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DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOU'MENr
 

WASHINGTON, D.C. 205.. 

AID Loan No. 625-11-006 
Cap. Asst. Paper No. AID/DLC/P-1Ot2 
Project No. 625-26-920-'15 

CAPITAL ASSISTANCE LOAN AUTI1ORIZATION 

Provided from: Development Loan Funds
 

Africa Regional: Entente States; African Enterprises
 

Pursuant to the authority vested in the Administrator of the Agtiicy for
 
International Development ("AoI.D.") by the Foreign Assistance Act of 
1961, as amended, and the delegations of authority issued thereunder, 
I hereby authorize the establishment of a loan pursuant to Part I, 
Chapter 2, Title I, the Development Loan Fund, to the Mutual Aid and 
Loan Guaranty Fund of the Council of the Entente States ("Borrower") of 
not to exceed Seven Million Five Hundred Thousand ($7,500,000) dollars. 
The purpose of the loan is to assist small African enterprises and 
African entrepreneurs in the five member states "of the Borrower,"o 
(Ivory Coart, Upper Volta, Niger, Togo, and Dahomey) to promote the 
creation or expansion of private industrial, agro-industrial, 
conmierical, and artisanal enterprises and tourism. To accomplish the 
forogoing, the loan funds will be loan2d to the Borrower, reloaned to 
the development banks of the member states, and then reloaned to 
qualified clients of the development banks, subject to the following 
terms 	and conditions:
 

1. Interest Rate and Terms of Repayment 

(a) The Borrower shall, ir United States dollars:
 

(i) 	 repay the loan to A.I.D. within forty 
(40) years, including a grace period 
of not to exceed ten (10) years.
 

(ii) 	 pay A.I.D. interest on the unpaid 
principal and any interest accrued 
thereon at the rate of two percent 
(27.) per annum during the grace period 
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and three percent (3%) per annum thereafter.
 
Interest may be capitalized for a period of
 
up to 	 three years, provided that the benefits 
of such capitalization are passed on directly
 
to the development banks.
 

(b) The development banks shall, in CFA francs (or such
 
other currency as is legal tender in the member 
states of the Borrower): 

(i) 	 pay to tl-e Borrower an amount equivalent to 
each developnment bank's share of the loan 
within thirty (30) years including a grace 
period of not to exceed five (5) years. 

(ii) 	 pay to the Borrower on the unpaid principal and 
any interest accrued thereon at the rate of 
three and one half percent (3-;/) per annum. 
Interest may be capitalized for a period of
 
up to 	three ycars so as to correspond to the
 
capitalization benefits afforded to the
 
Borrower. 

2. 	 Other Terms and Conditions 

(a) 	 The Borrower's repayment of the loan will be jointly 
and severally guaranteed by each of the five member 
states of the Borrower 

(b) 	 Goods and services financed under th'.s loan shall be 
procured from the member states of the Borrower (all 
such procurement be.ng deemed local currency costs) 
and from other coun'iries included in Code 941. of the 
AoI.D. Geographic Code Book. 

(c) 	Appendix 11to M.O. '1442.3 titled "Application of 
Source and Origin Rule,; to so-called Shelf Itfemos 
in "Borrower countries' will be applicable ercept 
as varied hereunder: 

(i) 	 concerning sulbloans of $40,000 or les,; in 
value, there will be no value limitation 
on shelf i tern procuremen! . 

(ii) 	 concornlng ench taubloan greater than $40,000 
in value but less than $240,000 in value, 
there will be. v vn]uo li.wittLon on sheilf 
item 	procurement of $3,000 per transaction, and 
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(ii) concerning each subloan $240,000 in value
 
or greater , there will be value limitation
 
on shelf item procurement of $3,000 per
 
transaction with a $50,000 total limit on
 
shelf item procurement.
 

(d) 	Such other terms and conditions as A.I.D. may deem
 
advisable.
 

i.stant.As Admi fot-katgifor Afrid 

Date/
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DEPARTMENT CF STATE-

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON. D.C. 20523 . 
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JUN 27 1975 

ACTION IEMOIIANDUM FOR TIE ADMINISTRATOR 

TI1RU: ES ,j I 

FROIH: AA/PPC: Philip B.irnbaum 

SUBJECT: Entente African Enterprises Loan Amendment
 

Problem: Because the mnount of the proposed loan amendment is $10 
million, your signature is required on the attached loan authorization 
Amendmeut at Attachment C. 

a policyDiscussion: The promotion of African enterprises has been 
objective of the Entente countries since January, 1968, when a meeting 

of 14 French-speaking African nations resolved in Niamey to embark on
 
a program to develop "a dynamic policy of Afrieanization of staffs of 
existing enterpviscs and the promotion of new African enterprises."

