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1.0 INTRODUCTION

The Supplier’s Credit Agreement between the Government of the Republic of Ghana
and the Federal Republic of Brazil for an amount of Ninety-Five Million, Four Hundred
and Ninety-Five Thousand United States (US$95495,000.00) to finance the
Establishment and Strengthening of Agricultural Mechanisation Service Centres
(AMSECs) was presented to the House on Monday 24" September, 2018 by the
Honourable Minister responsible for Finance, Mr. Ken Ofori-Atta.

Pursuant to article 103 of the 1992 Constitution and Orders 169 and 171 of the Standing
Orders of the House, the agreement was referred to the Committee on Finance for

consideration and report.

The Committee subsequently met and discussed the Agreement with the Leadership of
the Committee on Food, Agriculture and Cocoa Affairs, the Deputy Ministers for Food and
Agriculture, Hon. Dr. Sagre Bambangi, Hon. Kennedy Osei-Nyarko and Hon. George
Boahen Oduro, Deputy Minister for Finance, Hon. Mrs. Abena Osei-Asare as well as

officials from the Ministries of Finance and Food and Agricuiture.

The Committee hereby submits this report to the House pursuant to the Standing Orders
of the House.

The Committee is grateful to the above-mentioned Honourable Deputy Ministers and
officials for attending upon the Committee.

2.0 REFERENCES

The Committee referred to and was guided by the-following documents infer alia during its

deliberations on the Agreement:
» The 1992 Constitution of the Republic of Ghana

» The Standing Orders of the Parliament of Ghana



= The Public Financial Management Act, 2016 (Act 921)

= The Budget Statement and Economic Policy of the Government of Ghana
for the 2018 Financial Year.

3.0 BACKGROUND

Cabinet by a letter dated 10t October 2014 and numbered OP/CA8/V2 granted approval
for a Joint Memorandum by the Ministers for Food and Agriculture and Finance on a
Supplier's Credit of Ninety Five Million, Four Hundred and Ninety-Five Thousand United
States Dollars (US$95,495,000.00) for the establishment of Agricultural Mechanisation
Centres (AMSECS) in the country.

The Credit Facility was extended to the Government of Ghana by the Government of the
Federal Republic of Brazil under its “MORE FOOD AFRICA PROGRAMME" for the supply
of a range of agricultural machinery and equipment from Brazil to boost agricultural

mechanisation in Ghana.

On 27t January 2011, the Government of Ghana signed a Technical Cooperation
Agreement with the Brazilian Government under the Braziian MORE FOOD
INTERNATIONAL PROGRAMME (MFI). The Brazilian Foreign Trade Chamber's Board
of Ministers (CAMEX) approved a line of credit in the amount of US$95,495,000.00 to be

dishursed in three tranches as follows:

1st Tranche: US$35.495 million
20d Tranche: US$30.00 million
31 Tranche: US$30.00 million

40 PROJECT OBJECTIVE

The objective of the Project is to strengthen the operations of Agricultural Mechanisation

Services Centres (AMSECs) and support the creation of new AMSECs with the view to
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improving agricultural productivity and invariably increase the incomes of smallholder

farmers and to create jobs for the youth.

5.0 TERMS AND CONDITIONS OF THE LOAN

The repayment of the Supplier's Credit Agreement is through Letters of Credit. The

Government of Ghana assumes the following payment obligations:

i Credit Amount of US$95,495,000.00

i. Fixed Interest rate of 0.50% p.a. to be paid semi-annually for 30
consecutive instalments

ifi.  First interest payment occurring 6 months from the date of shipment of
each consignment

iv.  Repayment of each principal value of the Letter of Credit in 21
consecutive semi-annual instalments; and

v, First principal payment due on the sixtieth (60t} month counted from the

date of each shipment of goods

6.0 OBSERVATIONS

6.1 Executive Approval for First Tranche

Due to several delays in utilising the credit line, Parliamentary approval was not sought
because the Government in 2014 was in the process of entering into an arrangement with
the International Monetary Fund (IMF) which disrupted the Ministries of Finance and Food

and Agriculture from processing the memo to Parliament.

The Committee was informed that delays in the process of entering into the IMF
Programme in 2014 had the potential to affect the deadline for the expiration of the Credit
Facility in October 2014. Due tfo this, an Executive Instrument with reference number
OP/CA.1/V5 dated December, 2014 was issued by His Excellency the President and
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requested the Honourable Minister for Finance to issue a Letter of Credit to enable the
Ministry of Food and Agriculture to import the equipment for the implementation of the

programme.

Consequently, the Ministry of Finance instructed the Bank of Ghana to issue the Letters
of Credit in favour of the Brazilian Manufacturers and Suppliers to a tune of Thirty Two
Million, Three Hundred and Sixty-Six thousand Two Hundred United States Dollars
(US$32,366,200.00) as drawn down under the first tranche for the supply of the

agricultural machinery and equipment from Brazil.

