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August 20, 1988 

Rodney Tsuji 
Office of Rural Development 
AID/GUATEMALA 
Guatemala City, Guatemala, C.A. 

Dear Rodney: 

Find attached an executive summary of the enclosed report. I think you will be
pleasantly surprised to find that the analysis is not as dire as it was when I left.
As I thought when I left, there might be a logic error in the analysis that might
change the results. I made the mistake of not totally accounting for the current AID 
grants. Sorry it's taken so long but I had to make sure the error was fixed. 

To make a long story short, Zhe shortfall under the current situation appears to be
only (notice "only" is a four-letter word) $2.5 million cumulatively after AID grants.
It appears the simplest solution is to allow AID funds to cover certificate payments;
as the other scenarios do not appear to be quite as promising. I have found that the
current agreement really reduces the amount of land that the Foundation can purchase
simply because the interest off the land and production credit isn't enough to meet 
the certificate payments. If they purchase too much land too rapidly, the certs really
become a problem. 

Even if another source of production credit was available, the only way it would workis if AID funds could be used for partial or complete certificate repayment. Under the 
present funding criteria, even another source of production credit would not allow the
Foundation to purchase much more land than they have now simply because they wouldn't 
accrue any interest income on production credit and the repayments on the land credit

would accrue fast enough to pay off the certificates.
 

The Foundation must be accountable for the reflows from the project. All of this
analysis assumes that the cashflows are reinvested in the project. They cannot simplyview reflows as a way to purchase more land - part has to be earmarked for certificate
rk.payment, production credit, etc. 

In particular, pay attention to the scenarios and graphs beginning on page 7 of thereport. Each scenario includes a cover sheet with key points, a yearly and cumulative
cashflow graph, and the last two pages from the summary worksheet. 

I have enclosed a diskette with the LOTUS 1-2-3 spreadsheet that we used. This
worksheet completely supplants the one I left with Sergio, it is extremely important
that he use this updated model rather than the one that I left with him. It would be 
better to simply erase the old worksheet. 

"An Equal Opportunity/AfirmativeAction Institution" c 



Tell Barry I am sending him the information and the book I promised you and him as soon 
as possible. I am leaving for Harvard around September 1 and will send the material 
before I leave. Presently my address at Harvard will be: Cronkhite Graduate Center,
Room # 247, 6 Ash Street, Cambridge MA 02138. Contact me there if you need to. 

Sincerely yours, 

Jesse E. Reyes 
Assistant Professor 



Executive Summary 

FINDINGS 
The foundation accelerated their purchase of land causing pressure on 
production credit needs and certificate repayment. 
By changing the crop mix from the original project cash flow analysis, the 
project cash flow timing was changed radically. 
The project is extremely sensitive to the timing of land purchases, and the 
resulting rates of crop integration. 

* By allowing the foundation to request AID funds on the basis of total costs 
rather than net costs after reflows, the foundation has no responsibility toreinvest reflows back into the project, thus digging themselves deeper and
deeper into trouble as the land purchased needs more producticn credit andcertificate payment. Furthermore this type of funding mechanism allows them tocontinue to purchase land even when in a precarious cash flow position. 

* The foundation has been changed into a land-bank, production-credit bank whichmakes it necessary that they understand that their role has changed and as a
result requires a new strategic attitude toward this project. 

RECOMMENDATIONS 
* AID must change how the foundation requests funds. Making requests on neta cost 

basis will force the Foundation to be responsible for making the project a self
sufficient entity. Without such responsibility, they can simply continue topurchase more land without planning for the consequences. The inflows MUST bereinvested in the project to meet current obligations and not simply used to
purchase more land. 
A careful evaluation of how the Penney foundation formulates it planning for 
this project must be made. The foundation is now a financial intermediary and 
must plan in the long-term rather than short-term. 
As far as solving the cash shortfall problem, probably the best route is to 
allow AID funds to repay guarantee certificates. The current situation isreally a two edged sword-on one hand the 9.5 million dollars available for thisproject allows some land to be bought but without some means of repaying the
certificates the foundation will never be able use all ofto the AID grantwithout putting themselves into a dangerous cash flow position. Other sources
of production credit should b.; examined but this is not as fruitful a idea asit would first appear. The foundation does profit from the interest 
production credit. 
Increasing interest rates is not a solution in and of itself, but 
combined with the above solution to further increase net cash flow. 
The foundation realize that the reflows from the project are already 
- i.e. to repay 
to simply purchase 
The foundation 
disastrous without 
timing to not have 

certificates, interest, etc. and are not windfalls 
mora land. 

payments on 

it could be 

spoken for 
with which 

must realize that to change the crop mix spontaneously is 
careful evaluation. The project is too sensitive to cash flow 

a carefully evaluated crop production schedule. 
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INTRODUCTION
 

This report summarizes the projected cash flow analysis of the AID Penney Foundation Land
Purchase 'project in Guatemala conducted by contractors from Texas Tech University during July18 - 23, 1988. The project was analyzed by Mr. Jesse Reyes and Dr. Jim Graves, both faculty
at Texas Tech University. Mr Reyes was closely involved in the cash flow analysis of the original
project proposal contractor team in 1987 and has been involved as a contractor in the Guatemala
Land Purchase Project since 1984. Dr. Graves has had previous experience in farm project cash
flow analysis in Guatemala through the Technical Support to Mission Contract between

.AID/Guatemala and Texas Tech University. This report will summarize findings as to the roots
of the problem, its consequences and suggest some possible alternative solutions and 
recommendations. 

THE PROBLEM 

In the time since the original project design some financial cash flow problems have surfaced. The 
project has a net shortfall in 1988 and for at least the short term will continue to have a shortfall. 

toThe *problem appears not be in the original project design but rather in its implementation.
There is a misunderstanding in the difference in project profitability and cash flow on the part
of the project participants. The Foundation is faced with a cash problem even thought the projectappears to have a positive net benefit over the long run. The basic complication lies in how the
purchase of land affects both land and production credit needs of the beneficiaries of the project

as toas well the ability of the Foundation provide requisite technical assistance, production and
land credit, and still remain solvent. 

CAUSES OF THE PROBLEM 

The problem can be attributed to some major deviations from the original project cash flow plan
and to several other factors that were not addressed in the original design. 

PROJECT DESIGN DEVIATIONS 

Accelerated purchase of land
 
The chief cause of the cash flow shortfall can be attributed to the accelerated purchase of land.

The Foundation was probably correct in assuming that land should be purchased at low prices
(which they did) but the project cash flow is very sensitive to the timing of land purchases. As 
more land is purchased then more land has to be put into production requiring more production
and land credit than was programmed in the original design. Already the Foundation accelerated
their purchases to the point they would have been in 1991 under the original plan. 

One could ask (as the Foundation management has): "well doesn't that mean that all we have to
do is defer additional land purchases until 1991 and then resume with the original plan." The 
answer is "no, it's not that simple" because deviating from the original project cash flow creates a series of domino effects on the debt service capacity of the Foundation to meet certificate 
payments, production credit needs, as well as primary land credit needs. The project is extremely
sensitive to the TIMING, not the amounts, of the cash flows and a small deviation sets up a
tremendous dynamic cumulative effect on cash flow deficits primarily due to inability to meet
certificate payments since AID does not fund the Foundation's certificate obligations. 



,Crop Mix 
A second serious source of cash flow deficit has been the crop mix selected on the land purchased. 
Under the original project design, only about 30% of the land purchased was to be put into 
permanent crops. This is extremely critical since permanent crops would require deferred payment 
of both production and land credit for at least three years while the crop is established. Overall 
the land that has been purchased since 1985 has about 78 percent in coffee; and of the new land 
purchased in 1988, 98 percent has been programmed to put into coffee production. To make 
matters worse some land was purchased at a premium because it had an established coffee 
plantation however it was found that the farm will have to be replanted. 

Infrastructure costs 
Another deviation from the project design is that original project design didn;, include 
infrastructure costs. Now the Foundation wishes to build houses, schools and processing plants with 
project funds. 

OTHER FACTORS 

Costs 
One additional source of the problem discovered was in the manner the Foundation requests grant 
aid from AID. When the Foundation needs a grant from AID under the present agreement for the 
land purchase project, it presents AID with the budget of projected costs. AID then authorizes the 
disbursement on the basis of these costs. The preferred method would be for the Foundation to 
request only the net shortfall of the project i.e. Project inflows minus projected outflows. If for 
example a project costs S3 million, then the Foundation currently requests S3 million. If however 
the project has estimated inflows of I million then AID should only grant the shortfall of 2 million 
rather than the entire 3 million estimated cost. 

The effect that the current funding mechanism has is that even though the Foundation is in a 
negative cash flow position, AID can continue to fund further land purchases accelerating the cash 
flow problem. Only by making the Foundation responsible for budgeting outflows AND inflows 
can the Foundation be made to realize that the reflows of the project must be reinvested into the 
project and are not simply a windfall. 

The current mechanism for budgeting funding requests is typical of a non-profit organization that 
focuses on the cost side of an income statement, but as will be discussed later, the Foundation has 
been transformed into financial intermediary and must now be responsible for projecting BOTH 
infLws and outflows from its project. This is the only way that the Foundation can transform the 
project into a self-sustaining entity. While realizing that part of the costs are capital investments 
for the project that AID wishes to finance, it must be understood that unless grant requests are 
analyzed on a net cost basis, it will be impossible to reach self-sufficiency -- the Foundation will 
continue to request funds on the basis of costs and has no responsibility for the reinvestment of 
reflows from the project. 

Strategic Attitude 
The Foundation has been a non-profit organization that has been very closely tied to small farmer 
agricultural production in Guatemala since its inception. This project has basically changed the 
mission of the Foundation, especially now that this land purchase project is the most important
project they have. 

The Foundation has been transformed from a non-profit quasi-philanthropic organization that 
relied heavily on grants and donations for operations into a finazncial intermediary. In effect the 
Foundation has been turned into a land bank and production credit bank. This necessitates several 
changes in how it views its role, mission and the product it provides. 
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As an example of how the Foundation currently views its traditional role, let's examine how the
Foundation chose a higher permanent crop ratio than was originally intended. The Foundationchose permanent crops because crops like coffee are more profitable for the beneficiary. The
question of profitability is really not the issue from the standpoint of the project viability. Almost 
any crop that is being considered is profitable enough to service the production credit and land
credit needs, the better question from the Foundation's point of view -- is the timing of theinflows adequate to keep the project solvent? Again the Foundation must begin to understand that
the Foundation is NOT in the business of producing crops but is simply a facilitator in that 
process, so a much more important concern is crop cash flow not crop profitability. 

As a result the Foundation must change its attitude toward this project. It must see itself as afinancial intermediary. Because of the background of the Foundation and its original plan and
design, they plan on a year by year basis, however this project has a projected horizon of at leastten years and trying to budget and plan on only yearly basis could mean that there rould a greaterprice to pay down the road for what may seem to be a 	small change in the project ,tructure

-currently. 

The biggest qucstion that a simple cash flow analysis cannot answer is: can the Foundation make
this type of strategic change and remain intact in terms of its own structure, and mission? 

Economic factors
 
One contributing factor to the cash flow bind is that The Foundation is lending money at 12%
with inflation at better than 15% thus decapitalizing their funds.
 

CONSEQUENCES 

The major consequence of the current situation brought about by the current cash flow situation
is that even if the Foundation does not purchase any more land they will not be able to meetcertificate payments in the short-term without finding additional sources of revenue. Even if they
were to manage to acquire cash flow to meet these certificate payments it does not mean they can 
simply purchase more land. 