( Subsequent to this meeting, the governments of the Entente nations 
(Ivory Coast, Upper Volta, Niger, Togo and Dahomey) established 
industry promotion centers and guaranty funds to promote the estab
l.ishment of majority African-owned enterprises, and modified investment 
codes to provide advantages to national entrepreneurs. Development 
banks in the Entente countries have undertaken, the task of providing 
credit to these African entrepreneurs, largely with resources provided 

by an A.I.D. loan of $7.5 million authorized in 1972(Attachment A). 
highlyAn evaluation in February, 1975 found the A.I.D. loan to be 

successful. In less than two years, four of the six development hanks 
receiving re-loans under the AI.D. loan had fully comitted their
 
lines of credit and were therefore hampered in responding further to 
the demand for credit by African entrepreneurs. 

amendment would provide additionalThe proposed $10 million loan 
financing through the Entente Fund to the six development banks in 

the five Entonta countries. This financing wout enable these develop

ment banks to make available to African entrepreneurs access to credit 

nnd tachnical agnistance services esontiall to the establishmant, 
ubloan.smodernization and long-term viability of their enterprises. 


by the development bnnks to African ontropronours would be mado 

primrily for local costs of conntruction, working capital, and othot 
investment needs, A minimum of 15% of loan amendment funds or 

ii ..... ' = ... 
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S$1,500$000 would be used to Einance imports from the United States 
l and other Co do 941 _COUnriLesa ,.anup-to .107..of.-,oan- amendment -funds
would be oligible for imports from Code 935 (free world procurement)
for tile transport sectoz only. The m~odified shelf-item rules which 
were applied under the original African Enterprises loan will also 
be applied under the proposed Amendment: For subloans of $40,000 
or less, there will be no invoice value limitation on shelf-item 
procurement of Code 935 origin; for subloans greater than $40,000,
 
a $3,000 per transaction limit will be applied. (Project Paper
 
p. 34 at' Attachment B)
 

Two million dollars of loan amendment funds would be authorized under
 
Foreign Assistance Act (FAA) Section 103, and would finince agro
industrial and agro-commercial enterprises, and $8,000,000 of loan
 
anendment funds would be authorized under FAA Section 106. This

project meets the criteria of Section 103 of the FAA which authorizesassistance "for agriculture, rural development, and nutrition" and
 
Section 106 which authorizes assistance "to help solve economic and
 
social development problems in fields such as transportation, power,

industry, urban development, and export development."
 

The following criteria were used in appraising this project:
 

a) An Adequato Institutional Framework 

The technical capacity of the participating development banks 
to analyze loan applications and to assist African entrepreneurs will
 
be further strengthened through the proposed loan amendment, and will
 
be matched with increased financial capacity to respond to the credit
 
needs of African entrepreneurs. (Seo Project Paper, pp. 11-14.)
 

b) Rlinibil.ty Criteria for Subloans
 

Subloans will be made only to enterprises which are majority
African-owned and managed. Interest rates will be raised slightly
above coninercial rates to assure that African entrepreneurs shift to
 
commercial sources of credit as soon es 
they become "commrcially

bankable." Other criteria for subloans are discussed in Section III C. 
(pp. 30-35)
 

c) Economic floundoos 

Tho economic soundness of this project has been analyzad and 
found to be relatively favorable, with an expected rato of return of 
24%. This reflects the large number of economic opportunities forinvetmeant in :hose poorly inteograted economios, and thotiitedavailability or creditfor African entropronaurs from th arge ex. 

paraocoituorcial at ii system. (SaPooc aepp o64. 

http:Rlinibil.ty


d) Technical Soundness 

. .The-project-has-been-dcsigned with-c aroful-at te, ii :- ,: 

effective impl~ementati.on, an o assure tepermanentintuioai
fil!,i!!i .".be~aeen the Ent.entezation of assistance1Fundto Africantheentrepreneurs.banksCloseis coordinationand development designed to 
/ ' identify technical problems promptly, with respect to both entrepreneurs and banks. (See Project Paper, pp. 50-55.)
 

e) Financial Soundness
 

Sthis loan meets financial viability in three ways:
 
1) Ihe governments of the Entente region will guarantee jointly
 

and severally the repayment of the loan; 

2) The Entente Fund as 
the Borrower and Administering Agency
 
will review all subloans, and will approve all subloans in excess of
$40,000 in order to assure the economic, financial and technical
 
viability of the enterprise which receives the subloan. 
In add ,tion,
the Entente Fund will receive an interest rate spread of one percentduring the first ten years of Ohe loan. The coverincome will admini
strative and technical ausistance ecosts.
 

