases. 

4) There appears to be no coordinated, complete, management information 
, system. This may be hindering management's ability to recognize and 
deal with portfolio and financial issues. 

Recommendation: - 
JADF should undertake a project to upgrade, increase and better 
coordinate its reporting system. 

5 )  Less than 40% of the US$1 million Technical Assistance Grant has been 
used to date. 

Recommendat ion: 

While it is recognized that JADF had a late start in beginning the use 
of these funds due to a former litigation problem, and that their use 
is now increasing, JADF management still should make a plan for the use 
of the remaining funds before the end of the scheduled grant period in 
August, 1988, showing how each of the targets described in the original 
grant agreement will be addressed or changed. 

6) There is an apparent dichotomy between the desire for JADF and like 
institutions to engender "development" where it does not presently 
exist, while at the same time becoming viable and self-sustaining 
organizations without donor assistance. 

Recommendat ion: 

USAfD should review its own goals and ponder whether it is better to 
have private development finance iostitutions which become self- 
sustaining only by abandoning some or all of their developmental role, 



or whether it is more important either that the clients of those 
organizations become viable and self-sustaining or that the 
institutions influence a more rapid evolution of the existing financial 
structure within a country, even though that may mean that donor 
assistance may be required for the development finance institutions for 
much longer periods of time. 

7) JADF is heavily dependent on the continued flow of funds from the sale 
of commodities to finance increased loan/investment volume. The 
potential for disruption of this flow exists (and nas occurred before) 
which would make it very difficult for JADF to properly fulfill its 
intended charter. 

Recommendation: 

USAID should closely monitor the availability of surplus dairy 
commodities and ensure that if not available, other commodity programs 
or other funding sources are structured on a timely basis. 



TABLE I 

BALANCE SHEET 

Assets  

Cash and s h ~ r t  te rm d e p o s i t s  
Loans ( N e t  o f  Reserves) 
Inves tments  
Reimbursable g r a n t s  
Accounts r e c e i  vab l  e and 

prepayments 
I n v e n t o r i  es 
F i xed  asse t s  

T o t a l  Assets  27,563,079 24,290,024 32,242,390 

11 S h o r t  term d e p o s i t s  = 8,488,294 (85 Est.) - 
8,936,645 (86)  
9,025,564 (87)  

L i a b i l i t i e s  

Refundable g r a n t s  
Accounts payabl e 

E q u i t y  Funds 

C a p i t a l  fund  23,397,704 21,885,850 31,789,949 
O p e r a t i n g  fund/ ( d e f i c i  t )  (865,485) 32.4 16 90,745 

T o t a l  L i a b i l i t i e s  & E q u i t y  27,563,079 24,290,024 32,242,390 
-'--"..===f"--- 
----a- - - - - - = a = = f = = = = = ~ = = ~ = = a = = ~ = ~ ~ = = = = a a = a ~ = = = = = = = = a = = = = s a s = = = =  



PROFIT AND LOSS ACCOUNT 

TABLE I1 

Revenues 

I n t e r e s t  on d e p o s i t s  
I n t e r e s t  on loans  
I n t e r e s t  - o t h e r  
Non-refundabl e g r a n t  from USAID 
M i  s c e l  1 aneous 
Dividends 

J $ 
12 months 
t o  6130185 

J$ 
12 months 
t o  6/30/86 - 
1,333,698 

749,155 
232,477 
733,748 

13,886 
167,432 

J$ 
9 months 

t o  3/31/87 

Total  Revenues 924,892 3,230,396 3,435,898 

Expenses 

Expenses under o p e r a t i n g  g r a n t  - 2/ 
Operat ing expenses 

Total  Expenses 1,790,377 2,384,490 2,918,137 

Operat ing surp l  us/ ( d e f i c i  t )  
f o r  per iod  

Other Income 

Surplus /  ( d e f i c i  t )  f o r  per iod  ( 865,485) 897,901 
Surplus  ( d e f i c i t )  a t  beginning o f  y e a r  --- ( 865,485) 

S u r p l u s / ( d e f i c i t )  a t  end o f  y e a r  ( 865,485) $ 32,416 $ 90,745 

* Included i n  I n t e r e s t  - o t h e r  

1/ Specia l  g r a n t  f o r  d i s a s t e r  re1 i e f  - 
t o  farmers plus o r d i n a r y  g r a n t s  

21 Recurring and non-recurr ing - 



TABLE I 1 1  

Income Statement I n d i c a t o r s  

12 months t o  

6/30/86 6/30/87 L/ Future  2/ 

% o f  Average Ea rn ing  Assets 

REVENUE 

Loan I n t e r e s t  5.2 7.1 6.6 
ST Investment  Income 9 .2 7.3 6.8 
D iv idends /Equ i t y  Gains. 1.2 1.2 1.3 
Other 2.1 0,7 0.5 
P r o j e c t  Disbursement Fee -- go 0.3 (es t . )  
TA Grant  Personnel Exl,. 1 1.7 -- 
TA Grant  Other  ~ x p e n s e s  1 5.1 4.4 - - 
TOTAL REVENUE 

EXPENSES 

Personnel Costs/ 
Management Fees 

Other  Personnel c o s t s  
covered by Grant  

Administrative/Operating 
Expenses 

Other Expenses covered by 
Grant  

P r o v i s i o n  f o r  Bad Debt 

* ( i  n c l  uded 
be1 ow) 

+ ( i n c l  uded 
be1 ow) 

2.4+ 
* ( i n c l  uded 

above) 
To ta l  Expenses be fore  non- 

re inb .  g r a n t s  
Surp lus  ( D e f i c i t )  b e f o r e  

non-reib.  g r a n t s  
Non-Reimbursabl e Grants 
Net Su rp lus  ( D e f i c i t )  

Return on Avg. To ta l  Assets 
b e f o r e  g r a n t  4.2 2.4 1.3 

Return on Avg. To ta l  Assets 
a f t e r  g r a n t  3.6 0.2 1.3 

1/ Based on e x t r a p o l a t i o n  o t  n i n e  month r e s u l t s  t o  3/31/8/.  
T/ Any f u t u r e  12 months a f t e r  d ibcont inuance o f  USAID t e c h n i c a l  a s s i s t a n c e  - 

grant .  
31 I f  r e c a l l e d  l oans  were exc luded from these f i g u r e s ,  t h e  n e t  e f f e c t  would be 
-.I 

a decrease i n  t h e  s u r p l u s  b e f o r e  non-reimbursabl e g r a n t s  t o  approxim.ately 2.2% 
l e a v i n g  a ne t  d e f i c i t  f o r  1987. 

4 1  Based on es t imates  by JADF management o f  r e c u r r i n g  c o s t s  now covered by USAID - t e c h n i c a l  ass i s tance  g ran t .  ., I , :  I 
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EVALUATION 

JAMAICA AGRICULTURAL DEVELOPMENT FOUNDATION (JADF) 

BACKGROUND 

This evaluation has taken place during a period of over two weeks in Jamaica 
collecting input, and almost two weeks of analyzing it, refining it, and 
coordinating this report. By definition, it is not intended to be a complete 
audit of JADF in either the financial or management sense. It is, however, a 
relatively detailed overview of JAPF's operations to date and future potential. 

Purpose 

The purpose of this evaluation is to: 

1. Assess JADF's achievements to date against the original project goals. 

2. Test the continued applicability of the original project assumptions, 

3. Determine JADF's fulfi1,lment of its developmental role in meeting the 
needs of its client base. 

4..Determine its ability to properly assess and guide project proposals. 

5 .  Assess the future potential for JADF to be financially viable and self 
sustaining, given its history to date, its potential client base, and the 
anticipated ultimate discontinuance of USAID concessionary assistance, 

6. Provide USAID and JADF management with a document that can assist them in 
their strategic planning efforts for JADF's futurc. 

Methodology 

The primary sources of input for this evaluation include: 

O Written information such as the original Project Proposal (9/83), the 
Transfer Authorization of 9/3/85), client project files, proposed project 
turndown files, JADF policy papers, financial statements, data sheets 
provided by JADF, other internal reports of JADF, the original project 
proposal (9/83), the Transfer Authorization for 4/84, and 

O Extensive interviews with JADF management and staff, the USAID project 
advisor, other USAID staff, JADF clients (including visits to specific 
project sites) and other fin'ancial institutions in Jamaica including 
commercial banks, Government institutions, and a merchant bank. 

Brief History of JADF 

JADF was incorporated in Jamaica in January, 1984 as a non-profit private sector 
venture capital institution, The Ministry of Finance and Planning approved 
venture capital company status, giving JADF tax relief until June, 1994, although 
techically, JADF must apply for renewal of this status every three years. 



JADF waa formed as a reault of efforts during 1983 by USAID in conjunctioil with 
Land O'Lakes Inc. and Rockefeller Brothers Fund from the U.S., and Qrace, Kennedy 
& Co. Ltd., of Jamaica. The latter three comprise the Pounding members of JADF. 
There is a Board of Directors of ten, composed of a banker, attorney, 
veterinarian/corporate executive, accountart, three persons in various farming 
activities in Jamaica, representatives from two of the founding institutions, and 
the Managing Director of JADF, The Board is very actively involved in both 
project approval decisions and policy issues. Initial members were selected by 
the founders, but all changes are now initiated an approved by the existing 
Board, 

The stated objective of JADF is to promote and develov sustainable agriculture 
and agribusiness to imvrove the social and economic well-being of the P ~ O D ~  of 
Jamaica. The Foundation intends to accomplish this by providing medium and long 
tern loans, equity investments, credit guarantees, research and training grants, 
and technical assistance to individual Jamaicans, to private sector companies 
which are at least 51% owned by Jamaicans, and/or to certain Jamaican 
organizations (such as other lenders or research/training institutions) which 
directly affect the private agriculture sector in Jamaica. JADF has been in 
operation for approximately three years, and approved its first loan/equity 
investment in October, 1984. 

JADF's equity funds come entirely from proceeds arising from the sale in Jamaica 
of butter and cheese (and soon, some butter oil) which is donated in bulk form 
via USAID under its PL-480 Title II food grant program and processed locally. 
The agreement with USAID does not provide for any set level of commodities to be 
shipped over the estimated six years of project funding which was originally 
projected to end in 1990, Instead, annually (sometimes more frequently) 
agreements are negotiated between JADF and the U.S. Government based on: 

1. JADF's estimate of how much cheese and butter can be absorbed by the 
Jamaican economy over the proposed period. 

2. The need of JADF for additional funds for programming into loans, equity 
investments and/or grants. 

3. The availability of excess commodities under the PL-480 Title I1 Program. 

Approximately 4000 metric tons of commodities have been received to date, and 
JADF is now receiving them at a rate of approximately 2000 metric tons of cheese 
and 1000 metric tons of butter per year. This translates into J$15-18 million in 
commodity sales per year. Additionally, during the remainder of 1987 the U.S. 
Government will also provide 800 metric tons of butter oil to JADF which should 
be sold for about J$4.4 million. 

Originally, JADF stored the butter and cheese, contracted to have it processed on 
its behalf, and then handled tk. sales of the processed products to distributors 
(relying on the proceeds net of costs to fund its activities); it now sells the 
bulk commodities at dockside to a processor which takes the processing and 
wholesale sales risk itself. 



To date, funding for of all JADF's activities haer come eseentially from the 
equity funds, earnings on the investment of those funds, and from a special US$1 
million technical assistance grant from USAID which expires in August, 1988. 
This grant is to cover outside consulting assis tmce for feasibi'li ty studies, 
certain management and staff salaries, a variety of staff training needs, certain 
fixed aeset purchases including a computer system, public relations expenses, and 
assorted other expenses, 

JADF currently has a staff of 17 people, composed of a managing director, a 
deputy managing director, a manager of technical stsrvices (project evaluations) 
plus two assistants, a project analyst (implementation and monitoring functions), 
a project field officer, a marketing manager (who also undertakes some 
promotional activities), a financial manager, an accountant, an accounting clerk, 
a lawer, and five other support staff. All are Jamaicans. The organization is 
structured as follows: 

BOARD OF DIRECTORS s 
I PROJECT EVALUATION 



Appendix A, attached, which is derived from information provided by JADF, gives 
an overview of JADF's portfolio of loane, equity investments andtgrants. 
Unfortunately, details are not available on individual customers as regards the 
net foreign exchange earned or saved (and is only partially available on a groes - 
basis), nor is the information complete on the number of jobs ultimately 
projected to be created by the projects. Furthermore, the employment ,information 
is not broken down as to the effects of the specific expansion being financed 
where that was the case (as opposed to total company employment). Actual 
employment was verified by JADF for d l  on-going loan and/or equity 
relationships. No information is available regarding additional incomes 
generated. 