The Committee thus notes that there has been a drawdown of US$32,366,200.00 from
the facility, leaving balances of Thirty-Two Million, Three Hundred and Ninety-Five
Thousand, Four Hundred and Eighteen United States Dollars and Forty Cents
(US$32,395,418.40) and Thirty Million, Seven Hundred and seventy-Three Thousand,
Three Hundred and Eighty-One United States Dollars and  Sixty-Cents
(US$30,733,381.60) for the second and third traches respectively.

As to what was done with the funds drawn down, the Deputy Minister for Food and
Agriculture, Hon. George Oduro informed the Committee that upon assuming office, the
present government looked into the matter and found that the tractors and equipment
under the first tranche were indeed and in fact received by the Ministry of Food and
Agriculture and put to use by farmers in the country. He assured the Committee that there
was no problem with the receipt of the equipment as they had all been received and

deployed for use in the country.

The Committee took a dim view of the situation and admonished the Ministry of Finance
to desist from entering international transactions without prior approval by Parliament,
However, the Committee determined that the House has authority to approve the entire

amount and so recommends same to the House.
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6.2 Brazilian Suppliers

The Committee noted that under the Credit Facility, the underlisted Brazilian Suppliers
with the support from the Brazilian Export Finance Program to support the establishment
and strengthening of Agrciultural Mechnaisation Services Centers (AMSECs) would be
supplying the project equipment:

Frontiers WTA (Worldwide Trading AgroMachinery)
AGCO do Brasil Solucoes Agricolas Ltda-CANOAS
AGCO do Brasil Solucoes Agricolas Ltda-MOGI
CNH Industrial Brasil Ltda

AGCO do Brazil Comercio E Industria Ltda

Valtra do Brazil Lida

Ipacol Maquinas Agtiolas Ltda

T o

- ® a o
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Cotia Commercial Exportadora e importadora SA; and

i, John Deere Brasil
6.3 Report on the Performance of 15t Tranche

An amount of US$32,366,200.00 was drawn down by the Government of Ghana in 2014
under the first tranche for the supply of agricultural machinery and equipment from Brazil.
As per the terms of the Facility, the Ministry of Finance through the Bank of Ghana issued
irrevocable letters of credit in favour of the Brazilian suppliers. The Ministry of Food and
Agriculture took delivery of the machinery and equipment between May 2016 and
December 2016.

The Government of Ghana at the time, in a bid to make the machinery and equipment
more accessible to farmers and mechanisation service providers, provided a subsidy rate

of about sixty percent (60%) on the machinery.

Sales of the machinery and equipment to farmers and mechanisation service providers

has been ongoing since September 2016.



Attachment: Please find attached as APPENDIX | a list of the beneficiaries of the

machinery and equipment.
6.4 Recoveries from Beneficiaries

The Committee was informed that over ninety percent (90%) of the machinery and
equipment received have been allocated to beneficiaries across the country either on
outright payment or on hire purchase terms. Recovery rate from beneficiaries stood at

over eighty-seven percent (87%) as at July 2018,
6.5 Subsidy for 27 and 31 Tranches

The Committee observed that in a bid to make the machinery and equipment more
accessible to farmers and individuals to enable them engage in the provision of affordable
agricultural mechanisation services, the Ministry of Food and Agriculture has approved a
subsidy rate of forty percent (40%) to be applied on the sale of the machinery and

equipment to beneficiaries under the 2nd and 3 tranches.

As to why the subsidy rate has been reduced from 60% on the 1¢ tranche to 40% on the
2nd and 34 tranches, officials of the ministry of Food and Agriculture explained that the
Ministry took the decision being mindful of the huge cost of subsidy to government as well -
as other interventions that government has put in place lately to assist farmers such as
50% subsidy for fertilisers and 50% subsidy for seedlings. It was explained that these
interventions would adequately compensate farmers for the reduction in the AMSECs

subsidy rate.
6.6 Machinery and Equipment to be imported

The Committee observed that diverse machinery and equipment would be procured under
the 2nd and 31 franches of the facility to provide more Agricultural Mechanisation Services

Centres and fo strengthen some of existing ones.

Attachment: The list of the particular machinery and equipment to be imported is
attached to this Report and captioned APPENDIX II
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6.7 Support for Government’s Agricultural Strategy

The Committee was informed that the high cost of capital in the country has made it
unattractive for the private sector and farmers to invest in agricultural mechanisation
services. The situation coupled with the low machinery population has the tendency to
cripple the Government's flagship “Planting for Food and Jobs” Programme, especially if
farmers are unable to have timely access to appropriate machinery and equipment for

extensive land preparation and other farming operations.

There is therefore the need for Government to expedite the necessary action for the
importation of the machinery and equipment under the 2¢ and 3% tranches of the Facility
so as to enhance the provision of mechanisation services to farmers in the country for

enhanced agricultural production and productivity.

7.0 CONCLUSION

The Committee has thoroughly considered the Agreement and finds that its approval is
necessary for the acquisition of machinery and equipment to enhance the provision of

agricultural mechanisation services in the country.