3) Tei participating development banks will establish revolving

funds from previous subloan repayments which will continue to be reloaned to African entrepreneurs. Those revolving funds are expected
to increase more rapidly than loan repayments to the Entente Fund, 
providing the development banks with a residual financial capacity

after the loan has bon repaid. (See Project Paper, pp. 35, 55-61.)
 

With regard to the issue raised under FAA Section 620(a)(3) by the
two reported calls of an Ivory Coast flag vessel at Cuban ports in
Sqtembor 1974 (Project Pnpor page 81), the attached Loan Authorization
Amendment requires that the amended Loan Agreement include provisions
which will effectively preclude roloans of Loan Amendment funds tobanks in any country to which assistnnce may be barred by the provisionsof Section 6 20(a)(3) until such time as the requirements of that Section 
are satisfied, or a waiver under Section 664 is obtained# 

The cost-shiring requirement of FAA Section 110(a) is inapplicable in
the present case, since the project is one which is organized orcarried on by or on behalf of or jointly by a group of nations,

through the Entento Fund, a multinational organization. 
The loan has boon rovimaied and cleared by al A.ZD. offices concerned,and has the concurrence of the intorananoy Duvolopmant Loan Staff 
Coiuttao. 

.44 
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Reccomendnton: It is recommended that you sign the attached loan 

authorization amendment 

Attachment': 
Loan Au thorization for Loan No. 625-1-006 
Loan Amt o.rixation Aendment 
Project IU:pcr 

*CLEARANC ES:, 
AA/AI,:SCAO . " __Date-
GC:CGI ad:on " ate i 

Drafted by: AFRI/DS : Ifoos/(C/AFR: TAun tinger/A'lR/CWR: FGilhci;t.:jaw 
' i. 
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WOAN A1I*1;vZA ION .,
N-'u.,NNT
All) 	Loan v',oodh.int X\o.: 625-T-01 I & 625-W-012 

Provided under: . wsstLiui Act Sections 103.and 100 
?,or Entwe:V Fund: African Enterprises
 

u'ouummant to the authority vestcd in the Administrator of the Agency
!or I c rnation:i Devolopm;uit (A.I.O.) by the Fore.ign Assistance 
Acr , 1.961, as -icndced, (i:lie Act) and the delegavioas of authority 
iuu ., thereunder', I heruby authorize the establishment of a Loan 
A,.wi,,;,at pur&Lum: .o S:c.ons 103 aruti 106 of the Act to increase 

Ac!,:'icn tcpriUcs *oan (No. 625-1.-006) to the Mutual Aid aind 
,. 	 -l Vua.i Council the StoncsGa. unty of Vh,, o. Entente (Borrower) 
,a i ,mint not to oxc v. Tcn MiU1'.Le nited Stater Dollars 

C:,L0,000,000). "he purpose of the Loan mendment is to assist nrc. 
Afr.:an enterprises and African oncropreneurs in the member sta:.r 

. lDorrower (Ivory Coi, Upper Volta, Niser, Togo, and Obhomy) 
.0,,,:ooe the crat:ion or expansion of private indus trial, ug-e 
,.uX;, aLrici,co~mni'ci~al., and articanal cnterprised nrtl tourimq. ,t 

occomlp).ish the foregoing, the Loan Amrendment funds will bh loanct. 
LO GO lorrower, rolocned to dovelopiont banks of the member nrntrv., 
awi:hwca sub-lcanned :o cualified clienis of the development baank., 
subjcCL to the following terms aned conditions: 

aot1. .nter Rate and Terms of Repayment 

(a) The Dorrower shall, in United States dollars:
 

(1) repay tlme moun:'- of the Loan Amendment to A.I.D. 
within forty (40) years, including a grace period 
of not to exceed ten (10) years. 

(ii) pay to A.I.D. interest on the outstanding disbursed 
balmice of Ohw Loan Amndlment and on any intauest 
accrued therdn at the rate of two pcrcent (2%) 
per annum during thIe j;ruco pariod and three percent 
(3%) 	par annux, tharoafe..r. 

(b) 	 The dev.1opmont otalhs shall, in CFA francs (o, such other 
currency as is lc.;a1 tonder in the r,,mbor utsLa' of the 
flovrowor): 

http:MiU1'.Le


2. 
.. ,. , a. a .quivalern to each 

1:: ,.s r. shre o ~theamount of the
loan i wici-. period of not to oxceed
forty (40) years, inciuding a grace period of not 
to exceed ten (i0) years. 

(ii) pay to the B'orrower interest on the unrepaid prin
cipal and on any interest accrued thereon at a rate
Or rat(Si nLot exceedin three and one-half percent 
(3 Z) per aumi.. 