Project Proposals 

JADF  ha^ received approximately 240 project proposals as of the end of May, 
1987, and has approved loans, equity investments and/or grants for 52 of these 
(22%). Of those which did ,receive ultimate approval, the majority were 
turned down immediately (20%) or in the early stages of analysis due to their not 
being appropriate for JADF. Proposed projects have been declined for a number of 
reasons including a lack of Jamaican ownership, not truly being an agriculture or 
agribusiness venture, totally inadequate levels of equity investment from the 
proposer or other potential sources (even with JADF participation), or nn 
unwillingness on the part of the proposer to provide JADF with sufficient 
information (financial as well as project design) to allow for completion of 
analysis. There are a number of proposals which did undergo in-depth analysis on 
the part of JADF prior to being turned down for lack of adequate equity, 
security, or other necessary preconditions. However, over 95% of those on which 
JADF's project analysis group completed an analysis and reconmended approval of 
the loan, equity investment, or grant, were accepted by JADF's internal review 
committee, and subsequently by the Board of Directors project approval committee. 
Furthermore, the staff indicates that the turndown rate is now about 50% due to 
the improved quality of projects being proposed. 

Total Approved Projects: 

Of the 52 projects which have been approved, 37 represent loan, equity, or 
combination loan/equity investments by JADF (the remainder are for grants, two of 
which are repayable). 



Apprcved Loane/Esuity Investments: 

o The 32 loans which have bean approved total 5$18,842,563 with an average 
loan size of J$586,705. The largest approved loan  ha^ been J11.9 
million. 1 

o The 13 approved equity investments (8 are in combination with loans) 
total J$5,633,760 with an average size of J$433,366, The largest 
approved equity investment has been for J$1 million. 

o The largest single project investment (loan and equity combined)  ha^ been 
J$2,0006,000; the smallest (a loan) has been J$100,000. 

o All transactions are denominated in J$s; clients must arrange to access 
foreign currencies through their commercial banks, as needed. 

On-going Projects: 

As of May 31, 1987, one equity investment had been written off as a losa, one 
loans had been withdrawn prior to disbursal because the customer did not meet the 
preconditions of the loan, and five loans had been recalled (i.e. payment has 
been legally demanded). This. leaves thirty groups with continuing loan and/or 
equity relationships with JADF. Approved loan commitments equal J$17.4 million; 
equity commitments equally J$5.3 million. Total appro~ed JADF investment risk 
for continuing loan and equity investment projects therefore totals J$22.7 
million. 

Form of Equity Investment: 

Of the twelve equity investments, six are common stock investments (which in most 
cases means that JADF has a member on their client's board of directors). The 
six others are in the form of cumulative preference shares with dividends. 
Preference share dividends are paid only if there are sufficient earnings, but 
they do accrue if not paid. In a sense, preference shares are similar to 
subordinated debentures, except that the "interest" (dividends) can be postponed 
if earnings are insufficient, and tb,e "principal" (the amount of the equity 
investment) is usually repayable in a lunp sum at a specific termination date. 
Up to this point, the common stock investments generally have specified that the 
client will have the first option to repurchase the shares, but a pricing 
arrangement has not bee specified. The Board is considering the idea that net 
asset value (net worth) at the time of sale, be used. 

Grants: -.- 

Seventeen grants have been made (two to clients with loan relationships) 
totalling almost J$2.2 million, with an average grant of about J$129,000. The 
largest grant has been J$800,000. 

In June, 1987, a loan was approved for J$2.9 million for Jamaica Poultry 
Breeders. 



lnduatry Breakdown 

The 30 on-going loan/equity projects are broken down as followe: 

o Aquaculture: 1 project; J$633,650 (one other loan waer made, but it hae 
been recalled) . 

o Traditional Crops: 8 projects; tote1 JADF exposure J$4,799,100; average 
J$699,888. (Note: Funds provided by USAID cannot be used for projects 
involving export of citrus or sugar can products; this effectively 
eliminates a significant portion of potantial demand for JADF reaources.) 

o Non-traditional Crops: None. (Two loans were made for honey projects 
but both have been recalled; one equity investment in a winter vegetables 
project has also been written off.) 

o Livestock/Beef/Dairy: 7 projects; total JADF exposure J$6,276,000; 
average J$896,571 (one other loan was made, but it has been recalled). 

o Ornamental Horticulture: 6 projects; total JADF exposure J$3,770,000; 
average J$628,333 (two other loan comitments were made, but one has been. 
recalled, and the other withdrawn prior to disbursement). 

o Agro-industrial: 6 projects; total JADF exposure J$3,248,000; average 
J$!Xl, 333. 

o Other: 2 projects (an equity investment in Trafalgar Development Bank 
for J$400,000, made because it appeared it might provide a good return, 
and a loan to the National Development foundation for J$1,000,000 fcr 
credits smaller than JADF's minimum limit). 

Breakdown by Size of JADF Exposure: - 
The 30 on-going projects are broken down as fol1,ows: 

o J$5OOO, 000 ' and under: 13 projects 

o J$500,001 to 5'$1,000,000: 13 projects 

o J$1,000,001 and over: 4 projects 

o As a matter of note, the average JADF exposure per project was J$500,863 
during 1984 and 1985, and J$896,714 during 1986 and 1987. 

Breakdown by Total Size of Projects (including debt and equity from all sources), - 
o J$500,000 and under: 6 projects 

o J$500,001 to J$l,000,000: 6 projects 

o J$1000,001 to J$2,500,000: 6 projects 
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o 5$2,500,001 and J$6,000,000: 5 projects 

o 3$6,000,001 to J$10,000,000: 2 projects 

a Over Y$10,000,000: projects 

o Other: 2 projects (National Development Foundation/TDC; 

Breakdown by Ex~ort va. Local Markets: 

Of the 30 contiming investments, 17 are predominately or exclusively oriented 
towarda North American export markets, 11 are oriented prizsrily to the local 
Jamaican market and 2 are split between the two markets. 

Breakdown by New vs, Expans ion Businesses : 

Of the 30 continuing projects, 18 are for essentially new entrepreneurs or 
entirely new projects unrelated to other existing business of the proposer/owner, 
and 12 are for expansion of existing businesses. However, since January 1987, 
incoming proposals for export projects are only 20% of the total versus 50% in 
the first two years. 

Matrix of Export, Local, New and Expansion Factors: 

New - Expans ion 

Emort 

I-: * 2 export and local 

Local - -  

Loan Terms/Exposure Limits: 

15t projects 

Average tenor of the 
averaging I.. 3 years. 

4 projects 

4 projects 

Interest rates are 
approved) and 18% for 

7 projects 

loans is just over six  years, with grace periods 
The longest tenor is ten years. 

fixed at 15% for 12 of the loans (J$7.5 million 
12 loans (J$6.6 million approved). The new loan 

rates were at 18% from February, 1985 through June 1986, and are now at 
15%. There are also two loans at lo%, one to the National Development 
Foundation, and oce for a dairy project. An "average" rate systm with 
initially lower rates offset by higher future rates elicited no positive 
response from customers. 

The maximuin exposure limit for any one project is set at J$2,000,000 
(which presently equals 6.3% of equity capital) although two exceptions 
have been made as noted earlier for J$2,006,000 and J$2,900,000. The 
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minimum exposuro limit i a  J$80,000. The Board of Directors reviews this 
limit from time to time. There have been instances of otherwiea 
acceptable projects being turned down due to their requirements being 
larger than the exgoeure ceiling. 

No limit has been set to date, howaver, in term of maximum exposure to 
any one customer (in some caaea, individuals are equity investors in 
multiple projects which are financed by JADF), However, the Board is 
considering setting such a limit. 

o The loans and equity inveatments have been extended for R wide variety of 
purposes, including: the purchaae of equipment, raw materials, animals 
and other inputs, the construction of buildings, the preparation of land, 
and general labor. As is normal (and in fact required for many 
projects), at least some of the money has gone for what can be described 
as working capital purpoees. In one case, part of the money also went 
for refinmcing of past debt, in order to design a project with debt 
tern which more properly matched the expected project cash flow. 

o JADF has recently begun to charge a 1.5% fee for loan or equity 
disbursements, in order to defray some of the high cast of preparing 
projects for approval. 

o Other loan/equity investment terms include: 

-- Debt to equity ratios are not to exceed 70% debt to 30% equity (2.33 
to 1) including the use of loan proceeds; as a comparison, commercial 
banks normally use a 60/40 (1-5 to 1) ratio, except where collateral 
is easily convertible into cash and provides excess coverage. 

-- Collateral is required, but may include any asset with determinable 
value, including the assets to be financed by JADF person guarantees 
of the principal stockholders are required without exception. 

-- A ratio of no more than 1:l for JADF equity to the client's equity. 
- JADF's debt position cannot be junior to that of other lenders except 

in exceptional cases. 

- Audited financial statements must be provided prior to project 
approval for companies already in operation, and on a regular basis 
thereafter for all approved projects. 

- Grace periods of up to four years for principal repayments are 
allowed, depending on assessed project needs; grace perisds for 
repayment of interest are not allowed, except in very exceptional 
circumstances, when JADF may agree to convert initial interest to JADF 
equity in a project. 



Equi t Y hvea tmen t T a m :  

Six of the twelve existing equity investments are in the form of common 
(ordinary) stock, five of which have voting rights (the inveetment in TDB is in 
"0" shares which da not carry voting rights). The other six are in the form of 
cumulative preference shares which are senior to common stock, and carry dividend 
rates of 15% to 25% per annum, with an additional profit sharing provision for 5% 
or 6% of net profits in three cases. 

Disbursements: 

As of 3/31/86 (the most recent financial statements available), 
disbursements against continuing loan commitments totalled J$10,992,088 
or 73% of total commitments (not counting the J$1.2 million in loans 
which has been recalled or withdrawn), with undisburaed Loans of 
J$3,986,662 or 27%. Repayments totalling J$220,100 have been received 
from these Loans. 

As of 3/31/87, disbursements of approved, equity investments equalled 
J$4,049,000 (76%), versus undisbursed of J11,250,000 (24%). 

As of 3/31/87, disbursements of approved grants totalled J$628,283 (49%) 
.versus undisbursed of J$667,510 (53%). 

Pro,jects Being Evaluated: 

As of 3/31/87, eight new projects were being seriously evaluated which would 
create a total of J$9.5 million in new loans for seven projects in the businesses 
of horticulture, bananas, agro-processing, chicken and rice production, coffee, 
orchard crops, and greenhouse vegetables. On grant for J$280,000 was also being 
considered for a dairy operation. Of these eight projects, however, four were 
over three months old, awaiting more information from the prospective clients. 

Projects Awaiting Feasibility Studies: 

As of 3/31/87, seven potential projects for loans were awaiting further 
feasibility studies, at least six of which were to be performed by JADF staff. 
These loans are being considered for coffee, feed, banana, diary, mango, and 
anthvrium production, and for one joint financing of a lease on agricultural 
machinery. These seven potential projects total J$13,600,000. 

Past Due/Problem Loans: 

o Loan principal which has not been paid for more than 30 days from the due 
date totaled J$189,725 or 2% of the outstandings as of 3/31/87. J$66,000 
of this is over 9G days past due. The total amount of the loans on which 
some principal is past due (seven loans, including four which have been - 
recalled) is equal to J$2,4 million, or 22% of total loans outstanding. 

o The four "recalled" loans on which payment in full has been demanded, 
total J$1.2 million or 9.9% of outstanding loans. 



o Loan interest (exclusive of past due principal) which has not been paid 
for more than 30 days from the dua date total J$177,000, of which 
J$lll,000 is over 90 days past due. Loan interest past due includea two 
projects not showing principal past due .which represent fully disbursed 
loans totalling J$760,000. 

o In summary, principal and/or interest payment problem exist for projects 
representing 27% of the outstanding Loan portfolio, plus J$189,000 of 
equity. 