CASH FLOW ANALYSIS 

The project cash analysis tried to incorporate several complicating factors that could change theresults of this project. It is specifically these factors that make the project so sensitive to the 
timing of land purchases. These factors include: 

* The rate at which land is purchased which affects certificate amortization 

, The rate at which land purchased is put into production affecting production credit needs 

* 	The crop mix on land purchased, chiefly concerned with the ratio of seasonal to 
permanent crops. This also affects production credit needs. 

* 	The amount of production credit that is needed as the beneficiaries become more self
su!'ficient. 

These factors were incorporated in the analysis under different scenarios. For each scenario
analyzed in the accompanying section on alternatives have included three items are included: (1).
A 	 summary spreadsheet of the key financial and cash flow needs. (2) yearly net cash flows and
3) cumulative yearly cash flows for the project. The yearly and cumulative cash flows found on
the last lines of the second page of the summary sheet and on the graphs are the key items in thisanalysis. The full spreadsheet model used is included in the appendix and the accompanying
software. 
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Some definitions are in order to unders.and how the model was developed. Following the 
definitions is a line-by-line description of the summary worksheet to explain some of the key 
items to be monitored. 

DEFINITIONS 

"Current funding criteria or Ievel" - This describes the current way AID funds the Foundations 
requests - AID only funds specific costs not including infrastructure, certificate principal & 
interest some equipment such as jeeps 

"AID funds all costs" - An alternative in which AID would amend agreement to pay not only
specific costs but also include the aforementioned excluded items 

SPREADSHEET SUMMARY DESCRIPTION 

Price/Hectare Derived and projected from actual costs paid from 
1985-1988 

Hectares bought per year - Derived from actual costs incurred - projected 
back-solving i.e. finding out how much land can 
purchased and still remain profitable 

by 
be 

Cumulative hectares purchased - Self-explanatory 

Cash inflows - Inflows from the project to the Foundation 

Production credit interest - Interest on all production credit loaned 

Production credit principal - Self-explanatory 

Land sales down payment - The down payment paid by the beneficiaries prior to 
sale 

Land sales principal & interest - Self-explanatory 

Cash expenses = Cash expenses are broken down into AID funded 
specific costs as detailed in the definitions -- and 
Counterpart funded - those costs paid by the 
Foundation through reflows and other sources. NOTE: 
after 1992 ALL expenses will be counterpart funded 
as AID project involvement will end 

AID funded
 

Cash purchase of land - Half of the land purchase price is paid in cash and 
half is paid in a guarantee certificate that is repaid 
over a three to five year time period currently a 12 
percent interest. 

Production credit loans - Outflows for production credit on both short-term and 
permanent crops 
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Administrative costs - Direct administrative costs of the Foundation to the 

project, 

Equipment (motorcycles) - Self-explanatory 

Technical assistance - Salaries for technicians and agronomists helping with 
the farms purchased - presently includes one 
technician per farm and I agronomist per
approximately three farms 

Counterpart funded - Those costs not covered by the AID agreement - after 
1993 would include all costs 

Certificate principal and interest See explanation of certificates above 

Equipment(jeeps) - One per agronomist 

Infrastructure - Schools, processing plants, and buildings - see full 
worksheet in appendix a for detail 

Cash flows Cash inflows - Total cash inflow from project 

Cash outflow - Total cash flow, broken into AID-funded and 
counterpart- funded 

Net cash flows - Total net cash flow from project (total cash inflow 
total cash expenses) 

Above AID funded expenses Total cash inflow - AID specific expenses 

Above Counterpart funded expenses Total cash flow - Counterpart funded expenses 

Net'Foundation cash position 

Cash position (Beginning of Year) Cash available at the beginning of the year 

Net cash flow Net income from the project over the year 

AID grant Assuming AID funds net cash expenses then this would 
be calculated as follows: if the net cash flow is 
negative the AID grant would match the loss,
 
otherwise the AID grant would be zero for the year)
 

Cash position after grant = Net cash position beginning of year + net cash flow
 
+ grant 

Counterpart funded expense = Total counterpart funded expenses on page 1 

Cash pos after c p expenses = Cash position after grant -counterpart funded expense 
Yearly shortfall = Total Inflow - Total Expenses 

Cash position after c/p expenses - Cash position after counterpart expenses +other grant 
sources 
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AID funds Available -	 T.the balance of AID funds available after expenses 

Available at beginning year 	 -self explanatory 

New AID funds = 	 New funds When available 

Total AID funds available = 	 Beginning of year balance + New AID funds 

Aid funds used = 	 AID funds disbursed during year 

Available funds at end of year = 	 Total funds available - Aid funds used 

Cumulative AID grant used = 	 Accumulated AID funds disbursed 

Yearly Net cash flow after all expenses 

Before AID grant = 	 total inflow - total expense 

After AID grant = 	 total inflow - total expense + AID grant disbursed 

Cum net cash flow a/all expenses 	 Above net cash flow before and after AID grant 
accumulated year by year 

ASSUMPTIONS: 

Key assumptions to the analysis were: 

* 	 50% of direct crop costs were inflatable. 
* 	 Inflation was approximately 15% 
* 	 The project was analyzed using 19S8 2.70 exchange rate. 

Permanent crops can repay production credit beginning in the fourth year of production. 
* Seasonal crops pay off their production 	credit yearly. 
* 	 Land credit was amortized over a ten year period 
* 	 Land purchased was integrated into production over a three year period 

* 	 Eventually beneficiaries will not need the Foundation for production credit needs as they 
will be able self-sufficient and be able to find other sources of production credit. As they 
became more self-reliant they would depend less and less on the Foundation as a chief 
production credit source 

Other assumptions are identified on the graphs and tables and the Appendix includes the full 
project worksheet used in deriving the cash flow analysis including the phasing in of projected 
land purchase and the complication involved in amortizing loans that occur in different points of 
time. 

The following pages summarize the cash flow analysis for the current situation as well as for the 
following alternatives: 

1. 	 AID funding all costs rather than just the specific costs outlined. 
2. 	 Increasing production credit interest rates to 16% 
3. Funding all costs and increasing interest 	rates. 
4. 	 Delay further land purchase, until later. 
5. 	 Finding some other prodiciion credit source and just use the Foundation for land credit 

needs. 
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CURRENT SITUATION 

(Table I - Figures 1 & 2) 

The Foundation will have a yearly shortfall of at least I million dollars by 1990.
Cumulatively the shortfall after AID grants could be as much as 2.5 million dollars before
the project would begin to recoup the losses. This is due primarily to the deferred 
repayment on the permanent crop's land and production credit. 

* At the current funding level and under the current funding criteria the foundation couldpurchase no more land, but would still have negative cumulative cash flow position until 
1993. 
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PENNEY FOUNDATION LAND PURCHASE PROJECT
 
CURRENT FUNDING LEVEL
 

0 HECTARES PURCHASED 1989 - 1996
 
(12% PRODUCTION INTEREST)
 

Yearly Net Cash Flows After AID Grents
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Figure 1: Yearly Cash Flows 

Cum. Net Cash Flows After AID Grants
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Figure 2: Cumulative Net Cash Flows 

ASSUMPTIONS: Pct of Variable costs Inflatable: 50%
Inflation rate: 15% Percent of Production costs financed 
Exchange Rate (1988): 2.70 Year 1: 100% Year 6 on: 0%
Production Credit Interest: 12% Year 2: 75%
 
Land Credit IMerest: 12% Year 3: 60%
 
Certificate Interest: 9% Year 4: 50%
 
Years to Crop Integration: 3 Year 5: 40%
 



TABLE 1: PENNEY FOUNDATION LAND PURCHASE PROJECT -- PROJECTED CASH FLOW -- Current Funding Levet -- Assume no more Lend purchased 

1985 19 97 18 1989 1990 1991 1992 1993 19941959f 
....... -==.ft .... = -t.... . . = .a . a tm.==t...
t .. 


PRICE/HECTARE 
 377 1,028 662 
 706 900
HECTARES BOUGHT PER YEAR 900 900
1,209 1,548 900 900 900
1,827 1,573 0 0 900 900
CLMLATIVE HECTARES BOUGHT 0 0
1,209 2,757 4,584 6,157 6,157 
0 0 0 0
6,157 6,157 
 6,157 6,157 6,157 6,157 6,157
 

CASH INFLOWS
 
PRODUCTION CREDIT INTEREST 
 0 2,339 10,529 10,159
PROUCTION CREDIT PRINCIPAL 53,456 128,019 227,020 282,023
13,938 17,861 31,904 235,156 135,241 22,265
84,656 445,468 1,066,825 1,891,837 0
LAND SALES DOW'N PAYHENT 9,116 31.827 120,947 111,054 

2,350,196 1,959,633 1,127,O09 185,541
0
LAND SALES PRINCIPAL 0 0 0 0 0
7,966 45,560 71.,66 142.660 293,371 410,726 
0 0
LAND SALES INTEREST 510,482 518,482
0 54,695 518,482 518,482
......... ... . 688. ."244,7001". 384,370 518,48.'
. " ... ..5. 519,843 537,728
2,.10... .66 . 529,780 505,520 443,302 381,085
.,. " 1,1. 
 ... .. . 318,867 256.AA4;
TOTAL CASH INFLOWS 23,054 

.............................................................
114,688 453,641 
 662,104 1,161,428 2,025,943 3,059,364 * 
3,656,221 3.156,573 
 2,161,816 1,045,155 
 775,131
 
CASH EXPENSES
AID-FUNDED
 

CASH PURCHASE OF LAND 227,897 795,672 604,737 
 555,269
PROOUCTION CREDIT LOANS 0 0 0 0
95,593 411,223 818,480 1,333,389 1,670,034 
 1,709,687 1,422,409
ADMINISTRATIVE COSTS 1,009,455
13,239 
 19,859 67,816 107,019 120,772 138,887 159,721
EQUIP. (MOTORCYCLES) 183,679

4,500 0 0 0
TECHNICAL ASSISTANCE 0
24,585 36,879 162,960 183,840 
 211,416 243,128 
 279,598 321,537


TOTAL AID-FUNDED EXPENSES 
 361,314 1,263,633 1,653,994 2,184,017 
 2,002,221 2,091,703 
 1,861,727 1,514,671 
 0 0 0 
 0
 
COUNTERPART FUNDED EXPENSES
 

CERTIFICATE PRINCIPAL PMT 
 0 45,579 204,714 325,661 436,715
CERTIFICATE INTEREST PMT 0 20,511 88,019 
436,715 391,136 232,001 111,054 0 0 rV
124,021 144,686 
 105,381 66,077
EQUIP. (JEEPS) 30,875 9,995 0 0
8,000 0 0 
 0 0
INFRASTIUCTURE 0 0
0 0 
 0 57,074 261,561 469,781 86,803 99,823 

0
 

SPECIAL CERT. AID GRANT 0 0 0
(200,000)
CASH PURCHASE OF LAND 


PRODUCTION CREDIT LOANS 
 000c
 
ADMINISTRATIVE COSTS 
 0 0 0 
 0
548,372 185,5,120

EQUIP. (MOTORCYCLES)
TECHNICAL ASSISTANCE 


TECHNICAL.AS.........369,768 211,2300 242,9150 279,3520
COUNTERPART 321,255(ITOTAL OUTFLO.. 

...... 
.........................................................................................................
T0TAL CONTERPART OTFLOW 425.,233 489,018
0 (133,910) 292,733 562,371
514,756 842,962 1,011,878 544,015 
 362.699 1,250,419 853,689 768,370 
 883,62t
 

CASH INFLOWS 
 23,054 114,688 453,641 662,104 
 1,161,428 2,025,943
CASH EXPENSES 361,314 3,059,364 3,656,221 3,156,573 2,161,816
1,129,723 1,946,726 1,045,155 775,131
2,698,773 2,845,183
AID-FUNDED 3,103,581 2,405,742 1,877,370 1,250,419
361,314 1,263,633 1,653,994 2,184,017 2,002,221 2,091,703 
853,689 768,370 883,62.
COUNTERPART-FUNDED 1,861,727 1,514,671
0 (133,910) 292,733 514,756 842,962 0 0 0 c
1,011,878 544,015 
 362,699 1,250,419 853,689 768,370 
 883,62.
 