2. Other Tems :uid Cont;,tions 

(a) Of thic to:al amomLt of Lhe Loan hnendment, 'Pwe Million
United State: Doi].i:s ($2,000,006) w' . be earmmrked
for 	 us ].a fj.nanc a; sublo0c;; only to enterprises pre
(&Ulinanfatiy uKbc in agricultural,Z rural development,
and/or nuitritiLo, related activities. 

( 1 0.yiiIe1itThe 	 L:,rov,,c1r' of the aLotLn t of the iLoan Amend i.;ent' will e jitly and scverally guaranteed' by each of 
the five., ucs;bc- s's': of the Borrower. 

Cla .(c) up;: nd heu;tijicaion set 	 forth in Section G of
Par't V ,,f Proje'c t Paper A ~i-M,C/P-1042/2, I hereby con
elude,with respect. Lo sublonris in the trans.port sector,
that exclusion or pr:ocuremcnt from countries included in
A.I.D. CGoo,,raphic Code 935 would seriously impede attain
mnt of U. S. fwraiin policy objectives and the objectives
of the foreiga as:;istaice program. Such Code 935 procure
ment (other thaa froa countries included Codein 941)
shall not, however, exceed ten percent (10Z) of the amount 
of the Loan Amciclcat 

(d) 	 Except as -11hiwidin paragraph 2(c) above, goods and
.,erviccs linza;1cok under t-he Loan mAendment shall. have
their ,;ource and origin in countries included in A.I.D.
Ceog):aphic Code 9/0. and time member state,; of the 11orrower.
Not 	 les than fiftecei percem- (15%) the ofof amount the
Loan Aicnhmcxnt ''al, howevc'r, be used to finance goods
and 	 services of Code 9 411 source and origin. 

(e) 	 Besed upon i[jc: jt,: i:iFica-ion set:, forth in Section C.6 of
Pact 11i of Proj ccl: Paper AID-DLC/P-iO!1 2/2, the invoice
val].re ].I;;.t a Lon on .;i .gletransaction ; inywlving s"hellf
item;,:; iiporutd f,:uia1 Code 935 countrics, as pceser ibud by
paragry)1h 111,3, Ch,?,co 11, AID Handbook 15, is modified as foIlo.,'; for purposes of the Amendmut:Loan 

(i) 	 For sobloan. of $/40,000 or less in value there will. be 
no invoice valI.uc lim:tatLon on shelf item procurement. 
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$46,000 in value, 	 there
(ii) Fuor su.1"" 

will , . .cc value lirxii"ation on shelf item 

procu>., s3,000 p r transaction. 

in SectiontheC. 5)CCial circumstanceS set forth
(f) Ba.:cdIOOU 	 2 

C of Part V el Project Paper 	AID-DLC/P-1042/ , the pro

the Foreign Assistance Act 
vis;ions of Section 636(i) 	 of 

for purposes of 
of 1961, as ,aJended, are hereby waived 


this Loan Amendent.
 

shall inalude a provision 	 or 
(g) 	 The amended Loamn Agreeent 

cffecLivuly preclude relmns under 
provisions w;hiclh will 

in any cointry
Loan Aendmelnt to 	development banksthe 

may be barred by 
to which the fuznishing of assistance 

of the ForeignSection 620(a)(3)the provisions of 
time as

Act: of 1961, as anmended, until such
Assistance 

of that Section or of Section 664 have 
the requirc.elts 
been satisfied.
 

(h) The Loan Anendment shall be subject to such other terms 

A.I.D. may deem advisable.
and conditions as 


SAdmini trator (A ing) 

I?.,.;,,, 

Date 

I
 
cilcos:CIo 1.I Dte.....AA/AFR:SAdams",AVik /C.n:Ler _ate 	 F 'Date-".). PPC/DPR:AUandly" hate ' /C 	 DateALiI/DS: y;, -. 	 Le-'-Dat - AA/VPP: Bi ' nbaum 

,P/.T m_. 
.GC; CGladson2jLL! .t'LDatez

" 'P~/D "'~iul ' DaMte 
1)1kA/PR:DI~o~f,/ Date. 

PROJECT CO2KITI:
 
Project Design: 11elen Sons, A;R/DS
 

Roy Stac3, REDSO/NA

Hor 'afl Glqbclt , IRE KSO/WA 

Gary Ntol:;on, REDSO/\1!A 

& Econo10i cFinancial c
l1ao (d T'rop.h:L' , REDSO/WAAnalysis : 

Grahmiu Thompson, AFV/DS
 

Thmoa; lluopengar.dhir, AF/ DV
 

Wayne .CKeel/JackBrown, SER/FM
 

Legal Counsel: 	 Jarwe. Pimippard, 1EI)SO/WA
 
Thoi:mas Munts inger, GC/AFR
 

6-4-75CC/AFR.. ' AIunts inger : jaw 