Emvloyment/Forei~n Exchange Impacts: 

o Given that the data provided does not differentiate between new 
employment and existing employment (except in the cases of new projects), 
it is not feasible to do meaningful analysis on this aspect of the total 
portfolio. However, for the fifteen loan/equity investments for new 
companies for which information is available, J$12.1 million in projected 
JADF loans and equity investments (of which J$10.2 million is 
outstanding) is projected to produce 675 new jobs (of which 416 already 
exist) and US$6.0 million in foreign exchange savings/earnings per year 
(it is presently at the US$1.5 million level). 

o .If this occurs, JADF will, on average, have invested approximately 
J$l8,000 (in addition to debt or equity from other project investors) in 
order to produce a each new job; each JADF investment of J$2 (again, in 
addition to other debt and equity) will have brought yearly foreign 
exchange earnings/savings of J$1. Because of the inherent "softnesa" of 
this data, however, limited weight should be given to these computations. 

OTHER ACTIVITIES 

Commodity Marketing: 

As stated earlier, JADF originally was responsible not only for estimating future 
commodity needs in order to obtain approval and timely shipment of the 
commodities from the U.S. Government on a regular basis, but also for storage in 
bulk form in Jamaica, processing by a Jamaican processor, and ultimate sale to a 
wholesaler. During 1386, JADF reached an agreement with Dairy Industries 
(Jamaica) Ltd., which now takes delivery of the cheese and butter at dockside, 
and assumes complete responsibility for storage, processing, and marketing. 

I Therefore, while this activity originally took up to 40% of the management time 
of JADF, it now takes no more than 10%. 

Loan Guarantee Program: 

JADF has proposed a loan guarantee program to Jamaica commercial banks, whereby 
JADF would agree to give a loan guarantee to a participating bank, fully 
collateralized by a time deposit in that same bank, if the commercial bank agrees 
to make developmental loans for small farming ventures which otherwise meet JADF 



guidelines. However. to date, only one financial institution haa indicated any 
interest in this offer, in spite of promotion of the program by the Managing 
Director of JADF, directly to the commercial banking community. 

Auricultural Research Program: 

Beginning in 1987, JADF will also manage a seven year, USs7.6 million 
agricultural research program. Thees activities will be housed in JADF, but will 
be funded as a totally separate program, financed with a grant from USAID. This 
program will fund individuals with research projects that focus on farmer issues, 
especially problems faced by the small farmer. Direct JADF management time, 
space, and other costs associated with the research progrem will be charged to 
the project, not to JADF, and the true costs should be covered adequately by auch 
charges. The indirect cost to JADF of having any of its management's time spent 
on other activities outside of JADF, however, cannot he properly measured and 
reimbursed. 

PROJECT APPRAISAL/APPROVAL/MONITORING PROCEDURES 

There are four more or less distinct functions in JADF's involvement in projects: 

1. Design 
2. Evalrlat ion/Approval 
3. Implementation 
4. Monitoring/Collection 

This section address various aspect of those functions within JADF. 

Project Sources: 

The primary source of new project proposals appears to be the Managing Director, 
whose contacts throughout the agricultural and financial communities have ensured 
a flow of proposals. A limited amount of public relations/promotional materials 
has also been prepared which describes JADF's role, and the procedure for access 
funding from them. Word of mouth is also beginning to play a role, now that 
there are increased numbers of a wide variety of projects on the books. On the 
other hand, the number of new proposals has dropped significantly (from 12 to 5 
par month) according to JADF staff; the three people who prepare the analyses of 
projects are not fully occupied with this activity. 

Loan/Equity/Grant Applications: 

JADF has not set application form. It provides prospective clients with an 
outline (see Annex 8) of what it wishes to receive in terms of a formal project 
proposal, usually after an initial interview. Sometimes it receives incomplete , 

project proposals which have not bee tailored to JADF's outline, but which are a 
useful base for an initial judgement regarding the viability of a project. 

JADF seeks a complete project description including information on the corporate 
and individual sponsors, a complete description of the proposed activiti.es of the 
project, information on prospective management,. complete information on the 



market for the project, sourcea of inputs, production capability, equity capital 
and financing plans, economic and social impact projections, profitability and 
financial projections, and a deocription of collateral which can be offored. 
JADF generally looks for proJects with a minimum return on investment over 5 
years of 25%. The Board also closely examines the experience, background and 
integrity of the equity investors, 

The combination of the initial interview by someone in the Technical SErvices 
Unit (which is responsible for project analysis) or by management, plus  the 
requirement for a formal proposal, ten& to quickly eliminate a number of 
projects which have very little potential for success, .which do not meet the 
basic requirement of JADF, or which are nowhere near a stage of development that 
can be seriously considered. Also, word of mouth about JADF's requirements 
probably helps to reduce the number of requests .from entrepreneurs who are not 
seriously committed to their project. 

Applications for grants need not be quite as rigorous and complex as are those 
for loans or equity, but they are similar in scope. Complete information 
regarding the proposed use of the grant funds, the methodology to be ued, and 
the expected outcome is requested. Wants will be considered for research 
(although some of this will be taken up in the future by ths new agricultural 
research program), training, information dissemination on matters crucial to the 
agriculture and agro-industry sectors, publications, and workshops or other 
educational events which directly impact the same sectors. 

Pro-ject Preparation: 

Although there are some clients which have presented JADF with thoroughly 
documented proposals, the majority have not (including many with feasibility 
studies prepared by outside consultants), requiring JADF staff to spend 
significant amounts of time helping prospective clients prepare their proposal. 
This work has included researching the marketplace, working out logical 
capitalization plans, doing the financial analysis and reviewing construction 
plans and operations. It frequently takes three to four months to structure and 
analyze an acceptable project, Outside consulting assistance may be used from 
time to time, and in certain instances the cost has been included in loan or 
equity financing ultimately offered by JADF. However, the majority of JADF's 
costs associated with project preparation and credit analysis have not been 
recovered, except through the interest charges on the loans or the dividend rate 
on preference share equity investments. 

Project Approvals: L:2 . . 

o All loan, equity, and/or grant projects are analyzed by the Technical 7 , ';.: ...! 

Services staff (or in the case of grants by the Marketing Manager who =A :.: 

also oversees the grants program). After a completed analysis, including 
a sensitivity analysis to determine the effort of changes in key . . 

assumptions or debt coverage rating, acceptable projects are passed on to .. , 
an internal review committee composed of the Deputy Managing Director, . . 

the head of the Projects Analysis Group, and the Legal Advisor. If that 
. .  

committee accepts the recommendation, the project is passed to the 
Managing Director for approval if under J$250,000, or if over that ..,- 



mount, to the Board of Directors (all subcrtantiva changes in projects 
must aluo be approved at the Board level), Although the Technical 
Services staff prepare the written project analysis and, therefore, have 
greater depth of knowledge on projects than other people, they are 
excluded (at the request of the Board) from making oral project 
presentations. That is done by the Deputy Managing Director. 

o In some cases, the internal review committee eends the project proposal 
back to the Technical Services Group for further irivestigation or 
analysis, prior to presentation to the Board. Once a project is 
approved, the responsibility for its implementation and follow-up ie 
delegated to the Projects Analysis Group for loans and equity 
investments, or to the Marketing Manager for grants to thoae groups which 
do not otherwise have a loan or equity investment from JADF. 

o Grants are assessed on the need which JADF sees in the community, without 
regard to the excess earnings supposedly available to fund them. The 
original concept that JADF should approve approximately 10 grants per 
year of J$100,000 each, has never materialized. The stated goals of the 
grant program are: 

1. Increase agricultural reduction and agribusiness value added. 

2. Implement research results in a short time. 

3. Provide for environmental research. 

4. Make Jamaica less dependent on foreign inputs to the agriculture 
sector. 

o The Project Analyst assumes responsibility for providing implementation 
assistance and loan/equity monitoring for all approved loans and equity 
investments, using the services of the Legal Department or Technical 
Services Group when necessary. The Marketing Manager assumes the same 
responsibility for the grants portfolio. 

o Projects in the implementation phcse and those which are experiencing 
problems with interest, principal or dividend payments are visited at 
'Least once per month. Other projects are visited approximately evermy two 
months. Client status reports are prepared for the Board of Directors, 
with recommendat ions for act ion where appropriate. Given that there are 
now 30 continuing projects, some with problems, it is unlikely that a 
single analyst can properly attend to all of them. 

o In addition, a monthly project status summary report is prepared on the ' 

entire loan, equity and grant portfolio, and the quarterly financial 
summary includes a schedule of loan principal and interest currently 
owing or in arrears, and schedules of approved loans, equity investments 



and grants with diabursed arid undisbursed amounts. However, there is no 
single data base for input to these two summaries, and unresolved 
differences between them exist from time to time. 

o Disbursements are controlled by issuing clerks for partial amount in 
tranches as the need is justified by the client, as opposed to disbursing 
a single lump slim. Frequently, paymento are against drafts from import 
letters of credit arranged by JADF. In all caries, regular site visits 
are conducted to estimate project progress and level of actual inputs to 
date. If there appears to be a discrepancy, funding may be (and has 
been) curtailed. 

o In situations where implementation and/or payment problems remain 
unresolved for over 90 days, (and sometime earlier), senior management 
(usually the Deputy Managing Director) becomes personally involved. 
Follow up is conducted by letter, by client visits to JADF's offices, or 
in some cases by visit to a client's operations site. The Board of 
Directors also reviews such situations on a monthly basis and takes 
decisions such as writing off a bad debt or equity investment, recalling 
a loan, or withdrawing a previously approved loan. Generally the Project 
Analyst or Marketing Manager make reco~nmendations to the Board regarding 
problem investments or grants, but the Board may act independently at any 

. time it feels it necessary. There is no set time limit regarding 
continued accrual or interest in past due interest or principal. Accrual 
cor~tinues until a loan is legally recalled. 

o The diversion by a client of its cash flow from repayment of JADF 15% to 
18% debt, to repayment of a commercial bank's 25-25% debt is an issue 
which JADF tries to monitor and avoid. However, it is difficult to track 
and has occurred. 

Turndowns : 

The preliminary in-depth analysis of a proposed project by the Technical Services 
Group, or later review by the Internal Review Committee or by the Board of 
Directors may result in a decision to turn down a proposed credit. A partial 
review of JADF's turndown files (ten proposals were reviewed) shows a variety of 
reasons for turndowns, involving both large and small projects for expansion and 
for new companies, from both unsophisticated and seemingly sophisticated 
proposers. Reasons included: 

o Laclc of sufficient information (probably the most frequent reason) 

o Excessive costs involved in producing water for a project, compared with 
project benefits. 

o A low internal rate of return on the project (11.4%).versus the marginal 
opportunity cost of funds. 

o Inadequate equity from the proposer. 

o An unsubstantiated analysis regarding market size. 



The lack of full time, qualified management. 

The lack of duty-free import status for key project inputs, when 
necessary for project viability. 

A conflict of interest (Board Member). 

The freezing of all loan applications in November, 1985, due to 
uncertainty surrounding a lawsuit against JADF, and subsequent halting of 
commodity shipments which jeopardized JADF cash, flow. 

According to JADF staff, the Foundation is now turning down marginal projects 
which they might have accepted during their first two years of operation. 

RlRCEPTXONS OF JADF 

Clients: 

In general, the perception of JADF by its clients was very favorable, although 
there were instances in almost all the cases where negative aspects were 
mentioned. No clients seemed reluctant to mention such incidents, but they did 
not form the central theme which is that of a positive relationship. Client 
comments fell basically into three categories: 

o Reasons fcr Choosing JADF: 

-- Reputation of Managing Director/personal relationship with Chairman. 
-- Financial advisor had heard of JADF. 

- Trafalgar did not exist at time credit needed. 
-- NCB suggested that client see JADF. 

-- NCB had 35-40% borrowing rates at the time JADF was approached. 

-- Did not know anyone at ACB. 
- Rumors that ACB via commercial bank was a "sticky" and drawn out 

process. 

o Positive Aspects of Using JADF: 

-- Encouraging to small entrepreneurs. 