ABOVE AID-FUNDED EXPENSES 
 (338,260) (1,148,945)(1,200,353)(1,521,912) 
 (840,794) 
 (65,760) 1,197,637
ABOVE ALL EXPENSES (338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,077,638) 
2,141,550 0 0 0 0
653,622 1,778,851 1,906,154 
 1,308,127 276,784 
 (108,495
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TABLE 1: PENNEY FOUNDATION LAND PURCHASE PROJECT --
PROJECTED CASH FLOW --
Current Funding Lever --
Assume no more tend purchased
 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 

NET FOUNDATION CASH POSITIONSCASF POSITION (BEG. OF YEAR) 0 0 133,910 (158,823) (673,579) (1,516,541) (2,528,419)NET CASH FLOW- AID FUNDED (338,260) (1,148,945)(1,200,353)(1,521,912) (840,794) (65,760) 1,197,637AID GRANT 338,260 1,148,945 1,200,353 1,521,912 840,794 65,760 0CASH POSITION AFTER GRANT 0 0 133,910 (158,823) (673,579) (1,516,541) (1,330,702) 

COUNTER-PART FUNDED EXPENSE 0 (133,910) 292,733 514,756 842,962 1,011,878 544,015CASH POS. AFTER C/P EXPENSE 0 133,910 (158,823) (673,579) (1,516,541) (2,528,419) (1,874,797) 

OTHER GRANT SOURCES 

YRLY SHORTFALL A/ALL SOURCES 0 133,910 (292,733) (514,756) (842,962) (1,011,878) 653,622 
CASH POSITION AFT ALL SOURCES 0 133,910 (158,823) (673,579) (1,516,541) (2,528,419) (1,874,797) 

AID FUNDS AVAILABLEAVAILABLE (BEGINNING OF YEAR; 0 8,726,740 7,577,796 6,377,443 4,855,530 4,014,737 3,948,977 
NEW AID FUNDS 9,065,000TOTAL AID FUNDS AVAILABLE 9,065,000 8,726,740 7,577,796 6,377,443 4,855,530 4,014,737 3,948,977 

AID FUNDS USED 338,260 1,148,945 1,200,353 1,521,912 840,794 65,760 0AVAILASLE (END OF YEAR) 8,726,740 7,577,796 6,377,443 4,855,530 4,014,737 3,948,977 3,948,977CUMULATIVE AID GRANTS USED 338,260 1,487,204 2,687,557 4,209,470 5,050,263 5,116,023 5,116,023 

YEAR NET CASH FLOW AFTER ALL EXPENSESBEFORE AID GRANT (338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,077,638) 653,622AFTER AID GRANT 0 133,910 (292,733) (514,756) (842,962) (1,011,878) 653,622 

CUMULATIVE NET CASH FLOU AFTER ALL OUTFLOWSBEFORE AID GRANT (338,260) (1,353,294)(2,846,380)(4,883,049) (6,566,804) (7,644,441) (6,990,820)AFTER AID GRANT 0 133,910 (158,823) (673,579) (1,516,541) (2,528,419) (1,874,797) 

0 

(1,874,797) 
2,141,550 

0 
266,753 

362,699 
(95,946) 

1,778,851 

(95,946) 

0 

0 

0 
0 

5,116,023 

1,778,851 
1,778,851 

(5,211,969) 
(95,946) 

(95,946) (1,346,365) (2,200,054) (2,968,424)
0 0 0 0 
0 0 0 0 

(95,946) (1,346,365) (2,200,054) (2,968,424) 

1,250,419 853,689 768,370 883,626
(1,346,365) (2,200,054) (2,968,424) (3,852,050) 

(1,250,419) (853,689) (768,370) (883,626) 

(1,346,365) (2,200,054) (2,968,424) (3,852,050) 

0 0 0 0 

0 0 0 0 

0 0 0 0 
0 0 0 0 

5,116,023 5,116,023 5,116,023 5,116,023 

1,906,154 1,308,127 276,784 (108,495)
1,906,154 1,308,127 276,784 (108,495) 

(3,305,815) (1,997,688) (1,720,903) (1,829,398)
1,810,208 3,118,335 3,395,119 3,286,624 

INPUT SECTION 

AID funds for all outflows (Y/N) 
or just Land & Production Credit 

Years to fully integrate Production 
Total Funds AvaiLable 
Exchange rate 
Inftation rate 
Production credit Interest rate (1988 - 19xx 
Lard credit interest rate (1988 : 19XX) 
certificate interest rate 

Percent of infLatable costs 
N VEGETABLES 
3 CORN 

9,065,000 SESAME 
2.70 WHEAT 
15.00% PINEAPPLE 
12.00% COFFEE 
12.00% COCOA 
9.00% MANGOS 

50.00% 
50.00% 
50.00% 
50.00% 
50.00% 
86.00% 
50.00% 
50.00% 



ALTERNATIVE 1 

AID FUNDS ALL COSTS 

(Table 2 - Figure 3 & 4) 

This alternative basically restructures how AID would finance the project. It would finance 
all costs rather than just the specific costs outlined. Primarily this would mean allowing 
AID funds to pay certificate repayment. 

* 	 Given the current funding level this scenario would allow them to buy 1,000 hectares per 
year starting in 1991 without negative yearly or cumulative cash flow over the project life. 

What must be monitored closely is that the foundation does not see the positive net cash 
flow as a windfall and then accelerate their purchases which would put them in a worse 
position. 

il
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PENNEY FOUNDATION LAND PURCHASE PROJECT
 
ASSUMING AID FUNDS ALL COSTS
 

1,000 HECTARES PURCHASED BEGINNING IN 1991
 
(12% PRODUCTION INTEREST)
 

YearIy Net Cash Flows After AID Grants 

-4 Figure~ias. 3:YaryCahFlw 

Y4m 

3P-

Figure 3: YearlY' Cash Flows 

Gume. Net Csh Flows Ater AID Gr nts 

1 s S 106~ ' 1530 -1853 is0 126i 19'92 16'22 1;& 23 191338 
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ExhneRt 1988) 12.737 Year*5191 100 13900 323 1 1 Year 
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Land Credit Interest: 12% Year 3: 60% 
Certificate Interest: 9% Year 4: 50% 
Years to Crop Integration: 3 Year 5: 40% 

ASUMTINSInfduation Inerstneet YostsPern 60% otfnne 

0 



-- 

I 
TABLE 2: PENNEY FOUNDATION LAND PURCHASE PROJECT 
-- PROJECTED CASH FLOW 
 AID funds ALL Costs -- 1,000 HA/year purchased beg!nning In 1991
 

1985 1986 1987 
 1988 1989 
 1990 1991 
 1992 1993 
 1996 
 99 1W9
 

PRICE/HECTARE 
 377 1,028 662 
 706 900
HECTAPES BOUGHT PER YEAR 900 900 900
1,209 1,548 1,827 1,573 a 900 900 900 900CUMULATIVE HECTARES BOUGHT 0 1,000
1,209 2,757 4,584 6,157 
1,000 1,000 1,000 1.000 1,000
6,157 6,157 7,157 
 8,157 9,15? 
 10,157 11,157 12,157
 

CASH INFLOWS
 
PRODUCTION CREDIT INTEREST 
 0 2,339 10,529 10,159 53,456
PRODUCTIO CREDIT PRINCIPAL 13,938 17,861 128,019 227,020 283,861 240,587 146,069
31,904 84,656 103,885 174,908
445,468 1,066,825 1,891,837 2,365,506
LAND SALES Do'.N PAYMENT 2,004,895
9,116 31,827 120,947 111,054 1,217,246 865,708 1,457,565
0
LAND SALES PRINCIPAL 0 18,000 18,000
0 7,966 18,000 18,000
LAND SALES INTEREST 0 

45,560 71,866 142,660 293,371 410,726 538,057 557,632 
18,000 18,000


54,695 244,700 577,207 596,782
°°. °°...... ".......... 384,370 519,843 596,762
"°.................. ........... 537,728 529,780 613,520
ooo .......... ° 656,953
.. . ........... o-..o° 698,038 746,914
.......... ..... - - - 685,441
TOTAL CASH INFLOWS .. ....... .. .. ......
23,054 114,688 453,641 
 662,104 1,161,428 2,025,943 3,077,364 
 3,818,944 3,478,068 2,656,559 
 2,331,288 2,932,696
 
CASH EXPENSES
AID-FUJDED
 

CASH PURCHASE OF LAND 
 227,897 795,672 604,737
PRODUCTION CREDIT LOANS 555,269 0 0 450,000 450,000
95,593 411,223 818,480 1,333,389 1,670,034 1,709,687
ADMINISTRATIVE COSTS 13,239 19,859 1,592,053 1,545,156
67,816 107,019 120,772 138,887
EQUIP. (MOTORCYCLES) 159,721 183,679

4,500 0 
 0
TECHNICAL ASSISTANCE 0 0
24,585 36,879 162,960 183,840 211,416 
 243,128 279,598
.... . ............. 321,537
................... 
......................................................................................................
 

TOTAL AID-FUNDED EXPENSES 
 361,314 1,263,633 1,653,994 2,184,017 
 2,002,221 2,091,703 2,481,371 
 2,500,372 
 0 0 
 0 0
COUNTERPART FUNDED EXPENSES
 
CERTIFICATE PRINCIPAL PMT 
 0 45,579 204,714 325,661 436,715
CERTIFICATE INTEREST PHT 436,715 391,136 322,001
0 20,511 88,019 124,021 144,686 

381,054 360,000 450,000 450,000
EQUIP. (JEEPS) 105,381 66,077 71,375 
 123,395 129,600
8,000 0 0 137,700 97,200
INFRASTRUCTURE 0 0
0 0 0 0 0 0
57,074 261,561 469,781 86,803 99,823 0
 
SPECIAL CERT. AID GRANT 0 0 0 0
(200,000)
 
CASH PURCHASE OF LAND
C P URCHAST FRE
O T L AND
PRODUCTION CREDIT LOANS 
 '50,000 '50,000 450.000 
 450,000
 

1,662,658 1,257,380 
 967,266 856,769
ADMIISTRVECOTS
EQUIP. (MOTORCYCLES) 
 211,230 242,915 279,352 321,255

0 0 0
TECHNICAL ASSISTANCE ......... "'.. 

0
 .... .'......'..''.'.. 
 .'.....---------------.. 
 ....................................
TOTAL COUNTERPART OUTFLOW 369,768.... ................................
0 425,233 489,018 .....
(133,910) 292,733 562,371
514,756 842,962 
 1,011,878 544,015 493,199 
 3,198,105 2,865,128 
 2,773,336 2,737,595
 

CASH INFLOWJS 
 23.054 114,688 453,641 662,104 
 1,161,428 2,025,943
CASH EXPENSES 3,077,364 3,818,944
361,314 1,129,723 1,946,726 3,478,068 2,656,559 2,331,288
AID-FUNDED 2,698,773 2,84,5,183 3,103,581 3,025,386 2,993,571 2,932,696

361,314 1,263,633 3,198,105 2,865,128
1,653,994 2,184,017 2,002,221 2,773,336 2,737,595
COUNTERPART-FUNDED 2,091,703 2,481,371 2,500,372
0 (133,910) 292,733 514,756 842,962 0 0 0 0
1,011,878 544,015
NET CASH FLOWS 493,199 3,198,105 2,t65,128 
 2,773,336 2,737,595
 

ABOVE AID-FUNDED EXPENSES 
 (338,260) (1,148,945)(1,200,353)(1,521,912)

ABOVE ALL EXPENSES (840,794) (65,760) 595,993
(338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,077,638) 

1,318,572 0 0 
 0 0
51,977 825,373 279,962 (208,569) (442,048) 
 195,100
 



TABLE 2: PENNEY FOUNDATION LAND PURCHASE PROJECT 
-- PROJECTED CASH FLCW 
-- AID funds All Costs --
1,000 HA/year purchased beginning In 1991
 

1985 1986 1987 1988 1989 1990 
 1991 19 
 9319 
 9519
 

NET FOUNDATION CASH POSITIONSCASH POSITION (BEG. OF YEAR) 
NET CPSH FLOW- ALL FLOWJS 
AID GRANT 

CASH POSITION AFTER GRANT 

COUNTER-PART FUNDED EXPENSE 
CASH POS. AFTER C/P EXPENSE 

0 0 0 0 0 0(338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,077,638)338,260 1,015,034 1,493,085 2,036,669 1,683,755 1,077,638
0 0 0 0 0 0 

0 0 0 0 0 0
0 0 0 0 0 0 

0 
51,977 

0 
51,977 

0 
51,977 

51,977 
825,373 

0 
877,350 

0 
877,350 

877,350 
279,962 

0 
1,157,313 

0 
1,157,313 

1,157,313 
(208,569) 

0 
948,744 

0 
948,744 

948,744 
(442,048) 

0 
506,696 

0 
506,696 

506,696 
195,100 

0 
701,796 

0 
701,796 

OTHER GRANT SOURCES 
YRLY SHORTFALL A/ALL SOURCES 
CASH POSITION AFT ALL SOURCES 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

51,977 
51,977 

825,373 
877,350 

279,962 
1,157,313 

(208,569) 
948,744 

(442,0458) 
506,696 

195.100 
701,796 

AID FUNDS AVAILABLE 
AVAILABLE (BEGINNING OF YEAR) 0NEW AID FUNIDS 

9,065,000
TOTAL AID FUNDS AVAILABLE 9,065,000 

AID FUNDS USED 338,260
AVAILABLE (END OF YEAR) 8,726,740 
CUMULATIVE AID GRANTS USED 338,260 

YEAR NET CASH FLOW AFTER ALL EXPENSES 

8,726,740 

8,726,740 

1,015,034 
7,711,706 
1,353,294 

7,711,706 

7,711,706 

1,493,085 
6,218,620 
2,846,380 

6,218,620 

6,218,620 

2,036,669 
4,181,951 
4,883,049 

4,181,951 

4,181,951 

1,683,755 
2,498,196 
6,566,804 

2,498,196 

2,498,196 

1,077,638 
1,420,559 
7,644,441 

1,420,559 

1,420,559 

0 
1,420,559 
7,644,441 

0 

0 

0 
0 

7,644,441 

0 

0 

0 
0 

7,644.441 

0 

0 

0 
0 

7,644,441 

0 

0 

0 
0 

7,644,441 

0 

0 

0 
0 

7,644,441 

BEFORE AID GRANT 
AFTER AID GRANT 

(33P,260) (1,015,034)(1,493,085)(2,036,669) (1,683.755) (1,077,638)
0 0 0 0 0 0 

51,977 
51,977 

825,373 
825,373 

279,962 
279,962 

(208,569) 
(208,569) 

(442,048) 
(442,048) 

195,100 
195,100 

CUMULATIVE NET CASH FLOW AFTER ALL OUTFLOWJSBEFORE AID GRANT (338,260) (1,353,294)(2,846,380)(4,883,049) (6,566,804) (7,644,441) (7,592,464)AFTER AID GRANT 0 0 0 0 0 0 51,977 
(6,767,091) 

877,350 
(6,487.129) (6,695,698) (7,137,746) (6,942,645)
1,157,313 948,744 506,696 701,796 

1 

INPUT SECTION 

AID funds for all outflows (Y/N) 
or just Land & Production Credit 

Years to fully Integrate Production 
Total Funds Available 
Exchange rate 
inflation rote 
Production credit Interest rate (1988 - 19xx 
Land credit interest rate (1988-- 19XX)
certificate interest rate 

Percent of inflatabLe costs 
Y VEGETABLES 50.00% 
3 CORN 50.00% 

9,065,000 SESAME 50.00% 
2.70 WHEAT 50.00% 
15.00% PINEAPPLE 50.00% 
12.00% COFFEE 86.00% 
12.00% COCOA 50.00% 
9.00% MANGOS 50.00% 



ALTERNATIVE 2
 

CURRENT FUNDINg2 CRITERIA AND LEVELS BUT INCREASE INTEREST RATES 

(Table 3 - figures 5 & 6) 

This would use the current funding criteria but would attempt to increase net cash flow 
by increasing interest rates. 
However, the project still sustains yearly negative cash flows and this puts them in no 
really better position in that they still would require about a 2.5 million dollars to 
overcome their cumulative yearly shortfall, 

* Increasing income primarily through an interest rate increase is not the entire answer. 
* The foundation still could not purchase any more land than they already have in 1985

88 and would still be trying to reduce the current deficit. 
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PENNEY FOUNDATION LAND PURCHASE PROJECT
 
CURRENT FUNDING LEVEL
 

0 HECTARES PURCHASED 1989 - 1996
 
(16% PRODUCTION INTEREST)
 

Yearly Net Cash Flows After AID Grants
 

Yor
 

Figure 5: Yearly Cash Flows
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Cure. Net Cash F lows After A ID Grants 
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Figure 6: Cumulative Net Cash Flows 

ASSUMPTIONS: Pct of Variable costs Inflatable: 50%Inflation rate: 15% Percent of Production costs financed
 

Exchange Rate (1988): 2.70 Year 1: 100% Year 6 on: 0%
 
Production Credit Interest: 16% Year 2: 75%
 
La3nd Credit Interest: 16% Year 3: 60%
 
Certificate Interest: 9% Year 4: 50%6
Years to Crop Integration: 3 Year 5: 40%
 



TABLE 3: PENNEY FOUNDATION LAND PURCHASE PROJECT -- PROJECTED CASH FLOW -* Current Funding Levet -- Assuming no more tand purchased -- Higher Interest Rates 

1985 1986 1987 
... .. 198 1989 1990 1991.. .. .. .. .. .. .. ... 1992.. ............... ......................... 1993 1994
........... ..... 1995 ....1996 -


PRICE/HECTARE 
 377 1,028
HECTARES BOUGHT PER YEAR 

662 706 900 900
1,209 1,548 1,827 
900 900 900 900
CUMULATIVE HECTARES BOUGHT 1,573 0 0 900 900


1,209 2,757 0 0 0
4,584 6,157 0
6,157 6,157 6,157 0 0
6,157 6,157 6,157 
 6,157 6,157
 
CASH INFLOWJS
 

PROOUCTION CREDIT INTEREST 
 0 2,339 10,529 10,159 58,706PPODUCTION CREDIT PRINCIPAL 137,085 240,713
13,938 17,861 376,031 313,541 180.321
31,904 84,656 29,687
445,468 1,066,825 0
LAND SALES DOWN PAYMENT 9,116 1,891,837 2,350,196 1,959,633
31,827 120,947 111,054 1,127,009 185,541
0 0LAND SALES PRINCIPAL 0 0 0
0 7,966 0 0
45,560 71,866 142,660 293,371 0 0
LAND SALES INTEREST 410,726 525,434 525,434
0 54,695 525,434 525,434
AHIFOS.....................................................
TOA 244,700 334,370 606,651 679,114 525,434

706,374
:......................... 685,150 601,081
.. 517,011 432,942 348,873
TOTAL CASH INFLOS 432,942 3...48,873....................
23,054 114,688 453,641 
 662104 1,253,486 
 2,176,395 3,249,650 3,936,811 3,399,688 2,349,75 
 1,173,603 874,306
 

CASH EXPENSES
 
AID-FUN;DED
 

CASH PURCHASE OF LAND 
 227,897 795,672 
 604,737
PRODUCTION CREDIT LOANS 555,269 0 0
95,593 411,223 0 0
818,480 1,333,389 1,670,034
ADMINISTRATIVE COSTS 1,709,687 1,422,409
13,239 19,559 1,009,455
67,816 107,019 120,772
EOUIP. (MOTORCYCLES) 138,887 159,721 183,679

4,500 
 0
TECHNICAL ASSISTANCE 0 0
24,585 0
.. . .
 ...........................................................................
. . . ......36,879 162,960 183,840 211,416 
 243,128 279,598 321,537
ooo ....
 ...... ............................
TOTAL AID-FURDED EXPENSES 361,314 o .........
1,263,633 1,653,994 2,184,017 
 2,002,221 2,091,703 
 1,861,727 1,514,671 
 0 
 0 0 0
 

COUNTERPART FUNDED EXPENSES
 
CERTIFICATE PRINCIPAL PMT 
 0 45,579 204,714 325,661 436,715 436,715
CERTIFICATE INTEREST PMT 391,136 232,001 111,054 0
0 20,511 88,019 124,021 144,686 105,3t1 

0 0
 
EOUIP. (JEEPS) 66,077 30,875 
 9,995 
 0
INFRASTRUCTURE 8,000 0 0 0


0 0 0
0 57,074 261,561 469,781 
0 0 0 0 0
86,803 99,823 0
 

SPECIAL CERT. AID GRANT 0 0 0 
 0
 
CASH PURCHASE OF LAND 


(200,000)
 

0 0
PR OUCTION CREDIT LOANS5 0 0
 
ADMINISTRATIVE COSTS 
 8, 71 5 5 100

EOUIP. (MOTORCYCLES) 548,372 185,541 
 0 0
TECHNICAL..SSI.......369,768 
 211,230 242,915 
 279,352 321,255
TOTAL COUNTERPART OUTFLO 
 0 (133,910) 292,733 514,736 425,233 489,018 562,371
842,962 1,011,878 .544,015 
 362,699 1,250,419 8......
 768,370 ....
 

CASH INFLOWS
CASH EXLNSES3134I, 

23,054 114,688 453,641 
 662,104 1,253,486 2,176,395 3,249,650 
 3,936.811 3,399,688 2,349,775
, 1,173,603CASH EXPENSES ,, 874,306AID-FUNDED 
 361,314361,314 1,129,723 1,946,726
1,263,633 1,653,994 2,698,773 2,845,183 3,103,581 .,2,184,017 2,002,221 2,405,742 1,877,370
COUNTERPANT-FUNDED 2,091,703 1,250,419 853,689 ,

0 (133,910) 1,861,727 1,514,671 0 768,370 883,626
292,733 514,756 0
842,962 1,011,878 544,015 0 0
362,699 1,250,419 853,689 768,370 883,626
 
ABOVE AID-FUNDED EXPENSES 
 338,260) (1,148,945)(1,200,353)(1,521,912) 
 (748,736) 84,692
ABOVE ALL EXPENSES (338.260) (1,015,034)(1,493,085)(2,036,669) (1,591,697) 

1,387,923 2,422,139 0 0
(927,185) 843,908 0 0
2,059,440 2,149,270 1,496,086 
 405.233 (9,320)
 



ITABLE 3: PENNEY FOUNSATION LAND PURCHASE PROJECT 
-- PROJECTED CASH FLOW 
 Current Funding Level -- Assumingno more tend purchased --
HIgher Interest Rates 
..t==.mttt~
. . . .
 . -e = = ... V-:: ... 
 =:lt ..
... 
 ....
.. =t: *::e......a:........ 
t...t 
 1 ~ t g 
 ~ t 

1985 1986 1987 
.... 1988 1989
.. o 1990
.. ......................................................... 1991
a.. .. 1992 1993 199' 
 1995 1996 
as..a ......... 
 .. a.. .*......=......mas...
 