-- Collateral requirements seem the same as at commercial banks, but JADF 
willing to consider revaluation of equipment whose book value 
reflected lower J$ to US$ rate. 

-- Basic lerms of lonn/equity arrangements are good. 



-- Tried to get commercial bank financing for two years without success. 
-- Banks would not touch project due to mall size and limited equity. 

-- JADF more flexible than commercial banks in working with clients, e.g. 
JADF willing to take equity rather than put everything in loan form, 
willingness to take preference shares with specific term of buyback. 

-- Good up front analysis and project structuring assistance. 
-- Willingness to work with client during period of cash flow problem. 

o Negative Aspects of Using JADF 

-- JADF needs to expedite project requests. In some cases it is slower 
than ACB for similar projects. 

- It took four months for approval. 

-- JADF unwilling to finance a vehicle for the project. 

- JADF unwilling to be flexible in allowing other financial institution 
. with pari passu lien on all assets to finance new piece of equipment 

outside of the lien. 

- -  JADF management is not flexible with clients when cash flow problems 
arise, even when the future looks potentially good. 

- The need to go to the auction for US$ makes for a difficult situation 
when working capital is tight. 

- The grace period should have been longer. 
- JADF too demanding regarding its desire for equity participation. 

Other Financial Institutions: 

Six other financial institutions (ACB, NDB, Eagle Merchant Bank, Mutual Security 
Bank, Bank of Nova Scotia, and National Commercial Bank) were visited to elicit 
their general views of JADF, and their perception of its place in the financial 
community, its value, its ability to work with other financial institutions and 
the level of competition it posed. The responses of these institutions indicate 
that for the most part there is no solid understanding of JADF in the financial 
community, unless interviewees were holding back on their comments. Eagle 
Merchant Bank and Mutual Security Bank had a better concept of JADF's potential, 
at least in connection with shared credits in the case of the first, and the loan 
guarantee program in the case of the latter. ACB and one of the other commercial 
banks saw JADF as direct competition with little to offer other than the ability 
to invest via equity and lower rates. Other comments included: 

- JADF is very good where equity is required. One financial institution 
has sent two clients to them specifically for that purpose. 



JADF does more rigorous analysis than comsrcial banka. 

JADF is viewed as not competitive by one of the commercial banks, which 
does not want to involve itself with long term Loans or equity, except 
for the very best of their clients, because NDB money has only a 3% 
spread which is not enough in moat cases to cover the comercial risk and 
the cost of putting on the loan, 

JADF seen as having no advantage in speed over ACB and NDB which are 
considered slow. 

There is no shortage of credit for the productive sector, especially via 
ACB and NDB; therefore, JADF is directly competitive with commercial 
banking institutions. 

Non of the interviewees saw JADF as being any more lenient regarding 
collateral require~~ents, and only one thought it more rigorous in the 
project analysis. 

There is no clear distinction between JADF and TDB, other than JADF's 
greater propensity to take equity positions, its smaller maximum 
debt/equity investment,in projects, its specialization in agriculture and 
~ g r o - -  indus i iy ,  and its desire for personal guarantees. 

BASIC PROJECT ASSUMPTIONS 

The sources of information regarding basic project assumptions for JADF were the 
Project Proposal of September, 1983, prepared by Land O'Lakes and Grace Kennedy, 
the Transfer Authorization for provision of commodities signed September 3, 1985 
(with Annex I attached), and the US$l million Grant Agreement for Provision of 
Technical Assistance, which began in August, 1985, Changes in these project 
assumptions, expected end of project status, and verifiable indicators to be used 
for an evaluation at the end of the third year of operation are discussed below. 

Project Pro~osal/Transfer Authorization: 

o Goal: Mobilize new private sector resource base for development. 

Result: To date, JADF is operating as a private sector development 
resource base. 

o Priorities were to be given to: 

- Projects which contribute to an increase in independence from imports 
of food, 

Result: JADF has funded 8 cattle and dairy projects, one fish 
project, and one vegetable project which are on-going anti 
oriented towards local markets. 
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-- Private sector initiatives for profit and non-profit groups. 
Result : 

-- Frojscts 
Result : 

-- Projects 
Result: 

All of JADF investments, including grants, are focwed - 
directly on profit making activities or on improving the 
ability of small farmers and others to earn profits and 
operate more efficiently. .-- 

.I I 

$1, 

offering foreign exchange benefits. %- 

In the section describing the JADF portfolio, foreign 5i' 
exchange benefits were described. Nineteen of thirty on- ? 

& 
going projects are for export oriented firms. 

complementing Jamaica's existing agricultural strengths. 

One banana project, four coffee projects, and five 
cattle/dniry projects. Twelve of the on-going projects are ,?', 

. I 

expansions of existing operations. :,*i .--- 

- Easily manageable projects with high success probability. 3 
I -. 

Result: Few of the projects to date could truly be called "easily 
manageable", and one should not expect otherwise given the r -p 

higher risk nature of agriculture if not intensively : . A /  

monitored, guided and managed, especially during the design, -A 

implementation and initial operating stages. 
-3 
- I  

The original project concept called for equal amounts of excess commodity 
L 

bulk butter and cheese to be shipped. The reality has been that a more 
: 3 

limited level of butter can be marketed in Jamaica at the present time, 
and that cheese shipments are probably now three times the weight of ';::I 
butter shipments. 

Revenues from the sale of PL-480 commodities are to provide US$2.6 
million for ,JADE' financing and paying operating costs. Revenues to date 
(3/31/87) equal about US$9 million at the approximate half-way point in 
the program. JADF has not utilized commodities at the volume originally 
planned, and there have been breaks in the flow of commodity shipments 
from the U.S. For a variety of reasons, 

Original plans called for the development of domestic dairy production to 
be a key objective of JADF, including promotion of the dairy processing 
industry. JADF has financed a package of powdered milk, and continues to 
seek viable dairy products. The Board of Directors has indicated a 
willingness to consider extended loan terms for the dairy industry, but 
those projects which have been reviewed have not been able to meet the 
minimum requirements for economic and financial viability. JADF has put 
on a dairy sector seminar, but they have not done a complete study of the 
sector as was envisioned originally, nor have they written a formal dairy 
sector strategy. JADF does keep track of the status of the local dairy 
production in order to determine that the imports of comnodities do not 
adversely affect the growth of the indigenous dairy sector. 



o It wae aaawned that the Board would astablioh policiea regarding tha mix 
of loans, equity investments, grants and other ectivities. This has not, 
however, been done in m y  formal, written manner. Policiea have been 
established de factor as proJects are reviewed, and attitudes have 
changed towards certain industries, or types of credits. Traditional 
agriculture, for instance, now appears to he more attractive than winter 
vegetable product ion. 

o The original assumptionii indicated that unaninow approval of the Board 
would be required for approval of all grernts, project allocations, 
administrative expenses in excess of J$1,000 which are outside the 
business plan, policies regarding criteria for 1.oans and equity 
investments. Fortunately, the unanimous approval concept has been 
ignored in favor of majority approval. 

o Verifiable indicators to be used at the time of the third year project 
evaluation include: 

-- Establishment of an on-going self-sufficient foundation with 
sufficient permanent staff. 

Result: JADF is a well-established, operating financial institution 
with c need for some increase in staff in the 
impl.ementation/monitoring function. Its ability to be self- 
sustaining is treated in the later section on financial 
viability. 

-- Establishment of successful procedures for receiving and marketing 
commodities. 

Results: This has been accomplished under an agreement with a local 
processor which takes title to the commodities at dockside 
and handles the processing, storage, and marketing of the 
commodities. Sales are made to the processor against a bank 
guarantee, and the sale proceeds are due 90 days after sale. 

-- Provision of 34 weeks of technical assistance to the Jamaica processed 
cneese sector and subsequent upgrading of the processing facilities. 

Result: According to JADF management, this has taken place. 

- Successful integration of JADF with other developmental institutions 
in Jamaica: 

Result: There appears to be only very Limited success in this area. 
Agro 21, JNIP, and other potential coopernting organizations 
do sot, for the most part, seem to actively send potential 
clients to JADF, Those that have been sent have frequently 
not been screened, and have not been able to meet minimum 
lending or investment requirements. Only Eagle Merchant 
Hank, Trafalgar Development Bank and the NCB have shared or 
sent customers to JADF. 



-- Provision of  financlul assistance in the forma of grunta, tnvestmenta 
and loans. This has taken pl~ce succosafully, ale described in prior 
sect iona. 

Technical Assistance G r a :  

This US$l million grant (of which approximately US$283,000 had been spant as of 
3/31/87) was established by USAID to provide for 1) improvement in project 
selection and design, 2) to help JMF reach a high level of overall performance 
and rate of return, leading to lower overall risk, and 3) to provide for review 
and evaluation, and improvement in internal management and operationa. The mogey 
is to be used to: 

o Complete a revised set of operating manuals and policies in keeping with 
a venture capital operation. 

Result: This has not been done to date. 

o Provide staff training in venture capital techniques and philoeophy. 

Result: Was recent three day venture capital seminar held in Kingston 
for JADF staff and the public was directed towards this target. 

o Provide for a public relations program of high visibility, including 
attempting to syndicate loans for other financial institutions. 

Results: Despite some effort to date, such as with the guarantee program 
promotion, contacts with other financial institutions have not 
produced shared investments, except in a limited number of 
cases. 

o Develop a policy for "realization" (payback) of equity investments. 

Result: There is no set policy as to the proper structure of equity 
investment agreements, although the Board indicated at the 
November, 1986 retreat that JADF should invest in equity with a 
fixed formula for common stock buybacks, probably based on net 
asset value. Preference share agreements now generally specify 
a date by which the client must buy back the shares. 

o Provide a business advisory service on a fee basis. 

Result: This has not occurred, in spite of the new one time 1.5% 
processing fee for approved credits and equity investments, 
payable at the time of disbursement. This fee does not come 
close to covering the services provided to clients by both the 
technical service group and the project analysis implementation 
group. 



o Develop a computsriz~d data base on clients, 

Result: Although the computer is beginning to be uaed for financial 
accounting controls, including informat ion on outs tandings etc. , 
and thore is a monthly projects surmnary on the computer, the two 
data bases are segerate and are input by different people. 
Therefore, information is sometimes different QS occurred with 
the reparts for March 31, 1987, Furthermore, the data base is 
not compete in terma of' information relating to foreign 
exchange, employment, total project investment and other data 
which JPJF management should find useful in evaluating JADF'S 
progress. 

o Improve project selection. 

Result: Improvement of in-coming projects seems to tmve occurred as word 
of mouth has reached more of the agricultural community ~s t o  
what is acceptable to JADF, what information is required for a 
project, and by better use of the initial interview process as a 
screening device. 

o Review and revise existing documentation for proper decision making, 

Result: A lawyer has been hired, and involves herself in projects both 
prior to their being sent to the Board of Directors as well as 
after approval, to make certain that proper docwnentatior! and 
design of the project takes place. Documentation for proper 
project appraisal is a standard requirement, and a review of 
existing srcdit/equity investment files bears out JADF 
thoroughness, 

o ~stablish a market information system to address the need for market 
intelligence. 

Result: No system exists at the present time. The Marketing Manager can 
provide some technical assistance to clients when needed, 
although his primary function was originally the marketing of 
commodities provided by the U.S. Government. No marketing 
entity has been established, although during their November 
retreat, the Board recommended that a U.S.  marketing company for 
farmers' produce be explored. 

o Commodity Handling: As described earlier, it was originally envisioned 
that JADF would receive, store, arrange for the processing of, and 
market, their commodities received from the U.S. Government. Now, 
however, it sells the bulk ,:omodities at dockside to a local processor 
who accepts all responsibilities for processing and marketing. 

o Commodity Volumes: The original estimate of commodity volumes which JADF 
could sell have not been met by reality. The demand for butter in 
Jamaica has been significantly less than originally anticipated. The 
suspension of :shipments in later 1986 as revult of an unresolved local 



logd suit , plus the unuvailabil i ty of ~ufficient stocks of excasa 
comoditiels from time to time (huttor in early 19117, for example), and 
the slowdown in shipments due to political iasuea in Waahington (this 
problem ouppoeedly has been resolved) have ell contributed to lowsr 
volumes. Disrupt ions rn  shipment8 also affect the procassor'a 
willingness to co~tinue it8 relationship with JAIIF, as the ultimate 
buyers need a reliable source of proceseed commodities without stoppages 
in the normal flow of product. 

o As will be further detailed in the financial analysis section, grosa 
revenues over the first three years of operation have been only 55% of 
original projections, while expenses were 2.3 timea the projections. 
Earning assets (loans plus short term lnvemtments plus equity 
investments) were projected to be J$70.3 million by the end of fiscal 
year 1987 (June 30, 1987). They will actually be 5$27.5 million. 
Obviously, these trends Lave had a serious negative impact on projected 
earnings. This is not intended to be a criticism of the original 
pro j m t  ions, however. T.hey ware done prior to the start-up of the 
operation, prior to the hiring of staff and management, and prior to 
encountering the proi~lems which all new institutions are bound to have. 
What the differences point out, however, it that careful thought needs to 
be given to understanding the ramifications of the differences. 

FINANCIAL ANALYSIS/FINANCIAL VIABILfD 

Balance Sheets: 

the end 

0 

0 

0 

0 

The balance sheets as of June 30, 1985, June 30, 1986 and March 31, 1987 are at 
of this section in Table I, An analysis of them shows the following: 

The loan portfolio grew tremend.~usly in the twenty one mmths since 
6/30/85 (575%) including a 71% increase between 6/30/86 and 3/31/87. The 
reserve for bade debt was equal to 3.4% of total outstanding loans at 
6/30/85, 2.6% at 6/30/86, and 2.3% at 3/31/87. 

Equity investments have als~o increased, but not at a slower rate. 
Between year end 1985 and year end 1987 there was an actual drop which 
reflects the write off of one investment for J$314,750. Between year end 
1986 and 3/31/87, the increase was 175%. 

Cash and short term deposits {the majority of which is represented by 
short term deposits) basically remained at the same level over the twenty 
one months. 

Earning assets (loans, equity investments and short term deposits) 
totalled J$12.0 million in 1985, J$17.0 million in 1986, and J$24.5 
million by 3/31/87, a 41% increase from 1985 to 1986, and a 44% increase 
from year end 1986 to 3/31/87. 



TABLE I .... 

j I 

i.. J 

BALANCE SWEET 

Assets  - 
Cash and s h o r t  term d e p o s i t s  
Loans (Ne t  o f  Reserves) 
Investments  
Reimbursable g r a n t s  
Accounts r e c e l v a b l  e and 

p repaynents  
I n v e n t o r i e s  
F ixed  asse ts  

T o t a l  Assets  27,563,079 24,290,024 32,242,390 

1/ Sho r t  term d e p o s i t s  8,488,294 (85 Est.)  - 
8,936,645 (86)  
9,025,564 (87 )  

L iah1 , l  i t i e s  

Refundable g r a n t s  
Accounts payabl e 

E q u i t y  Funds 

C a p i t a l  fund  23,397,704 21,885,850 31,789,949 
Ope ra t i ng  fund/ ( d e f i c  i t )  (865,485) 32 ,?,I6 90,745 



o Inventor ies  decreased dramat ica l ly  and accounts receivable  increaacd 
dramat ical ly  f ro~n  6/30/85 t o  6/30/06, r e f l e c t i n g  t he  change i n  t he  
procedures for  handling the  cheese and b u t t e r  provided by the  U.S. 
Government. Basical ly ,  JADF exchanged inventor ies  they ownod themselves, 
f o r  receivables  from the  processor.  The amount o f  rece ivab les  on 3/31/87 
r e f l e c t s  about 3.8 months worth of  connnodities. 

o Fixed assets more than doubled between year end 1986 and 3/31,/87, 
r e f l e c t i n g  t h e  move t o  new, expanded o f f i c e  space,  and purchase of  
company vehicles .  

o The accounts payable dropped between 1986 and 1986 r e f l e c t i n g  t h e  change 
in  commodity handling procedures. 

o The drop in  refundable g ran t s  between 1986 and 3/31/87 is due to  t h e  
repayment t o  USAID of  a s p e c i a l  re imbuaable  grant  provided t o  a s a i s t  
with i n i t i a l  operat ing expenses u n t i l  such time a s  i t  could be repaid 
from commodity s a l e s .  

o Because of  t he  change i n  commodity handling procedures, both equi ty  i n  
the  c a p i t a l  fund and t o t a l  assets showed a drop between 1985 and 1986, 
which a r t i f i c i a l l y  masks t h e  real growth t h a t  occurred i n  JADF's business 

.between those two years.  

o Equity funds (from t h e  sale of  commodities) increased by almost J$10 
mil l ion  i n  t h e  nine months t o  3/31/87, a 46% increase .  A s  JADF is funded 
almost e n t i r e l y  by proceeds from the  sale of commodities (p lu s  a non- 
refundable g r a n t ) ,  t he re  is almost no leverage. L i a b i l i t i e s  on ly  reflect 
s h o r t  term parebles.  

Income Statements: 

Income s ta tements  f o r  t he  twelve months ending 6/30/85, 6/30/86 and f o r  the  nine 
months ending 3/31/87 a r e  a t  t he  end of  t h i s  s ec t i on  i n  Table 11. An ana lys i s  o f  
them shows the  following: 

o A s  would be expected, i n t e r e s t  on loans has grown i n  l i n e  with t he  
increase  in outs tandings  over t he  twenty one months. I n t e r e a t  on 
depos i t s  grew dramat ica l ly  i n  1986 (probably due t o  investments 
increas ing  dramat ica l ly  dur ing 1985 r a t h e r  than being a v a i l a b l e  f o r  t h e  
e n t i r e  year,  thus producing lower earnings t h ~ n  r e su l t ed  from having 
approximately J$9.0 mi l l i on  invested f o r  the  e n t i r e  year o f  9186). 

o The non-refundable gran t  from USAID (approximately Y$5.5 mil l ion  is 
ava i l ab l e  through August 1988, t o  cover a v a r i e t y  of  expenses including 
c e r t a i n  c a p i t a l  expendi tures) ,  was used more ex tens ive ly  i n  1986 and f o r  
t he  f i r s t  n ine months of 1987. It was used dur ing 1986 t o  cover more 
than j u s t  t he  expenses shown under t he  operat ing g ran t ,  p a r t i a l l y  but not 
t o t a l l y  due t o  c a p i t a l  expendi tures  which do not show up on i n  expenses 
except a s  deprecia t ion is taken. The important point  t o  no te  is tha t  i n  
1986, operat ing su rp lus  f o r  the  year would have been only J$112,158 
without t he  grant  income, and i n  t h e  n ine  months of 1987, JADF would have 



TABLE I 1  

PROFIT AND LOSS ACCOUNT 

Revenues t o  6/30/85 t o  6 /30/86 t o  3/31/87 

I n t e r e s t  on d e p o s i t s  731,131 1,333,698 1,160,086 
I n t e r e s t  on l oans  43,768 749,155 1,125,209 
I n t e r e s t  - o t h e r  ...I- 232,477 116,988 
Non-refundabl e g r a n t  f rom USAID 144,500 733,748 820,321 
M i  s ce l  1 aneous 5,493 13,886 * 
D i v i dends  ..-- 167,432 212,500 

T o t a l  Revenues 924,892 3,230,396 3,435,898 

Expenses 

J$ J$ J 18 
12 months 12 r~ ion ths  9 months 

Expenses under  o p e r a t i n g  g r a n t  - 2/ ..-- 343,345 820,321 
Ope ra t i ng  expenses 1,790,377 2,041,145 2,097,816 

T o t a l  Expenses 1,790,377 2,384,490 2,918,137 

O p e r a t i n g  s u r p l  us/ ( d e f i c i t )  
f o r  perSod ( 865,485) 845,906 517,761 

O the r  Income ...- 51,995 ( 459,432)1/ - 

Surp l  u s / ( d e f i c i t )  f o r  p e r i o d  ( 865,485) 897,901 58,329 
Su rp lus  ( d e f i c i t )  a t  b e g i n n i n g  o f  y e a r  - O m  ( 865,485) 32,416 

* I n c l u d e d  i n  I n t e r e s t  - o t h e r  

1/ Spec ia l  g r a n t  f o r  d i s a s t e r  r e1  i e f  - 
t o  fa rmers  p l u s  o r d i n a r y  g r a n t s  

2 /  R e c u r r i n g  and n o n - r e c u r r i n g  - 



shown un operat ing de f i c i t  of .J$302,5630. On t h e  o the r  hand, c e r t a i n  non- 
re turn ing  sxpe~~rres  would huva been forgono i f  grnnt funds were nat  
ava i l ab l e  (such aa t r a i n i n g ) .  

o Other income during tho nine months t o  3/31/87 includes  non-reimbursable 
g ran t  funds which JADF has provided to  a s p e c i a l  d i s a e t e r  fund, plua 
normal g ran ts  i t  gives.  During 1986, no g ran t s  were given, and dur ing 
1986, non-reimbursable g ran ta  were J$161,402, It is not c l e a r  i f  they 
were included i n  opera t ing  expenses, o r  n e t t e d  with  o ther  income i n  t he  
income statement.  The same point  noted i n  t he  previous paragraph 
app l i e s ,  however; without grant  asmistance from USAID, JADF might have 
shown a d e f i c i t  f o r  the  nine months t o  3/31/87, and a much amal ler  
su rp lus  f o r  t he  year  ended 6/30/86. The following discussion of t he  
income statement accounts,  preaented as percentages o f  average earn ing  
-sets w i l l  c l a r i f y  thiw i s sue  fu r the r .  

Future V iab i l i t y  of JADF: 

The income s t a t e m e n t  i nd i ca to r s  (presented as percentages of average earn ing  
a s s e t s )  f o r  t he  year ended 6/30/86, es t imates  f o r  t he  year ended 6/30/87 (based 
on ex t rapola t ion  of t he  nine month r e s u l t s  t o  3/31/87), and es t imates  f o r  some 
unde t en ined  year a f t e r  t he  disappearance of  USAID gran t  fund a s s i s t ance ,  a r e  a t  
t h e  end.of  t h i s  s ec t i on  i n  Table 111. An ana lys i s  o f  them shows the  following: 

o The surp lus  before  non-reimbursable g ran ta  f o r  t he  year ended 6/30/86 
looks b e t t e r  than t he  following year,  bu t  is a r t i f i c i a l l y  high i n  t h e  
sense  t h a t  a s  noted above, grant  funding f o r  1986 covered more than g ran t  
funded expenses, i . e . ,  o the r  expenses which would not  normally b e  covered 
were paid f o r  by t h i s .  In the  f u t u r e  s cena r io ,  no revenue comes i n  from 
gran t  sources,  assuming t h a t  t h e  USAID g ran t  has run out and is not  
renewed. 

o Revenue from normal operat ions  (excluding t h e  gran t  revenue), is equal t o  
17.7% of average earning a s s e t s  dur ing 1986, and is expected t o  drop l:o 
16.4% during 1987 ( r e f l e c t i n g  a decrease  i n  o the r  income which was 
abnormal.ly high i n  1986). The increase  i n  loan i n t e r e s t  and decrease i n  
s h o r t  term investment income reflects t h e  s u b s t a n t i a l l y  g rea t e r  increase  
i n  t h e  s i z e  of  t he  loan p o r t f o l i o  versus t he  s h o r t  tern1 deposi t  p o r t f o l i o  
from 1986 t o  1987. For t he  fu tu re ,  i t  is assumed t h a t  t he  r e l a t i o n s h i p  
between loan i n t e r e s t  and sho r t  term investnent  income w i l l  remain t h e  
same, and t h a t  market fo r ce s  w i l l  reduce depos i t  earnings  and compel JADF 
t o  drop the  lending r a t e ,  both by 0.5%. Other income which i n  1987 came 
only from the  r e n t a l  o f  former o f f i c e  space should drop i n  t he  f u t u r e  a s  
t he  average earning a s s e t s  base increases ,  and the  newly e s t ab l i shed  
disbursement f e e  w i l l  a f f e c t  earnings  by no more than 0.3% unless  t h e r e  
a r e  very l a rge  rises i n  disbursements ( f o r  example, aur ing 1987, t he  
ex is tence  of a 1.5% disbursement f ee  would have added only 0.4% of a 1.5% 
disbursement f ee  would have added only 0.4% t o  t o t a l  revenue as n 
percentage of average earning a s s e t s . )  



o Ln tho expense ca tegor ies ,  comparisons with 1986 r e s u l t s  f a r  individual  
accounts ura not posoible duo to  lack a f  data in  t he  annual r epo r t ,  
Hawever, i t  i s  possible  t o  see tha t  t o t a l  expenses not covered by g ran t s  
were equal t o  14.0% of average earning m e e t s ,  versua 11.8% in  1987 
es t imates .  However, g ran t  funded expenses (which includes  a s i g n i f i c a n t  
amouct of personnel axpenae) were equal t o  6.1% versus  only 2.4% i n  1986. 
The f u t u r e  aet imates  include expensea which were previously  covered by 
g ran t s  a t  2.3%, r e f l e c t i n g  management's expectat ion t h a t  not a l l  o f  t h a  
cos t s  w i l l  continue i n t o  t he  fu tu re ,  and t h a t  t he  personnel coa t s  should 
be spread over a l a rge r  earning a s s e t  base. 