CASH POSITION (BEG. OF YEAR) 0 0 133,910 (158,823) (673,579) (1,516,541) (2,443,726)NET CASH FLOW- AID FUNDED (338,260) (1,148,945)(1,200,353)(1,521,912) (748,736) 84,692 1,387,923AID GPANT 338,260 1,148,945 1,200,353 1,521,912 748,736 0 0CASH POSITION AFTER GRANT 0 0 133,910 (158,823) (673,579) (1,431,849) (1,055.803) 
COUNTER-PART FUNDED EXPENSE 0 (133,910) 292,733 514,756 842,962 1,011,878 544,015CASH POS. AFTER C/P EXPEISE 0 133,91.0 (158,823) (673,579) (1,516,541) (2,443,726) (1,599,819) 

OTHER GRANT SOURCES 
YRLY SHORTFALL A/ALL SOURCES 0 133,910 (292,733) (514,756) (842,962) (927,185) 843,908
CASH POSITION AFT ALL SOURCES 0 133,910 (158,823) (673,579) (1,516,541) (2,443,726) (1,599,819)AID FUNDS AVAILABLE 
AVAILABLE (BEGINNING OF YEAR) 0 8,726,740 7,577,796 6,377,443 4,855,530 4,106,795 4,106,795NEW AID FUNDS 9,065,000000 
TOTAL AID FUNDS AVAILABLE 9,065,000 8,726,740 7,577,796 6,377,443 4,855,530 4,106,795 4,106,795 

AID FUNDS USED 338,260 1,148,945 1,200,353 1,521,912 748,736 0 0AVAILABLE (END OF YEAR) 8,726,740 7,577,796 6,377,443 4,855,530 4,106,795 4,106,795 4,106,795CU1.ULATIVE AID GRANTS USED 338,260 1,487,204 2,687,557 4,209,470 4,958,205 4,958,205 4,958,205 

YEAR NET CASH FLOW AFTER ALL EXPENSESBEFORE AID GRANT (338,260) (1,015,034)(1,493,085)(2,036,669) (1,591,697) (927,185) 843,908AFTER AID GRANT 0 133,910 (292,733) (514,756) (842,962) (927,185) 843,908
CUMULATIVE NET CASH FLOW AFTER ALL OUTFLOWSBEFORE AID GRANT (338,260) (1,353,294)(2,846,380)(4,883,049) (6,474,746) (7,401,931) (6,558,024)AFTER AID GRANT 0 133,910 (158,823) (673,579) (1,516,541) (2,443,726) (1,599,819) 

0 

(1,599,819) 
2,422,139 

0 
822,321 

362,699 
459,621 

2,059,440 

459,621 

0 

0 

0 
0 

4,958,205 

2,059,440 
2.059,440 

(4,498,584) 
459,621 

459,621 (790,797) (1,644,486) (2,412,856)
0 0 0 0 
0 0 0 0 

459,621 (790,797) (1,644,486) (2,412,856) 

1,250,419 853,689 768,370 883,626
(790,797) (1,644,486) (2,412,856) (3,296,482) 

(1,250,419) (853,689) (768,370) (883,626) 

(790,797) 1,644,486) (2,412,856) (3,296,482) 

0 0 0 0 

0 0 0 0 

0 0 0 0 
0 0 0 0 

4,958,205 4,958,205 4,958,205 4,958.205 

2,149,270 1,496,086 405,233 (9,320)
2,149,270 1,496,086 405,233 (9,320) 

(2,349,314) (853,227) (447,994) (457,314)
2,608,091 4,104,978 4,510,211 4,500,891 

INPUT SECTION 

AID funds for all outflows (Y/N) 
or just Land & Production Credit 

Years to fully Integrate Production 
Total Funds AvailabLe 
Exchange rate 
Inflation rate 
Production credit Interest rate (1988 - 19xx 
Land credit Interest rate (1988.o 19XX)
certificate interest rate 

Percent of Inflatable costs 
N VEGETABLES 
3 CORN 

9,065,000 SESAME 
2.70 WHEAT 
15.00% PINEAPPLE 

- 16.00% COFFEE 
16.00% COCOA 
9.00% MANGOS 

50.00% 
50.00% 
5O.OOX 
50.00% 
50.00% 
86.00% 
50.00% 
50.00% 



ALTERNATIVE 3
 

AID FUNDS ALL COSTS AT INCREASED INTEREST RATES
 

(Table 4 - Figures 7 & 8)
 

* 	 This is basically the same alternative as #1 but at an increased interest rate. 

Primary effect would be that they would be able to purchase up to 1,100 hectares a year
starting in 1991
 

The project would still have a positive cash flow over the project horizon.
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PENNEY FOUNDATION LAND PURCHASE PROJECT 
ASSUMING AID FUNDS ALL COSTS
 

1,100 HECTARES PURCHASED BEGINNING IN 1991
 
(16% PRODUCTION INTEREST)
 

Yearly Net Cash Flows After AID Grants 

-I 
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Figure 7: Yearly Cash Flows 

Cum. Net Cash Flows After AID Grants 
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Figure 8: Cumulative Net Cash Flows 

ASSUMPTIONS: Pct of Variable costs Inflatable: 50% 
Inflation rate: 15% Percent of Production costs financed
 
Exchange Rate (1988): 2.70 Year 1: 100% Year 6 on: 0%
 
Production Credit Interest: 16% Year 2: 75%
 
Land Credit Interest: 16% Year 3: 60%
 
Certificate Interest: 9% Year 4: 50%
 
Years to Crop Integration: 3 Year 5: 40%
 

"I 



TABLE 4: PENNEY FOUNDATION LAND PURCHASE PROJECT --
PROJECTED CASH FLOW -- AID funds ALL Costs.* 
 1,100 HA/yesr purchased beginning In 1991 
-- Higher Intereat Rates
 

... 
...... 
 .... 
 .. .  .. .. 
 . .. .. ma s 
.. = 
 . flF . lS~w..= .1985 u.l ~ u ~ sU . - U .1986 1987 31988 1989 
 1990 1991 
 1992 1993 
 1994 1995 
 1996
PRICE/HECTAPE 
 377 1,028 662 706 
 900 900 
 900 900 
 900 900 900 
 900
HECTARES BOUGHT PER YEAR 
 1,209 1,548 1,827
CUMULATIVE HECTARES BOUGHT 1,573 0 0 1,100 1,100
1,209 2,757 1,100 1,100
4,584 6,157 1,100 1,100
6,157 6,157 
 7,257 8,357 9,457 
 10,557 11,657 
 12,757
 
CASH INFLOWS
 

PRODUCTION CREDIT INTEREST 
 0 2,339 10,529 10,159 58,706
PPODUCTIO CREDIT PRINCIPAL 13,938 17,861 31,904 
137,085 240,713 378,726 321,507 196,203
84,656 445,468 149,396 256,531
1,066,825 1,891,837
LAND SALES DOWN PAYMENT 2,367,037
9,116 2,009,421 1,226,269
31,827 120,947 111,054 933,724 1,603,321
LAND SALES PRINCIPAL 0 7,966 45,560 

0 0 19,800 19,800 19,800 19,80071,866 162,660 293,371 19,800 19,800
LAND SALES INTEREST 410,726 546,966
0 56,695 568,499 590,031
244,700 384,370 611,564 611,564
606,651 679,114
.. .... .... . . . . .. .. . . 706,374 843,550 914,436
. .. . ................. .... 
981,876 1.065,702 987,684
..........
TOTAL CASH INFLOWS .. ........
23,054 114,688 453,641 .... ..........................
662,104 1,253,486 2,176,395 3,269,450 4,156,080 

.. .. . .. . ... . . .. ....... .. ... .......
3,833,663 3,014,179 
 2,780,186 3,478,900
 

CASH EXPENSES
 
AID-FUNDED
 

CASH PURCHASE OF LAND 
 227,897 795,672 604,737 
 555,269
PRODUCTION CREDIT LOANS 0 0 495,000 495,000
95,593 411,223 818,480 1,333,389 1,670,034 1,709,687 
 1,609,017 1,598,726
ADMINISTRATIVE COSTS 
 13,239 19,859
EOUIP. (MOTORCYCLES) 67,816 107,019 
 120,772 138,887 159,721
4,500 0 0 183,679
TECHNICAL ASSISTANCE 0
24,585 a
 
............ 36,879 162,960
.......... ........... 183,840 211,416 243,128 279,598 321,537
........................ 
............ 
. ........ ..
TOTAL AID-FUNDED EXPENSES .... ...... --..........................
361,314 1,263,633 1,653,994 2,184,017 2,002,221 

.. . . . . . . . . .

2,091,703 2,543,336 2,598,942 
 0 0 0 
 0
 

COUNTERPART FUNDED EXPENSES
 

CERTIFICATE PRINCIPAL PMT 
 0 45,579 204,714 325,661
CERTIFICATE INTEREST PHT 436,715 436,715 391,136 331,001
0 408,054
20,511 88,019 124,021 144,686 396,000 495,000 495,0000
EOUIP. (JEEPS) 105,381 66,077 
 75,425 134,735 142,560
8,000 151,470 106,920
IFRASTRUCTURF 0 0 0 0
0 0 00 0 57,074 261,561 469,781 0 0
86,803 99.823
SPECIAL CERT. AID GRANT 0 0 0
(200,000)
 

PRCHUCTIO CREDIT LOANS 

PRDUIONRAT 
 OS 495,000 495,000 .95,000 
 495,000
ADMIISTRATIVCOSTES) 
 1,774,087 1,364,564 
 1,063,993 942,446

TECHNICAL ASSISTANCE 211,230 
 242,915 279,352 
 321,255
TECHNICAL ASSISTANCE369,768 
 0 0 0 
 0
TOTAL COUNTERPART OUTFLOU 
 0 (133,910) 292,733 514,756 425,233 489,018 562,371
842,962 1,011,878 544,015 506,249 
 3,392,874 3,066,272 
 2,973,833 2,922,992
 

CASH INFLOUS 
 23,054 114,688 453,641
CASH EXPENSES 662,104 1,253,486 2,176,395 3,269,450 4,156,080
361,314 1,129,723 1,946,726 2,698,773 3,833,663 3,014,179 2,780,186
2,845,183 3,478,900
AID-FUNDED 3,103,581 3,087,351 3,105,191 3,392,874
361,314 1,263,633 1,653,994 2,184,017 2,002,221 2,091,703 
3,066,272 2,973,833 2,922,992
COUNTERPART-FUNDED 2,543,336 2,598,942
0 (133,910) 292,733 0 0
514,756 842,962 1,011,878 544,015 0 0
506,249 3,392,874 3.066,272 2,973,833 2,922,992
 

ABOVE AID-FUNDED EXPENSES 
 (338,260) (1,148,945)(1,200,353)(1,521,912) 
 (748,736) 84,692
ABOVE ALL EXPENSES (338,260) (1,015,034)(1,493.05)(2.036,669) (1,591,697) 
" 726,114 1,557,138 0 
 0 0
(927,185) 0
182,099 1,050,889 440,789 
 (52,093) (193,647) 555,908
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TABLE 4: PENNEY FOUNDATION LAND PURCHASE PROJECT PROJECTED CASH FLOW -- AID funds AtE Costs -- 1,100 HA/year purchased beginning In 1991 -- Higher Interest Rites 
...... 


.... -= ...... 
 ......... 

as.
 

........s..s.....=....... 

1985 
w.2 e.. 

1986 
R 

1987 1988 1989 
S .......................... 

1990 
s-----ss.ft... 

1991 
o. .. 0. 

1992 
..... 

1993 
..... a... 

1994 
--

1995 1996 

NET FOUNDATION CASH POSITIONSCASH POSITION (BEG. OF YEAR) 
NET CASH FLOW- ALL FLOWS 
AID GTANT 

CASH POSITION AFTER GRANT 

0 0 0 0 
(338,260) (1,015,034)(1,493,085)(2,036,669) (1,591.697)
338,260 1,015,034 1,493,085 2,036,669 1,591,697 

0 0 0 0 0 

0 
(927,185) 
927,185 

0 

0 
182,099 

0 
182,099 

182,099 
1,050,889 

0 
1,232,988 

1.232,988 
440,789 

0 
1,673,776 

1,673,776 
(52,093) 

0 
1,621,683 

1,621,683 
(193,647) 

0 
1,428.037 

1,428,037 
555,908 

0 
1,983,945 

CCIUNTER-PART FUNlDED EXPENSE 
CASH POS. AFTER C/P EXPENSE 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
182,099 

0 
1,232,988 

0 
1,673,776 

0 
1,621,683 

0 
1,428,037 

0 
1,983,945 

OTHER GRANT SOURCES 

YRLY SHORTFALL A/ALL SOURCES 

CASH POSITION AFT ALL SOURCES 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

182,099 

182,099 

1,050,889 

1,232,988 

440,789 

1,673,776 

(52,093) 

1.621,683 

(193,647) 

1,428,037 

555,908 

1,983,945 
AID FUNDS AVAILABLE

AVAILABLE (BEGINNING OF YEAR) 

NEW AID FUNDS 
TOTAL AID FUNDS AVAILABLE 

0 

9,065,000
9,065,000 

8,726,740 

8,726,740 

7,711,706 

7,711,706 

6,218,620 

6,218,620 

4,181,951 

4,181,951 

2,590,254 

2,590,254 

1,663,069 

1,663,069 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
AID FUNDS USED 

AVAILABLE (END OF YEAR) 
CUMULATIVE AID GRANTS USED 

338,260 
8,726,740 

338,260 

1,015,034 
7,711,706 
1,353,294 

1,493,085 
6,218,620 
2,846,380 

2,036,669 
4,181,951 
4,883,049 

1,591,697 
2,590,254 
6,474,746 

927.185 
1,663,069 
7,401,931 

0 
1,663,069 
7,401,931 

0 
0 

7,401,931 

0 
0 

7,401.931 

0 
0 

7,401,931 

0 
0 

7,401,931 

0 
0 

7,401,931 

YEAR NET CASH FLOW AFTER ALL EXPENSESBEFORE AID GRANT 
 (333,260) (1,015,034)(1,493,085)(2,036,669) (1,591,697) 
 (927,185) 182,099 1,050,889 440,789
AFTER AID GRANT (52,093) (193,647) 555,908
0 0 0 
 0 0 0 182,099 1,050,889 440,789 (52,093) (193,647) 555,908
 

CUHULATIVE NET CASH FLOW AFTER ALL OUTFLOWS
BEFORE AID GRANT (338,260) (1,353,294)(2,846,363)(4,883,049) (6,474,746) (7,401,931) (7,219,833)
AFTER AID GRANT (6,168,944) (5,728,155) (5,780,248) (5,973,895) (5,417,987)
0 0 0 0 
 0 0 182,099 1,232,988 1,673,776 
 1,621,683 1,428,037 1,9813,945

1 

INPUT SECTION
 

AID funds for alt outflows (Y/N) 
 Percent of inflatable costs
 
or just Land & Production Credit 
 Y VEGETABLES 
 50.00%


Years to fully integrate Production 
 3 CORN 
 50.00%
Total Funds Available 
 9,065,000 SESAME 
 50.00%

Exchange rate 
 2.70 WHEAT 50.00%

inflation rate 
 15.00% PINEAPPLE 50.00%

Production credit Interest rate (1988 
- 19xx 16.00% COFFEE 
 86.00%

LaRd credit interest rate (1988 --19XX) 16.00% COCOA 50.00%

certificate interest rate 
 9.00% MANGOS 
 50.00%
 



ALTERNATIVE 4
 

CURRENT FUNDING CRITERIA - DEFERRING FURTHER LAND PURCHASES UNTIL 1990.
 

(Table 5 - Figures 7 & 8) 

This alternative defers land purchases only for two years rather than the three year
stipulated in alternative 2. 

Surprisingly enough, this would allow them to purchase about 1,000 Hectares a year
starting in 1990 under current conditions and be in better position than they currently are 
but they still have a cumulative net shortfall by that time of 2.5 million dollars. 

* 	 Again the reason they could still purchase land is that the current agreement allows them 
to request AID funding for costs rather than Net Costs. 
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PENNEY FOUNDATION LAND PURCHASE PROJECT
 
AID FUNDS ALL COSTS
 

1,000 HECTARES PURCHASED BEGINNING IN 1990
 
(12% PRODUCTION CREDIT)
 

Yearly Net Cash Flows After AID Grants 
isil -1ff* 

'"
 

Y~r 

Figure 9: Yearly Cash Flows 

Cum. Net Cash Flows After AID Grants
 
15 , isa|:-13o 

4 

-I
 

Your 

Figure 10: Cumnulative Net Cash Flows 

ASSUMPTIONS: 
Inflation rate: 15% 

Pct of Variable costs Inflatable: 50% 
Percent of Production costs financed 

Exchange Rate (1988): 2.70 Year 1: 100% Year 6 on: 0% 
Production Credit Interest:Land Credit Interest: 12%12% Year 2:Year 3: 75%60% 
Certificate Interest: 9% Year 4: 50% 

Years to Crop Integration: 3 Year 5: 40% 



-- 

TABLE 5:PENNEY FOUNDATION LAND PURCHASE PROJECT 
-- PROJECTED CASH FLOW-
 X.! funds aLL costs 
 1,000 HA/year purchased beginnng In 1990)
 

1985 1986 1987 
 1988 1989 
 1990 1991 1992 
 1993 1994 
 1995 1996 " 
PRICE/HECTARE 377 1,028 662 706
HECTARES BOUGHT PER YEAR 900 900 900
1,209 900
1,548 1,827 1,573 900 900 900 900
CUMULATIVE HECTARES BOUGHT 0 1,000 1,000 1,000
1,209 2,757 4,584 1,000 1,000 1,000
6,157 6,157 7,157 8,157 1,000


9,157 10,157 11,157 
 12,157 13,157
 
CASH INFLOWS
 

PRODUCTION CREDIT INTEREST 
 0 2,339 10,529 10,159
PRODUCTION CREDIT PRINCIPAL 13,938 17,861 
53,456 128,019 228,730 287,076 245,229
31,904 84,656 207,651 185,395
LAND SALES DOWN PAYMENT 445,468 1,066,825 1,906.079 264,970


9,116 2,392,300 2,043,574
31,827 120,947 111,054 1,730,425 1,544,962 2,208,054
LAND SALES PRINCIPAL 0 0 18,000 18,000 18,000 18,000
7,966 45,560 18,000
LAND SALES INTEREST 71,866 142,660 293,371 430,301 18,000 18,000

0 54,695 244,700 557,632 577,207 675,658
384,370 519,843 537,728 774,109 852905
............................................ 637,780 719,171 760,25! 
 809,132 846,194
TOTAL CASH INFLOWS 537,728 637,780 763,442
23,054 114,688 .7.19.,.1.7.1 .... .7.60,25.. 809..
453,641 662.104 .132.. .8.6 ..
 1,161,428 2,043,943 3,220,890 ,19... 763,.. ..2
3,974,179 3,644,265 3,440,865 
 3,368,6V' 4,107,481
 

CASH EXPENSES
 
AID-FUNDED
 

CASH PURCHASE OF LAND 
 227,897 795,672 604,737 
 555,269
PRODUCTION CREDIT LOANS 0 450,000 450,000 450,000
95,593 411,223 
 818,480 1,333,389 1,670,034 
 1,861,210 1,900,630 
 2,003,861
EOUIP. (MOTORCYCLES)
ADINISTRATIVE COSTS 
 13,239 19,859 
 4,500
67,816 107,019 120,7720 138,8870 
 159,7210 0
TECHNICAL ASSISTANCE 183,679
 
... 24,585
......... 36,879 162,960
........... 
*.. ........ 183,840
.......... 211,416 243,128
.. ........ . ............. . 

279,598 321,537
. . .
TOTAL AID-FUNDED EXPENSES . . . . . . . . . .
 . . .
361,314 1,263,633 1,653,994 2,184,017 2,002,221 
. . . . . . . . . . . . . . . . . . .
2,693,226 2,789,949 
 2,959,077 
 0 0 
 0
 

COUNTERPART FUNDED EXPENSES
 
CERTIFICATE PRINCIPAL PMT 
 0 45,579 204,714 325,661 436,715
CERTIFICATE INTEREST PMT 436,715 481,136 412,001 471,054
0 20,511 88,019 124,021 144,686 450,000 540,000 450,000
EOUIP. (JEEPS) 105,381 106,577 
 103,775 147,695 145,800
INFPASTRUCTURE 8,000 0 0 0 

145,800 97,200
0 0 0
0 57,074 261,561 469,781 
0 0 0 0
86,803 99,823
SPECIAL CERT. AID GRANT 0 0 0 
 0
 

CASH PURCHASE OF LAND 

PRDUCTION CREDIT LOANS 


(200,000)
 

450,000 450,000 
 450,000 450,000

2,085,244 1,653,410 1,252,513
ADMINISTRATIVE COSTS 1,005.441
 

TECHNICAL ASSISTANCE 211,230 242,915 279,352 
 321,255
TECHNICAL. 0 0 0
TOTAL COUNTERPART 0
OUTFLO. .
 . .ASSISTA369,768
... ...
TOTAL COUJNTERPART ... ... .. .............................................. 425,233 489,018
0
0TFLOW(133,910) 292,733 562,371
514,756 8A2,962 1,011,878 *............ ...........................
674,515 615,599 3,734,991 3,367,358 3,156,683 ..--
2,886,266
 

CASH INFLOWS 
 23,054 114,688 453,641
CASH EXPENSES 662,104 1,161,428 2,043,943 3,220,890
361,314 1,129,723 1,946,726 3,974,179 3,644,265 3,440,865
2,698,773 2,845,183 3,368,660
AID-FUNDED 3,705,103 3,464,464 3,574,676 4,107,481

361,314 1,263.633 1,653,994 3,734,991 3,367,358 3,156,683
2,184,017 2,002,221 2,886,266
COUNTERPART-FUNDED 2,693,226 2,789,949 
 2,959,077
0 (133,910) 292,733 514,756 0 0
842,962 1,011,878 674,515 0 0
615,599 3,734,991 3,367,358 3,156,683 2,886,266
 

ABOVE AID-FUNDED EXPENSES 
 (338,260) (1,148,945)(1,200,353)(1,521,912)

ABOVE ALL EXPENSES (840,794) (649,282)" 430,942
(338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,661,160) 

1,015,102 0 0 
 0 0
(Q43,573) 399,503 
 (90,726) 
 73,507 211,977 1,221,214
 



TABLE 5:PENNEY FOUNDATION LAND PURCHASE PROJECT 
-- PROJECTED CASH FLOW -- AID funds all costs -- 1,000 HA/year purchased beginning In 1990 

..........
...... 
 .. 198 198 = = ..
.19.. .9=1== 
 . .= = = 19-=8. . = = -..1989
. = =.1990-. . .
 1992 1993 
 1994 1995 
 1996 
NET FOUNDATION CASH POSITIONS 