o The provis ion f o r  bad debt (not  t o  be confused wi th  t he  balance shee t  
account which is "tloaerve" f o r  bad debt)  is hidden i n  t he  adminis t ra t ive  
expenses f o r  1933 For 1987 i t  is a t  a r a t e  equal t o  1.7% of  average 
earning a s s e t s .  ~ 1 . : :  tlr? the r i s k  nature  of JADF's p o r t f o l i o  o f  loans, ns 
w e l l  as t he  f a c t  th l ;  'va v r('w of  the  loans a r e  pas t  t h e i r  grace per iods  
i n t o  the  repaymet:: : e?i-jc*in, i t  should be expected t h a t  loan loases w i l l  
increase  i n  t he  f1:t.u. t+. r.t;quiring a provis ion l a r g e  enough t o  cover a 
year ly  3% lose or 3e o T s f  :tanding loans, p l w  an add i t i ona l  amount f o r  
equi ty .  A 1  though . ere ~ 1 . t  d be no l o s se s  on s h o r t  term investments, a 
3% provision as a, pte;cii",:qf of t o t a l  average earn ing  a s s e t s  should be a 
r e a ~ o n a b l e  l eve l .  

o Tot a1  expeusea hefc!: ,;; .*~n-~xi 'mbursaLle g ran t s  provided by JADF rise i n  
1987 t o  19.3% of  atcr=tg:. earning a s s e t s ,  compared t o  16.4% i n  1986. Due 
t o  assumed increased .Lfic:iancies and a l a r g e r  - earning assets base, 
t h i s  t o t a l  is aaaume~ t o  drop t o  16.5% i n  the  fu tu re .  To put i t  i n  a 
d i f f e r e n t  perspect ive ,  $or  every d o l l a r  o f  average earn ing  a s s e t s  dur ing 
the  per iod of a year ,  if; w i l l  co s t  JADF 19.3 cen ts  t o  manage i t  dur ing 
1987, and an es t imated 16.5 cen ts  i n  the  future .  

o JADF funds its non-reimbursable g ran t s  from surp lus  not earnings.  During 
1906 i t  e a s i l y  funded an amount equal t o  1.1% of  average earning a s s e t s ,  
and dur ing 1987 the  amount w i l l  be equal t o  about 2.!3%, leaving addi t ions  
t o  equ i ty  f o r  both years.  The fu tu re  scenar io  shows t h a t  without USAID 
grant  funding, i t  w i l l  not  have s u f f i c i e n t  revenue t o  cover expenses, 
much less provide funds f o r  grants .  

Summary Regarding Future Viab i l i ty :  

Although JADF does not have an income problem at  t h e  present  time, and should not 
experience one u n t i l  USAID gran t  a s s i s t ance  disappears ,  i t  w i l l  not automat ical ly  
be v iab le  i n  t he  fu ture .  Its f u t u r e  v i a b i l i t y  and a b i l i t y  t o  be "self- 
susta ining" w i l l  depend on the  following f ac tom:  

o I n t e r e s t  rates on loans and sho r t  term investments w i l l  be dependent on 
market fo rces ,  which a r e  l a rge ly  out of the cont ro l  o f  JADF. I f  i n t e r e s t  
r a t e s  r i s e ,  JADF w i l l  b ene f i t  from the  increased spread over its cos t  o f  
funds which is only t ha t  cos t  i t  incurs  in s e l l i n g  the  comnodities. In 



the future, an incroaeing proportion of i ta funds will be free in tho 
acrnrre that they will come from existing equity already provided by USAID 
and from JADF earnings. To the extent that JADF can keep its loan rates 
from falling in today's marketplace, it will benefit. 

o Dividends and gaine from the sale of equity investment8 are difficult to 
predict, but JADF does have somewhat more discretion in this area. To 
the extent that it can put more of its aasetts into preference equity 
shares with dividend rates that are higher than loan ratee, it will 
improve its perfonnence (so long as they ultimwtely are able to collect 
th,e dividends). However, they will have to weigh the increased earnings 
against the inherently higher risk in an equity investment (or what is 
really a subordinated debt type of investment in many caaes). To the 
extent it can make preference stock investments with provisions for 
additional payments to JADF equal to a % of earnings, it also may help 
its case. To the extent JADF can make reasonable common stock 
investments whose dividend earnings plrw increnlses in value (which can be 
recognized at time of sale) exceed loans or short term investment rates, 
it can also positively affect its revenue base. For the purpoees of this 
analysis, no increase in such earnings is included in the future income 
statement. 

o .To the extent which can develop and market fee based services which do 
not require a significant asset base and which can be provided for a 
profit, it will improve its revenue as a percentage of average earning 
assets. This would match the worldwide trend in financial institutions 
to improve non-asset based earnings. 

o At the present time, however, JPDF's primary opportunities to improve its 
performance probably lie in control of itta expense categories while 
attempting to increase the size of its earning asset portfolio. Total 
personnel costs which are expected to be 6.1% of average e~rning assets 
in 1987, and are estimated at 4.4% for the future viability income 
statement, could be brought down further. However, the trade-offs to 
doing this may be: 

- A slowdown in approval and disbursement of loans and equity 
investments which itself may have the undesired reverse effect of 
spreading costs over a smaller earning asset base. 

-- A decrease in the quality of the analysis and of monitoring of new and 
existing projects, with attendant increases in bad debt and equity 
loss rates. 

- A change in the type or mix of type of projects considered, moving 
towards safer, more easily analyzed and monitored, and much larger 
projects (in terms of JADF's participation), which might change the 
focus of JADF in ways not in keeping with the original intent of 
USAID, the founders and the Government of Jamaica concerning the use 
of its interest free funds, with no texes on earnings. 



o It should be noted that if JADF were to keep its costs at the J$ level 
expected for 1987, it would take an increase in the average earning 
maets of approximately 25% (J$5,5 million) to bring net earninga (beforo 
providing grants) to the break-even point.without USAID grant asfiristame. 
At the average project size being approved recently, an additional five 
to six fully disbursed projects, or an equivalent amount in short term 
time deposits would have to be put on JADF's books. 

o Decreases in the average administrative expenses which cover such things 
as advertising and promotion, travel, prafessional fees, rent, other 
office costs, insurance vehicle leases and depreciation on fixed aesets, 
may also be possible, but again, it depends on the level of expenses 
required to produce and maintain the volume and type of earning assets 
des i red. 

o A decrease in the provision for bad debt is also feasible, but would 
require either increased expenses for analysis, design, implementation 
and monitoring of projects, higher collateral requirements on at least 
some of the projects, or additional emphasis on increasing the portfolio 
of inherently less risky projects. 

o In summary, the staff, management and Board of Directors of JADF must 
.face the fact that JADF cannot hold revenue to the average 15.5% level 
shown in the future income statement, while reducing average expenses by 
only 28% unless it is willing to increase its capital only minimally or 
obtain continued commodity contributions for USAID to fund operating 
costs. While there should be room to achieve additional reductions in 
costs, or increases in revenues, (both as a % of average earning assets,) 
they will not happen on their own, but only as the result of good 
strategic planning, carefully executed efforts, and regular, quality 
analysis of JADF. 

Commodity Sales Volume: 

There is no specific volume of additional comodity sales to be used as inputs to 
equity which JADF will require in the future. It is clear that given its present 
staff and revenue/cost structure, additional assets are required to help spread 
overhead costs. To a great extent, JADF's needs will depend on the size of the 
absolute demand from the agricultural sector for credit and equity, the ability 
of JADF to attract and help design quality projects from amidst the total demand, 
the actual experience of JADF in repayments of existing investments, and the 
level of short term deposits or other "safe" investments which would be 
acceptable to USAID. The effort to determine the maximum level of expected 
continuous demand plus a reasonable level of low risk investments should be part 
of management's regular focus. 

Cash Flow Project ions: 

There is no computerized cash flow prediction model to allow JADF to forecast 
troughs, or examine the consequences of unexpected use such as increased 
drawdowns and unplanned reduction in sources, such as slowdowns in provision of 
commodities or repayments of debt and equity. 



TAULE I 1 1  ' 

Incon~e Statement Indicators 

12 months t o  

6/30/87 1/ Future  2J - 
% o f  Averaae Earn lna  Assets 

REVENUE 

Loan I n t e r e s t  
ST Investment  Income 
Dividends/ Equi t y  Gains. 
Other 
P r o j e c t  D l  sbursement Fee 
TA Grant  Personnel Exp. 
TA Grant O the r  Expenses 

TOTAL REVENUE 

EXPENSES 

Personnel Costs/ 
Management Fees 

Other  Personnel c o s t s  
covered by Grant  

Administrative/Operating 
Expenses 

Other  Expenses covered by 
Grant 

P r o v i s i o n  f o r  Bad Debt 

* ( i  n c l  uded 
be1 ow) 

+ ( i n c l u d e d  
be1 ow) 

2.4+ 
* ( i n c l  uded 

above) 
To ta l  Expenses b e f o r e  non- 

re inb .  g r a n t s  
Surp lus  ( D e f i c i t )  b e f o r e  

non-re i  b. g r a n t s  
Non-Reimbursabl e Grants 
Net Su rp lus  ( D e f i c i t )  

Return on  Avg. T o t a l  Assets 
be fo re  g r a n t  

Return on Avg. T o t a l  Assets 
a f t e r  g r a n t  3.6 0.2 1.3 

ased on e x t r a p o l a t ~ o n  o t  n l n e  month r e s u l t s  t o  ....., ,. ,: 

i n y  f u t u r e  1 2  months a f t e r  d i scon t i nuance  o f  U S A : k 3 : ~ ~ ~ ~ i c a l  ass i s tance  '. . - , . 
g ran t .  J 

3/ If r e c a l l e d  l oans  were exc luded from these f i g u r e s ,  t h e  n e t  e f f e c t  would be - . . 
a decrease i n  t h e  s u r p l u s  be fore  non-reimbursabl e g r a n t s  t o  app rox ima te l y  2.2% 
l e a v i n g  a n e t  d e f i c i t  f o r  1987. . _ ;  

4/  Based on es t ima tes  by JADF management o f  r e c u r r i n g  c o s t s  now covered by USAID - t e c h n i c a l  ass i s tance  g ran t .  



The evaluation of JADF supports the fact that after three yaare of operation, the 
Foundation is u properly functioning private sector inutitution with vary capable 
permanent staff, addressing some of the real developmsntul financing needrr of the 
agricultural community in Jamaica. It ia able to thoroughly aesese credit, 
equity and grant requests, and to disburse funds while aleo monitoring past 
investments. It is meeting project expectations in R number of areas including 
orientation towarda exporters, n w  entrepreneurs, projects which aeeist Jamaica 
in decreasing its dependence on imported food, and in providing grant assistance 
for studies, publications, training and other uses which poaitively impact the 
agriculture and agro-industry sectors. 

JADF has also offered clients a significant level of technical assistance during 
project design and implementation stages. Its portfolio of approvsd projects 
covers a variety of types and sizes of sub-sectors within the Broad field of 
agriculture, and its customers are for the most part quite satisfied with the 
assistance which JADF has provided. Its willingness to work with incomplete 
proposals and with investors who are not sophisticated, to take equity positions 
not requiring common stock, and to lend for medium and long term periods 
generally avoided by commercial banks, has clearly assisted the development of 
the Jamaica agricultural community. At the aame time, JADF appears to .have been 
relatively prudent about the types of projects into which it places its funds; 
the turndowns it has made are on the whole for logical reasons based on proper 
project analysis and the lack of critical factors for project success. 

Its relationship with USAID appears to be positive, partially as the result of 
the USAID project advisor assigned specifically to the JADF project, who has 
expended a great deal of effort working with JADF staff, management, and Board of 
Directors. This has enabled JADF and USAID to overcome a number of serious 
problems, especially in the area of colamodities provision. It appears that for 
the most part, JADF has used [JSAID financing as agreed, and that its current 
financial position shows sufficient liquidity to continue to function in the near 
term without cash flow problems that would immediately imperil its operations. 

In spite of this positive picture of JADF, the future of the institution is 
endangered by a number of negative factors which soon must begin to receive the 
serious, continual attention of JADF management, staff, and Board of Directors, 
as well as USAID and others in the Jamaican agricultural commodities. Without 
resolution of the problems which are already visible, JADF cannot ultimately 
prosper while adeqr,lately performing the functions for which it was created. This 
less than optimal picture is being masked to some extent by the existence of 
USAID Technical Assistance Grant Funds and the continued influx of equity from 
sale of PL-480 commodities. The Board of Directors, management, and staff of 
JADF are not wholly unaware of the difficulties faced by the Institution. 
However, there has not been a focused attempt to put than into an coherent 
framework with accompanying analysis to show the financial implications of 
various options. JADF has tended to deal with adversities in a piecemeal fashion 
as they arise. While this is not unusual in the early development of any 
organization, it must not continue to the exclusion of broader, longer range 
strategic analysis. 



Tho primary iaauetr which must be nddre~~aed include tho following: 

1. JADF'a net margin (the difference hetwaon total revenue and total 
expenses) is too to allow it to be more than marginally profitable 
without USAID grant assistance. This I& particularly atriking 
considering the primary aource of funds for JADF i a  a USAID zero Y 
interemt, non-repayabla grant. Even if the assumption i a  made that total 
expenses are a parcantage of average earning -sets drops from the 
current level of 19.3% to 13.8115, JADF will likely be only elightly above 
breaksven before providing m y  funds under ite tochnicel aeaistanca 
grants program. If market interest rates drop at all, further praasure 
will be placed on the net margin. To give some perspective, anothor 
development finance institution in the Caribbean with average project 
size of 51700,000 equivalent in 27 projects, showed revenues of only 
12.1% as a percentage of average earning aaests after being in operation 
for approximately two and a half years, and total expenses of 12.4%, 
including interest expenee of 2.6%. While one cannot directly compare 
two institutions operating in- such dissimilar environments, the relative 
difference is striking. 

Recommendation 

.JADF must carefully explore all opportunities to bath increase revenue as 
well as reduce costs as a percentage of average earning assets. Options 
include: 

o Charge clients a fee for project design and implementation assistance 
that will cover more of the true cost. 

o Charge higher interest rates, reflecting the higher risk, more flexible, 
developmental nature of the money provided by JADF. At the very least, 
should nisrket rates drop, JADF should hold its rates steady, or drop more 
slowly (at the same time, it is recognized that if the relative level of 
JADF rates has the effect of significantly reducing the volume of 
acceptable proposals, JADF may not be able to hold or increase interest 
charges) . 

o Develop other interest or fee-based financial services. 

o Place a greater portion of earning assets in investments which carry 4 1  

greater return than loans, such as preference shares, with or without 
profit sharing "kickerstf, or in common stock investments with potential 
for average returns above those of loans. 'The offset to this, however, 
is that putting greater emphasis on equity investments may not only 
increase the risk level of JADF's project portfolio, hut may also reduce 
short term cash flow until such time as the equity investments can pay 
dividends and can be sold for an acceptable profit. 

o Look carefully at selling the $400,000 equity investment in Trafalgar 
Development Bank. Unless TDB dramatically changes its mode of operation 
or its leverage, it is unlikely to produce long term returns equal to 
JADF's loan or short term investment portfolios. Short term dividends, 



i f  any, are not likaly to be very large. Additionally, it effectively 
rcspresan t.s EI pnas--through of USAID firnda t o  'rDB which already receivdt:~ 
IJSAXD w a i a  Lance. 

o Determine the effective "inter~~rst rate" JADF is receiving on its accounta 
receivable From Dairy Industries, by determining what discount JADF would 
have to offer t,o induce Dairy Induetries to pay JADF within ten to thirty 
deye of receiving tho bulk ccmmoditias. For inatance, if Deiry 
Indwtri es would b e  willing to pay .TADF 90 days earlier in exchsnga for o 
discount 04 3.5%, JADF would b e  batter off investing the discounted 
amount in time deposits. 

o Increase average size of JADF'a debt and equity inveatmonta. The 
same level. of work is required to analyze end monitor a J$1,500,000 
inv*sstment as one for $500,000, but the average cost per J$ of investment 
is one third. The tradeoff to doing this is that fewer small 
entrepreneurs may be aseisted by JADF. 

o Increase the relative level of easily analyzed and monitored investments, 
such as time deposits or other "blue chip" investments, in arder to cut 
the costs per J$ invested. The tradeoff to this is the developnlental 
effect of JADF's operations will be less, but if it helps the foundation 
survive and prosper, the Jamaica agriculture aector will ultimate!ly be 
better served. 

o Determine if there are ways to spend less time on analysis of a project 
without increasing the risk of making poor investments. Discuasions with 
heads of other development finance institutions such as CFSC in Barbedos, 
SOFIHDES in Haiti, PIC and COFISA in Costa Rica, and TDB in Jamaica would 
be worthwhile. CFSC, for instance, limits its intensive analysis to only 
what it considers to be the critical variables for the success of any 
particular project. While it may be too early to determine the ultimate 
success of this type of risk control, the costs per dollar lent (prior to 
provision for loan losses) at CFSC have been significantly lower than at 
JADF. On the other hand, CFSC does not specialize in agricultural and 
agro-industr-:: credits, which many people think carry an inherently higher 
risk, requiring more careful analysis. 

o Require improved project propoaals from prospective clients. Too much 
time is being spend producing feasibility analyses, assisting with design 
issues, and obtaining basic information which should have been provided 
by the client. Make certain that outside consulting f i m  and business 
advisory services clearly understand what JADF requires for proper 
analysis. The use of the Technical Assistance Grant Funds for training 
seminars in this field could be very cost effective over the long run. 

o Under no circumstances borrow money to increase earning assets, until 
such time as the marginal cost of such funds is less than the income 
statement indicator for "surplus before providing grants" ( i . e . ,  the net 
margin between revenues and all costs, must be enough to cover interest 



expense). In t lm futura n r  i ahown in T u l ~ l e  I.[[, the usa of 
bortwwing shou1.d only lncreuae the Loas, un.Lom they were put into meets  
with much high net murgins. 

o Increase the use of Technical Assistance Ornnt Funds for nctivitiea 
oriented t u  Finding ways to opsrate more efficiantly. 

o Review tha concept of providing time depasite under itn proposed loan 
guntwtee program. I f  JADF has to effectively perform the same level of 
anuiysisr for loarm it will guarantee as it does far ite own grojecta, and 
receives rotee on the time deposit below its normal loan rates, they will 
actually reduce their revenue withost reducing coats. 

2. JADF's level of interest past due and principal paat due, the risk nature 
and geographical diapersement of its portfolio, plus the number of loan 
and equity projects it now has, indicate that there is a danger that 
pro,jects no longer can be adequately monitored nor assistance provided, 
by the single staff person in this function. 

Recommendation - 
JAnF should immediately increme the project implementation and 
monitoring staff by one or more professionals, To the extent that the 
technical services staff is under-utilized at the present time, there 
would be benefits in using one of the junior people from that group on R 

temporary basis. In 811 cases of project problems, JADF should always 
seek to help resolve the customer's true underlying difficulty as opposed 
to only insisting on repayments. 

The volume of new projects has dropped significantly, giving rise to the 
possibility that future portfolio growth may be too limited. Although 
the percentage of incoming proposals ultimately financed may have 
increased, the fact that the numbers of new proposals and the number of 
those oriented towards export markets have dropped, indicate that 
additional efforts may have to be made in promoting agricultural projects 
and promoting JADF as the appropriate institution to finance them. 
Additionally, the proper future role of JADF is not well understood in 
the financial and agricultural communities, nor has JADF itself addressed 
the issue of what kind of institution it should be in terms of the mix of 
type of investment, types and sizes if clients, and other types of 
business in which it might wish to be involved. 

Recommendation 

JADF should undertake the effort to define for itself what its business 
should be, determine what targets it should set for different types of 
loans, investments and grants, and analyze how it can best go about 
obtaining new customers in a cost efficient manner. Again, it would be 
proper to use Technical Assistance Grant Funds ta help accomplish this, 
and to pay for highly focused promotional efforts, perhaps directed at 
those groups within Jamaica which regularly interact with the 
agricultural community. This would include JNIP, AGRO 21, Jamaica 



Manufacturers' Aosociut ion, Jflmaica  exporter^' Aasocicrtion and others. 
JADF mu8 t , howavar , rornuin a profoarsl iorrul r y  fun f inanci n l  h a t .  L tution, 
und not fall prey to tha prsuwuraa of those who Palaaly believe that 
prov~sion o f  low coat, high risk lams/equity ia a proper developmsnt 
mode. Payment of market ratns end timely r~payment of loans be clients 
must be a corverstone of JADF's efforts. 

The data available to management at JADF is slowly improving, but doau 
not represent what could be called a coordinated and complete management 
inl'ormat ion sya tem which regularly providea management wl th key, upda tad 
data, highlighting are- requiring additional management focus. For 
instance, projections of sources and w e e  of cash baeed on estimated 
commodity sales, interest end loan repayments, disbursements, and other 
needs would help in making decisions about how much butter and cheese 
will be required jx. the future, which might avoid a cash shortage. 

A management information system reporting on the status of existing 
projects, information on new proposals, projections of earnings, balance 
sheets, cash flows, portfolio impacts, and other information coneidered 
necessary by management should be developed. This would help to limit 
.the preparation of such reports on either a haphezard basis or with 
conflicting data as now occurs in the quarterly project summaries and 
financial status reports. 

The Managing Director is a member of Trafelgar Development Bank's Loan 
Committee, and is almost always involved when agriculture projects are 
considered. He will also have some responsibility for overseeing the 
A3ricultusal Research Project which will be housed within JADF, While 
these in fact may both be highly beneficial linkages for .JADF, they must 
be weighed against the current need for active management input and 
direction to solving JADF's own imediate problems. 

Review carefully all existing and future involvements of JADF management 
outside of JADF, limiting them where possible to those that have direct 
benefits to JADF's goah. 

The Technical Assistance Grant has not been used very extensively to 
date, nor has much activity taken place on a number of uses far which it 
was originally planned. 

Recommendation 

JADF should make a plan for the m e  of these grant funds, showing how 
they will be used before the end of the grant period in August, 1388, and 
showing how each of the targets described in the original agreement will 
be addressed. 



7, Decioionn withi t1  JADF For  project cpprovnLs, ml chengees in yrn.jet:ta and 
oxpm.iituron roquirod f3o~1t-d npprovul for mounts over .T$250,000 in 
projecta, and 5$1,000 in expenma outside of budgeted amounta. Both 
theae soem to be exceeoivsly law. The ability of the  tuff and 
management to make better decisione baaed on their own ana'lyais would be 
enhanced by granting significantly increwad limits to tham, with the 
Board performing pout facto reviews. 

Recomendetion 

JADF management should draw up a revised approval limits plan, and 
present the case for the revieions to the Board of Directors. 
Additionally, in instances where project presentations are made to the 
Board, the person responsible for the analysis of the project should 
present the project orally, and be available to answer question6 which 
the Board may have. It will improve the quality of analysis being 
performed if those not on the Board are able to see what key factors the 
Board considers in these instances. 