CASH POSITION (BEG. OF YEAR) 0 0
0 0 
 0 0 
 0 0
NET CASH FLOW- ALL FLOWS (338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,661,160) 
399,503 308,777 382,284 594,261


AID GRANT (243,573) 399,503
338,260 (90,726) 73,507
1,015,034 1,493,085 2,036,669 1,683,755 211,977 1,221,214
1,661,160 243,573
CASH POSITION AFTER GRANT 0 0 00 0 0 0 00 0 0 0 399,503 308,777 382,284 594,261 1,815,475

COUNTER-PART FUNDED EXPENSE 
 0 0 0 0 0 0CASH POS. AFTER C/P EXPENSE 0 0 0 0 0 0 00 0 00 0 0 399,503 308,777 382,284 
 594,261 1,815,475
 

OTHER GRANT SOURCES
 

YRLY SHORTFALL A/ALL SOURCES 
 0 0 0 
 0 0 399,503
CASH POSITION AFT ALL SOURCES 0 0 0 
0 0 (90,726) 73,507 211,977 1,221,214
0 0 
 0 0 399,503 308,777 
 382,284 594,261 1,815,475
AID FUNDS AVAILABLE
 

AVAILABLE (BEGINNING OF YEAR) 
 0 8,726,740 7,711,706 6,218,620 4,181,951 2,498,196 837,036 
 0 0 0 
 0 0
NEW AID FUNDS 9,065,000
TOTAL AID FUNDS AVAILABLE 9,065,000 8,726,740 
7,711,706 6,218,620 4,181,951 2,498,196 
 837,036 0 0 
 0 0 0

AID FUNDS USED 
 338,260 1,015,034 1,693,085 2,036,669 1,683,755
AVAILABLE (END OF YEAR) 1,661,160 243,573 0
8,726,740 7,711,706 6,218,620 0 0 0 0
4,181,951 2,498,196 
 837,036 593,463
CUMULATIVE AID GRANTS USED 0 0 0
338,260 1,353,294 2,846,380 4,883,049 0 0
6,566,804 8,227,964 8,471,537 
 8,471,537 8,471,537 
 8,471,537 8,471,537 8,471,537
 

YEAR NET CASH FLOW AFTER ALL EXPENSES
BEFORE AID GRANT 
 (338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) (1,661,160)
AFTER AID GPANT 0 0 
(243,573) 399,503 (90,726) 73,507 211,977
0 0 1,221,214
0 0 0 399,503 (90,726) 73,507 211,977 1,221,214
 

CUMJLATIVE NET CASH FLOW AFTFR ALL OUTFLOWS
BEFORE AID GRANT 
 (338,260) (1,353,294)(2,846,380)(4,883,049) (6,566,804) (8,227,964) (8,471,537)
AFTER AID GRANT (8,072,034) (8,162,760) (8,089,254) (7,877,277) (6,656,062)
0 0 0 
 0 0 
 0 0 399,503 308,777 
 382,284 594,261 1,815,475
 
1
 

INPUT SECTION
 

AID funds for all outflows (Y/N) Percent of inflatable costs
 or just Land & Production Credit 
 Y VEGETABLES 
 30.00%
Years to fully Integrate Production 
 3 CORN 50.00%
Total Funds Available 
 9,065,000 SESAME 
 50.00%
Exchange rate 
 2.70 WHEAT 
 50.00%
Inflation rate 
 15.00% PINEAPPLE 
 50.00%
Production credit Interest rate (1988 
- 19xx 12.00% COFFEE 
 86.00%
Lard credit interest rate (1988 -.19XX) 
 12.00% COCOA 
 50.00%
certificate interest rate 
 9.00% MANGOS 
 50.00%
 



ALTERNATIVE 5 

FINDING ANOTHER PRODUCTION CREDIT SOURCE 

(Table 6 - Figures II & 12) 

* This is not the total answer that it would appear at first. The foundation does profit some 
from the interest on production credit. 

A significant assumption would be that there would be other sources of production credit 
available to these beneficiaries without some guarantee for the source. The beneficiaries 
do not hold title to the land until totally amortized and the lien on the land or an outside 
guarantee would be the only a current lender would provide production credit. 

Again because the foundation can only request payment for certain scheduled costs and 
they would not be accruing interest from production credit , there would not be enough
of a return from the mortgage interest to pay off the certificates. 

* This would have the double effect of restricting the amount of land (750 Hectares/year)
that could be bought and decreasing the amount of the AID grant that could be used 
because only a portion of the costs can be funded under the current agreement 
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TABLE 6:PENNEY FOUNDATION LAND PURCHASE PROJECT -. PROJECTED CASH FLOW -- Current Funding Level -- 750 HA/year purchased beglilng In 1990 - Assuming Other Production Credit So
 

1985 1986 1987 1988 1989 1990 1991 1992 993 1994 1995 1996 
PRICE/HECTARE 
HECTARES BOUGHT PER YEAR 
CUMULATIVE HECTARES BOUGHT 

377 
1,209 
1,209 

1,028 
1,548 
2,757 

662 
1,827 
4,584 

706 
1,573 
6,157 

900 
0 

6,157 

900 
750 

6,907 

900 
750 

7,657 

900 
750 

8,407 

900 
750 

9,157 

900 
750 

9,907 

900 
750 

10,657 

900 
750 

11,407 
CASH INFLOW S 

PRODUCTION CREDIT INTEREST 
PRODUCTION CREDIT PRINCIPAL 
LAND SALES DOWN PAYMENT 
LAND SALES PRINCIPAL 
LAND SALES INTEREST 

TOTAL CASH INFLOWJS 

CASH EXPENSES 

---

0 
13,938 
9,116 

0 
0 

-- -- =.... 

23,054 

2,339 10,529 10,159 53,456
17,861 31,904 84,656 445,468 
31,827 120,947 111,054 0 
7,966 45,560 71,866 142,660
54,695 244,700 384,370 519,843 
o.. . . . . .. . . . .......o.. ..........o=. 

114,688 453,641 662,104 1,161,428 

128,019 142,449 124,370 
1,066,825 1,187,077 1,036,417 

13,500 13,500 13,500
293,371 425,407 547,844
537,728 610,780 665,758 

......... ........o.. . . 

2,039,443 2,379,214 2.387,890 

49,831 
415,257 
13,500 

562,525 
681,017 

1l-,722,1-31 

0 
0 

13,500 
636,364 
702,120 

1,351,984 

0 
0 

13,500 
710,202 
714,362 

14804 

0 
0 

13,500 
769,359 
636,744 

,1,0 

AID-FUKDED 
CASH PURCHASE OF LAND 
PRODUCTION CREDIT LOANS 
ADMINISTRATIVE COSTS 
EOUIP. (MOTORCYCLES) 
TECHNICAL ASSISTANCE 

TOTAL AID-FUNDED EXPENSES 

227,897 
95,593 
13,239 

24,585 

361,314 

795,672 
411,223 
19,859 

36,879 

1,263,633 

604,737 
818,480 
67,816 

162,960 

1,653,994 

555,269 
1,333,389 

107,019 
4,500 

183,840 

2,184,017 

0 
1,670,034 

120,772 
0 

211,416 

2,002,221 

337,500 
0 

138,887 
0 

243,128 

719,516 

337,500 
0 

159,721 
0 

279,598 

776,818 

337,500 
0 

183,679 
0 

321,537 

842,716 0 0 0 0 
COUNTERPART FUNDED EXPENSES 

CERTIFICATE PRINCIPAL PMT 
CERTIFICATE INTEREST PMT 
EQUIP. (JEEPS) 
INFRASTRUCTURE 

SPECIAL CERT. AID GRANT 

0 
0 

0 

45,579 
20,511 

0 

(200,000) 

204,714 
88,019 

0 

325,661 
124,021 
8,000 
57,074 

436,715 
144,686 

0 
261,561 

436,715 
105,381 

0 
469,781 

458,636 

96,452 
0 

86,803 

367,001 

85,550 
0 

99,823 

381,054 

113,270 
0 
0 

337,500 

109,350 
0 
0 

405,000 

109,350 
0 
0 

337,500 

72,900 
0 
0 

CASH PURCHASE OF LAND 

PRODUCTION CREDIT LOANSADMINISTRATIVE COSTS 337,500
0 337,5000 337,5000 337,5000 

ADMIISTRVECOSTSEUIP. (HOTORCYCLES) 0 0 0 0 

TECHNICAL ASSISTANCE 
TOTAL COUNTERPART OUTFLOW. 0 

...... . 75--- ......... ......... ... 
(133,910) 292,733 5,756 842,962 1,011,878 

.... ....... 
641,890 552,374 

211,230 242,9150 0 

369,768 425,233-----......... ..... 
1,412,822 1,452,498 

279,352 321,2550 0 

489,018 562,371.. ----
1,620,220.. 1,631,526 

CASH INFLOWS 
CASH EXPENSES 

AID-FUNDED 
COUNTERPART-FUNDED 

23,054 
361,314 
361,314 

0 

114,688 
1,129,723 
1,263,633 
(133,910) 

453,641 
1,946,726 
1,653,994 
292,733 

662,104 
2,698,773 
2,184,017 

514,756 

1,161,428 
2,845,183 
2,002,221 

842,962 

2,039,443 
1,731,394 
719,516 

1,011,878 

2,379,214 
1,418,708 
776,818 
641,890 

2,387,890 
1,395,090 
842,716 
552,374 

1,722,131 
1,412,822 

0 
1,412,822 

1,351,984 
1,452,498 

0 
1.452,498 

1,438,064 
1,620,220 

0 
1,620,220 

1,419,603 
1,631.526 

0 
1,631,526 

ABOVE AID-FUNDED EXPENSES 
ABOVE ALL EXPENSES 

(338,260) (1,148,945)(1,200,353)(1,521,912) (840,794)
(338,260) (1,015,034)(1,493,085)(2,036,669) (1,683,755) 

1,319,928 
308,050 

1,602,396 
960,505 

1,545,174 
992,800 

0 
309,309 

0 
C10D,5f) 

0 
(182,156) 

0 
(211,923) 



TABLE 6:PENNEY FOUNDATION LAND PURCHASE PROJECT -- PROJECTED CASH FLOW -- Current Funding Level -- 750 HA/year purchased beginning in 1990 - Assuming Other Production Credit So 

.= = . = .. 
1985 
. 

1986 1987 
= =. . . . . . .. . . 

1988 
=== 

1989 1990 1991 1992 1993 
9 

1994 
91 

1995 
51 

1996 
9 

MET FOUNDATION CASH POSITIONS 
CASH POSITION (BEG. OF YEAR) 

NET CASH FLOW- AID FUNDED 
AID GPA4T 

CASH POSITION AFTER GRANT 

0 0 133,910 (158,823) 
(338,260) (1,148,945)(1,200,353)(1521,912) 
338,260 1,148,945 1.200.353 1,521.912 

0 0 133,910 (158,823) 

(673,579) (1,516,541) (1,208,491) 
(840,794) 1,319,928 1,602,396 
840,794 0 0 
(673,579) (196,613) 393,904 

(247,986) 
1,545,174 

0 
1,297,188 

744,814 
0 
0 

744,814 

(668,008) (2,120,506) (3,740,726) 
0 0 0 
0 0 0 

(668.008) (2,120,506) (3,740,726). 

COIJ4TER-PART FUNDED EXPENSE 
CASH POS. AFTER C/P EXPENSE 

0 
0 

(133,910) 
133,910 

292,733 
(158,823) 

514,756 842,962 1,011,878 
(673,579) (1,516,541) (1,208,491) 

641,890 
(247,986) 

552,374 
744,814 

1,412.822 1,452,498 1,620,220 1,631,526 
(668,008) (2,120,506) (3,740,726) (5,372,252) 

OTHER GRANT SOURCES 

YRLY SHORTFALL A/ALL SOURCES 
CASH POSITION AFT ALL SOURCES 

0 

0 

133,910 

133,910 
(292,733) 

(158,823) 
(514.756) (842,962) 308,050 
(673,579) (1,516,541) (1,208,491) 

960,505 

(247,986) 
992,800 

744,814 
(1,412,822) (1,452,498) (1,620,220) (1,631,526) 
(668,008) (2,120,506) (3,740.726) (5,372,252) 

AID FURDS AVAILABLE 
AVAILABLE (BEGINNING OF YEAR) 

NEW AID FUNDS 
TOTAL AID FUNDS AVAILABLE 

0 

9,065,000 
9,065,000 

8,726,740 

8,726,740 

7,577,796 

7,577,796 

6,377,443 

6,377,443 

4,855,530 

4,855,530 

4,014,737 

4,014,737 

4,014,737 

4,014,737 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

AID FUNDS USED 
AVAILABLE (END OF YEAR) 
CUMULATIVE AID GRANTS USED 

338,260 
8,726,740 
338,260 

1,148,945 
7,577,796 
1,487,204 

1,200,353 
6,377,443 
2,687,557 

1,521,912 
4,855,530 
4,209,470 

840,794 
4,014,737 
5,050,263 

0 
4,014,737 
5,050,263 

0 
4,014,737 
5,050,263 

0 
0 

5,050,263 

0 
0 

5,050,263 

0 
0 

5,050,263 

0 
0 

5,050,263 

0 
0 

5,050,263 

YEAR NET CASH FLOW AFTER ALL EXPENSES 
BEFORE AID GRANT (338,260) (1,015,034)(1,493,085)(2,036.669) (1,683,755) 308,050 960,505 
AFTER AID GRANT 0 133,910 (292,733) (514,756) (842,962) 308,050 960,505 

CUMULATIVE NET CASH FLOW AFTER ALL OUTFLOWS 
BEFORE AID GRANT (338,260) (1,353,294)(2,846,380)(4,883,049) (6,566,804) (6,258,754) (5,298,249) 
AFTER AID GRANT 0 133,910 (158,823) (673,579) (1,516,541) (1,208,491) (247,986) 

0 

992,800 
992,800 

(4,305,449) 

744,814 

Z'?,309 (100,514) (182,156) (211,923) 
309,309 (100,514) (182,156) (211,923) 

(3,996,140) (4,096,654) (4,278,810) (4,490,733) 

1,054,123 953,609 771,453 559,530 

INPUT SECTION 

AID funds for all outflows (Y/N) 
or just Land & Production Credit 

Years to fully integrate Production 
Total Funds Available 
Exchange rate 
Inflation rate 
Production credit Interest rate (1988 - 19xx 
Land credit interest rate (1988 -"19XX) 
certificate interest rate 

Percent of inflatable costs 
N VEGETABLES 
3 CORN 

9,065,000 SESAME 
2.70 WHEAT 
15.00% PINEAPPLE 
12.00% COFFEE 

12.00% COCOA 
9.00% MANGOS 

50.00% 
50.00% 
50.00% 
50.00% 
50.00% 
86.00% 

50.00% 
50.00% 



FINDINGS
 

* 	 The foundation accelerated their purchase of land causing pressure on production credit 
needs and certificate repayment. 

The project is extremely sensitive to the timing of land purchases, and the resulting rates 
of crop integration. 

* The project has deviated from the original projected cash flow analysis in terms of the
ratio of permanent to seasonal crops planted on established land. 

By 	allowing the foundation to request AID funds oti the basis of total costs rather than 
net costs after reflows, the foundation has no responsibility to reinvest reflows back into
the project, thus digging themselves deeper and deeper into trouble as the land purchased
needs more production credit and certificate payment. Furthermore this type of funding
mechanism allcws them to continue to purchase land even when in a precarious cash flow 
position. 

While it is true that permanent crops may be the most stable and sure investment for the 
beneficiaries and therefore most profitable, the foundation must realize that it is really
cash flow not profitability that is at stake in this project. They have been very closely tiedwith the beneficiaries due to the nature of the organization and its goals. As a result thefoundation has been pushing for more coffee planting because it is so profitable. 

* 	 However, what is profitable for the beneficiaries is not what maybe best for the 
foundation. The foundation does not accrue the profits of the land -- only the interest 
payments on the land purchase agreement and the production credit interest. This project
is vital that planning be done on a longer-term basis, the variability and uncertainty
involved in heavy reliance on permanent crops dictates that. 
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RECOMMENDATIONS
 

AID must change how the foundation requests funds. Making requests on a net cost basis 
will force the Foundation to be responsible for making the project a self-sufficient entity.
Without such responsibility, they can simply continue to purchase more land without planning
for the consequences. The inflows MUST be reinvested in the project to meet current 
obligations and not simply used to purchase more land. 

A careful evaluation of how the Penney foundation formulates it planning for this project
must be made. The foundation is now a financial intermediary and must plan in the long
term rather than short-term. 

As far as solving the cash shortfall problem, probably the best route is probably to allow AID 
funds to repay guarantee certificates. The current situation is really a two edged sword-on 
one hand the 9.5 million dollars available for this project allows some land to be bought but
without some means of repaying the certificates the foundation will never be able to use all 
of the AID grant without putting themselves into a dangerous cash flow position. Other 
sources of production credit should be examined but this is not as fruitful a idea as it would 
first appear. The foundation does profit from the interest payments on production credit. 

Increasing interest rates is not a solution in and of itself, but it could be combined with the 
above solution to further increase net cash flow. 

* 	 The foundation realize that the reflows from the project are already spoken for - i.e. to repay
certificates, interest, etc. and are not windfalls with which to simply purchase more land. 

The foundation must realize that to change the crop mix spontaneously is disastrous without 
careful evaluation. The project is too sensitive to cash flow timing to not have a carefully 
evaluated crop production schedule. 
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1. Introduction 
2. 	Current Situation 

a. 	Current Funding Level 0 hectares 
1.Currently in cash flow bind
 

-. Reasons
 
a. 	Wiy? 

1.Accelerated purchase of land due to low prices but the projected cash flow is
 
very sensitive to the timing of land purchases. The present value of this
 
accelerated
 

2. 	More land than projected into permanent crops deferring payback
3. 	Foundation must use counterpart funds chiefly derived from the project to pay
 

certificate principal and interest. Due to I and 2 above they will fall behind
 
4. Foundation comes to AID with request for expenses
5. 	It seems more prudent that AID should grant only request for net expenses. In
 

other words AID should meet only the shortfall of Income from the project

minus AID funded project expenses. This would ensure that the reflows are.
 
being invested in the project and force more proactive 

6. 	Penney foundation has been a quasi-philanthropic organization relying on 
donations & grants. this project has put them into the position of a financial
 
intermediary. This means that a new attitude will have to be taken
 

a. 	While it is true that coffee is probably the most stable and sure 
investment for the beneficiaries and therefore most profitable, the 
foundation must realize that it is really cashflow not profitability that /.5 -j IV/ 7te) Ld&1 
is at stake in this project. .', Vi. 

b. They have been very closely tied with the beneficiaries due to the nature 
of the organization and its goals. As a result the foundation has boeu- ..--. 19Qc_ j.uAJ,. 

p pushing feFmore coffee .p.-t-iag. because it is so profitable. However,
what is profitable for the beneficiaries is not what maybe best for the 
foundation. The foundation does notEthe profits of the land -- only 
the interest payments on the land purchase agreement and the production 
credit interest. As a result they must have an attitude that planiing 
must be long-term. As with many non-profit organizations the planning . 
horizon is usually only a short-term one year affair. This ject Is-I if. 
vital that planning be done on a longer-term basis, the variability and 
uncertainty involved in heavy reliance on permanent crops dictates that. 

7. 	Original project design didn't include infrastructure costs 'now the foundation P -v
 
uiahzsto build houses, schools and processing plants witK project funds
 

8. 	 Lending at 12 percent - inflation is 15% or more 
4. Consequences 

a. consequences . -
I ev urchase no more Ian Mthout further investment they will not be able
 

to meet certi icate payments.
 
2. Tables include a sumsasheet with cash flow information. Key are the last two'".,
 

items on the second pages - yearly cash flow and cumulative cash flow
 
3. 	The rest is a breakdown of the cashflow anlaysis for this project. 
4. 	Definition - Curr 

a. 	Current funding level - Status quo - AID only funds specific costs not 
including infrastructure, certificate principal & interest some equipment
 
such as jeeps
 

b. 	AID. funds all costs - AID would amend agreement to pay not only specific
 
costs but to include the aforementionedk uded it. .-.C.A.. 4'.4t
 

5. 	Appendix includes the full project worksheet use in deriving the cash flow
 
analysis
 

a. 	Includes phase in of projected land purchase 
b. 	Includes phasein of land integration into production over a period of time 
c. 	 Includes phase in of credit needs both for land purchase and for production 

.//?
 



credit for the project 	 ' v'-
5. Alternative Solutions 	 . 

a. Spreadsheet Summary & definiti 
1. Price/Hectare - derived 	 :o..,osts paid 

from actual costs 
back-solving i.e. finding out how much land can be purchased and still remain 
profitable 

2. Hectares bought per year' 1 vTi _'ed 	 incurred projected by 

3. Cumulative hectares purchased - self-evident 
4. Cash inflows - inflows from the project to the foundation 

5. Production credit interest - interest on all production credit loaned 
6. 	Production credit ,rincipal - self evident 
7. Land sales down payment - the down payment paid by the beneficiaries prior to 
-sale 

8. Land sales principal & interest - self evident 
9. 	Cash expenses - these are broken down into AID funded - specific costs as 

detailed in definitions -- and Counterpart funded - those costs paid by the 
foundation through reflows and other sources 

10. 	Note that After 1992 ALL expenses will be counterpart funded as AID project 
will end 

11. 	 AID funded 
12. 	Cash purchase of land - half of the land purchase price is paid in cash and 

half is paid in a guarantee certificate that is repaid over a three to five 
year time period currently a 12 percent interest. 

13. 	Production credit loans - outflows for production credit on both short-term and 
permanent crops 

14. 	 Administrative costs - direct administrative costs of the foundation to the
 
project, 
 1 

16. 	Technical assistance - salaries for technicians and agronomists helping with 
the farms purchased - presently includes one technician per farm and I 
agronomist per approximately three farms 

17. 	Counterpart funded - those costs not covered by the AID agreement - after 1993 
would include all costs 

18. 	 Certificate principal and interest - see explanation above 
19. 	 equipment(jeeps) - one per agronomist A.]- . 
20. 	Infrastructure - schools, processing plants, and buildings - see full worksheet 

in appendix a for detail 
21. 	 Cash flows
 

Caslnflows - total cash inflow from project
 
22. 	Cash outflow - total and broken down into aid funded and counterpart funded 
23. 	Net cash flows - total net cash flow from project (total cash inflow - total
 

cash expenses)
 
24. 	Above AID funded expenses net cash flow from project - AID specific expenses 

Above Counterpart funded expenses net cash flow from project - Counterpart 
funded expenses 

25. PAGE 2 
26. 	Net foundation cash position 
27. 	Cash position (Beginning of Year) = cash available at the star Wthe year 
28. 	Net cash flow (Net income from the project over the year) 
29. 	AID grant assuming AID funds net cash expenses then this would be calculated as 

follows: if the net cash flow is negative the AID grant would match the loss, 
otherwise the AID grant would be zero for the year) 

30. 	Cash position after grant = net cash position beginning of ,ear + net cash flow 
+ grant 

31. Counterpart funded expense = total from counterpart funded expenses on page 1 