8. One of the moat difficult issuea in operating a development fdnance 
institution, is the inherent dichotomy between wanting to preserve 
capital (or earn an acceptable return on capital), and the normally 
higher risk, more expensive job of meeting truly developmental needs. 
The former goal tends to push an organization towards larger, lower risk, 
less costly investments where the net margin is higher (bank C/D's for 
example) and where the  developmental impact appears to be and frequently 
is, not as great. The latter goal often requires a much greater 
promotion effort, much greater monitoring and controls, and more 
expensive technical assistance. In addition, the full rewards for the 
effort are often recognizable only over the long run in terms of its 
effect on the entire economic fabric of a country or sector. The 
measure~nent of the catalytic effect of the availability of special funds 
and of the effects of requiring a project finance orientation, is really 
impossible to achieve within ten years, much less three. 

USAID, as an organization which funds development finance institutions, 
is caught in the same dichotomy. There is a desire for immediate 
measurement of success, and immediate rewards, as well as for assurance 
that the institutions which USAID has assisted will be "viable and self- 
sustaining" once USAID no longer is actively providing new funds, while 
not losing their developmental focus. 

Recommendation 

USAID should review its own goals, and ponder whether it is better to 
have private development institutions which in the long run may become 
self-sustaining only by abrogating some or all of their developmental 
role, or whether it is more important that the clients of those private 
development institutions become viable and self-sustaining, even if it 
institutions become viable and self-sustaining, even if it means that 
USAID and other donors mu& provide active support for longer periods of 
tima. It also has been suggested by USAID management that positive 



inf luonce on a morn rapid evolution of exia t ing conaarvut iva financial 
structure within a country msy ha a morc dcairahle project output than in 
simple davalopment institution viability. 

9. JADF's dspandsnc:e on the sale of surplus dairy conunoditiea from the U.S. 
to finance its portfolio is a crucial anpect of this project. Rumors of 
a reduction in or disappearance of appropriate levels of surplua U.S. 
dairy product* have recently circulated. Partial or total disruption of 
colmnodity flowa seriowly inhibits JADF's a b i l i t y  to continue to w e  
private sector outleta for funding of its activities, 

Recommendat ion 

USAID should take great care to protect JADF from both disruption in 
regular shipments of such commodities or lack of sufficient offsetting 
co~nmodities in an emergency. Shortfalls in commodity sale funding should 
be otherwise compensated. 
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Purclrrao a t t l e .  t i r x y  
L 60 Oeani. Lecky 1.141.000 ? 800.000 796.000 P s t d l i ~ h  ~ t u r e ~ .  7 ycarrll 7 7 7 - T % a  CS- --I 

Purchsle c8c:le. 2 .-11 
L EB Lydford F a r u  Ltd. 18.644.000 * 1.000.000 1,OOO.OW 6 8 t e b l l ~ h  w t u r u .  6 y u r r / l  350 315 * 7 kea-araft o i  

Uorkans c m t t a l .  Io srrerrr 
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L 60 Dav~d Bau& 2.209.000 2.009.100 230.000 200.000 P u t u r e  m m c ~ t a t ~ o n .  5 yenrr / l  4 3 9 kc~m: :zr:y. 

Renovat~oo of f a n  house. 
L NU Serge l r l and  D a l r l u  Ltd 14,159.000 * 1.050.000 1.050.000 Rvcbaro L l w t a l l  &try 3 yearrJ0 30 3C 3 %!k b e x u  r z ~ l s e r  

p r o c a s l n r  m u l e n n t  w a r n e t -  
L NU Arzemarcra Ltd. 4.314.000 3.168.000 1.046.000/ 1.046.WOI Land L c a t t i e  p u r h e .  37 12 3cilm ~ - t e d L e  LLI a;ry 10 years/:! 

960. OOOc T10.000 Paaturer.  ?or t -r 
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B HB Cloudon Orchld 403.286 82.286 321.000 321.000 Shade h a ,  p l m t a .  l r r ~ g s  5 m s / I  - 9 2 50.00(! 9.m M e :  2cctrczxjn 

Uorkinn cso i t a l .  
B HB Ja f l ex  Limited 8.709.612 1.500.000 1 . 0 0 0 . 0 0 0 ~ 4 /  1.000.000 Qose bourn c c m t r u c t i w .  10 r e a n  50 50 2,OMI.Cc& 2.CCJ.000 P r o d u t i a a  s& Ssrior 14. 
R 60 Sbiel& L Shields. Inc. -- 500,000 295.609 295.609 I r r i s a t i w  o g u t m t .  5 years ZQ 0 0 9 Stcrlltd. 

truck. ldorkinr carrltal.  

E NB O r c h ~ d  Venture Ltd. 140.000 40.000 100.000 82.0'30 Shade house. p lants .  4 Y--s/~ I 1 58. iW0 O ~;at:a t o  be r c i n r s i .  . . 
Workinn cae i t a l .  Prsamt  tm1.r .  

K NB MECI Ltd. 1.450.000 830.550 620,0W/ 601,592/ l r r i g a t i a  cguirmcnt. 5 Y- 15 15 'Z5B.m 115.0420 - - m t  t i r l y .  
100.OQOc~s3/ 0 Truck. Uorkinn s a m t a l .  
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production. 
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---- 
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400.000~0s3/ 1 0 0 . m  m ~ l t a l .  

L NB Vermatile Packing 838.000 250,000 588.000 588.000 Machine purchase. 4 yentx/:12 30 2! - Str- d t  
W - m ~ a r  t ~ r l r .  

D N0 Jammica Standard Product.  1.373.544 873.544 500.000 500.000 hter i .1  p r c h m e  b 5 yeam/l /2  11 11 P.m J -mat t i r l y .  

3 0 . 0 0 0 ~  30.000 cap i t a l .  
8 6 0 Coffee Industr ies  Ltd. 269.100 0 269.100 69.100 Workins cap i t a l .  3 rearm 25 25 4 3 0 . m  2513.- %SO-t t l r i r .  
8 EB BUart8 Corporation 8.036.317 400.000 600.000/ 400.000/ B c f ~ ~ n c i ~  A uorkmg 5 y e a n  36 16 1.36I.443 211.8CO ' 

400.000cps3/ 0 cam t a l  . 
E HB Trafalpar Development Bank -- - 4 0 0 . ~ ~  400.000 Shares w r c h u e .  - - - - - Shrr5 i f :ag  m ~ x : s ~ z e u  

60 National Development -- - 1,000.000 500.000 On-lendma& 10 years - 62 - - m-t t= farrrt seal- 
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GRANT DATA SUMAK': 

--- - -.. 
Tulloch Estates-- - 2,848 zXR-- 
Jamaica Manufacturing 
Association 5,000 5,000 

Jamaica Bureau of S tandarde - 100,000 100,000 
C.A.T.C. (pesticide use) 60,000 60,000 Public campaign for peeti- 
- cide hazard awareness. - 
CCI Farm Magazine 80,000 80,000 Publication of agri- 

cultural periodical. 
Jam~nica Bureau of Standards 99,225 99,225 Purchase of equipment for 

nitrogen analysis. 
Projects for People 65,000 19,665 Land purchase for pastures. 
Farm Management System 112,300 107,120 Computerized farm manage- 

- ment system. 
Nitrogen Fixation 71,645 17,650 Research nitrogen fixation 

in rice fields. 
Cabbage Moth 82,000 20,000 Research & control of 

cabbage moth. 
Jamaica 4-H Clubs 130,000 75,000 Pay consultant's salary, 
Jamaica College of Agriculture 12,000 6,000 scholars hi^ to JCA students. 
Projects for People (3-M) 228,000 0 Milk and cheese production. 

(separate from above) - 
Intergrow Ltd, 800,000 0 Production of winter 

vegetables for export. 
Selected Orchids of Jamaica 10,000 0 Publication of orchid book. 
Lydford Farms Ltd. 35,000 35,000 Training in meat grading. 
National Development Foundation 300,000 100,000 Salary of agricultural 

field officers. 

I . .  
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JAMAICA AGRICULTURAL DEVELOPMENT FOUNDAI'ION PROJECT 
PRESENTATION 



JA!l.A,ICA AGRICULTURAL DEVELOPIGIJT EOUi~JDATZUN 

; - P R O J E C T  PRESENTAT30N 

This outline i s  d e s i g n e d  t o  g i v e  p o t e n t f a 1  i ~ ~ v e s t u r s  soma 

g u i d e l i n e s  a9 to  the form p r e s e n t a t i o n 9  of p r o j e c t  p r o p o s a l s  

t o  t h e  Ja rna~ca  A g r i c u l t u r a l  Development F o u n d a t i o n  should t a k e .  

T h e  Founda t ion  expec t s  a proposal to be based on sound technical 

- I 
p r i n c i p l e s  demons t r a t l n g  a c c e s s  t o  t h e  r e q u i r e d  s t a f f  i n g  f o r  

imp lemen ta t i on  and sound marketing a r r a n g e m e n t s .  The  Founda t ion  

would a l s o  expect to r e c e i v e  r e a l i s t i c  a s s e s s m e n t  of c o s t s  and 

r e t u r n s  t o  be a b l e  t o  assesss the p r o j e c t f  a b i l i t y  t o  meet i t s  
f i n a n c i a l  o b l . i g a t i o n s  . 

I I C ' 

I 

I t  is recommended t h a t . c l i e n t s  s h o u l d  d i s c u s s  t h e i r  p r o p o s a l  

with t l le Founda t ion  b e f o r e  i n c u r r i n g  e x p e n s e s  i n  p r o j e c t  

p r e p a r a t i o n .  The  Founda t ion  m a i n t a i n s  a l i s t  of c o n s u l t a n t s  

and i s  p r e p a r e d  t o  make recommendat ions  a c c o r d i n g  t o  t h e  p r o j e c t  

needs  . 
The p r e s e n t a t i o n  s h o u l d  a d d r e s s  t h e  f o l l o w i n g  a r e a s  i n  d e t a i l  

so as  t o  p e r m i t  ready a p p r a i s a l  of t h e  p r o j e c t  by - t h e  Founda t ion :  

1 . I n t r o d u c t i o n  

P r o j e c t  ove rv i ew  o r  e x e c u t i v e  summary i n c l u d i n g  

f i n a n c i a l  r e q u i r e m e n t s  

2 .  The Company 
I 

( a )  C o r p o r a t e  form and o w n e r s h i p  

(b) Sponso r s  - C r e d i b i l i t y  and Track  Record 
. . 

3 .  The P r o j e c t  

( a )  P r o j e c t  d e s c r i p t i o n  

(b) S t a t u s  of o p e r a t i o n  i n  J ama ica  

( c )  L o c a t i o n  '1 

( d )  Key o p e r a t i o n  pararnetsrs  



( a )  Design 

( f )  I n p u t s  ( f a a d s ,  p l a n t i n g  m a t e r i a l ,  L 

( g )  S a r v i c a o  

( h )  S e c u r i t y  

( i . 1  Production practices ( p l a n t  or:  stocking dm. 

r a t e ,  y i e l d s ,  etc.) 

( j )  Management and labour 

(k) Project timetable 

' (1) Government support 

.. . 
4 .' Market Ana lys i s . .  -- 

, ( a )  Demand fo r  product  (s) 

(b) Compe t i t i on  

d 
( c )  Distribution.and-Marketing Prices- 

( d )  Sales a r r a n g e m e n t s  and o p t i o n s  

'! 5 ,  C a p i t a l  Cost  and F i n a n c i a l  P l a n  
, . 

6. Profitability and F i n a n c i a l  P r o j e c t i o n s  . ' 

( a )  Cash Flow 

(b) Incornel S t a t e m e n t  

(c) Repayment Schedule 

( d )  Balance  Sheet 

( e )  F i n a n c i a l  R a t i o s  . . . 
- Debt /Equ i ty  r a t i o  

- I n t e r n a l  r a t e  of r e t u r n  ( 1 . R . R .  

- Net P r e s e n t  Va lue  (N.P.V.) 

- P r o f i t a b i l i t y  r a t i o  

( 1  S e n s i t i v i t y  A n a l y s i s  

. Economic and social impact Qf p r o j e c t  

. Secur i ty  o f fered  s a 