The Committee therefore respectfully recommends to the House to adopt this report and
approve by resolution, the Supplier's Credit Agreement between the Government of
the Republic of Ghana and the Federal Republic of Brazil for an amount of Ninety-
Five Million, Four Hundred and Ninety-Five Thousand United States
(US$95,495,000.00) to finance the Establishment and Strengthening of Agricultural
Mechanisation Service Centres (AMSECs) in accordance with article 181 of the 1992
Constitution of the Republic of Ghana.

Res

tully subrpitted.
AN P : .............. ...............

HON. DR. MARK ASSIBEY- MS. EVELYN BREFO-BOATENG
(CHAIRMAN, FINANCE COMMITTEE) (CLERK, FINANCE COMMITTEE)
26™ SEPTEMBER, 2018
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Annex 5: List of machinery and equipment included under 2nd tranche :

\
i U5$ FOB UNIT
Ne. Supplier/Exporter Marufacturer Frodud ary PRICE Pﬁif;;fgg %;:Léf COST
{BRAZIL)
Power Tillers 1000 5,572.77 $5.838.00 45,838, 030&3
AGRITECH LAVRALE S A Rotary Hoe TA42 100 2,376.38 2,512.00 2,512,000.00
MAQUINARID AGRIC bm ' Seedbed Vaker 250 612.06 . B47.00 161,750.00
COMPONENTES Eurcow Opener Cxm 223 30.00, 154 500,00
Reversible Plow 506 - RIS.08 92500 452, 500.00
Weeding Wheel 500 3814 403.00 201,500.00)
Leveling Whee! 0 5165 546 273,000.00
INDUSTRIA MECANICA KN ' :
(T6A ELANICA KNAPIK 1Row planter with fertifizer 500 L1677 1,432.00 716,000.00
Waunted Disc Plough 200 2,20.57 1,625.00 $525,000.00
Mounted Off-Set Dise Harrow| 120 392051 435500  $522,600.00)
BALDAN IMPLEMENTOS Mounted Ripperfordeep | 2083( 24000  $m0000
AGRICOLAS S/A ripping ;
Tractor rear blade 10 5931.08f . 650000 $56,000.00)
Traclor moumted sfasher plid) 3,343.69 |3, 790.00 379,000,00
FRONTIERS WTA [WORLDWIDE : No till planter {pneumatic} b4 23,0202 2510000 $502,000.00
L : ' ‘
TRADING AGROMACHINERY]  [PACDLMAQUINASAGRICOAS |, = % 52mes|  SS33|  $7,1660
, [RUACONSELHERD LARAYETTE, |LTDA ‘ _ _
525 B HUMBER 52 - CEP 0955 MAQTRON IMPORTACAD £ Trailers - 6tons & 523865 558332 $446,665.60
003 540 CAETANO DO SUL - EXPORTACAQ LTDA Teailer to Power tiflers 100 1,278.94 1353001 0 1,353.00000
-[SA0 PAULO - BRAZIL Mutti Crop Theesher m 730000 755634 | $755634.00
' KUHN-MONTANA INDUSTRIA DE [Mounted Boom Sprayer 50 249565 [ 46970 $234,885.00
MAQUINAS $/A Orchard Sprayer 20 4800]  sm7 $105,455.40
GUARANY INDUSTRIA E. : ' ‘
COMMERCIC LTDA. Motorised sprayers 4000 697.00 7415 $2,966,000.00
KUHN-DO BRASILS.A, : P :
! 3 185
IMPLEMENTOS AGRICOLAS Mechanlcal Planter 4-1ows % el M 5%,
HUMIL- JUSTIND DE MORALS Cereal harvester 30 33,528.19 | $35002.88 §1,052,785.40
IRMADS 5/A INaize sheiler 400 am0m| 2w 928, 720.00
- |rasa sraSILINDUSTRIA Engine Powered Sprinkler | 1028100 1060257]  mIon|
irrigation Kit , >
g {
g‘;’: ICAL ESTUFAS AGR'CQN Greenhouses ; T 728000 7,5000 750,000.00
INDUSTRIA DE IMPLEMENTOS . : -
AGRICOLAS VENCETUDD . {Seed Cleanerand Sortey 2 346000 : 3,710.00 7420000
IMPORTACO EXPORTACAO LTDA i
¥ : .
CROSKIANTARSS |oisies | 2 | o] seow|  momm
AGCO DO BRASIL SOLUCOES ~ [AGOO DO BRASIL SOLUCOES i ' ' . :
? |achitouss DA canGAs) AGRICOUAS LTDA fcanions] | 200" I 0| 0mm| SNMW [ 24600
AGCODOBRASILSOIUCOES  JAGCO DO BRASILSOLUCOES |- i ' :
3 JARIcOLAS [TOA(MOG)  |AGRICOUS L1DA {MOGY) Tractors ; % S000  SLM000[ . 19620000
. JCHi Industrial Latin America  JONHINDUSTRIAL : : ‘ . C
‘ o ndusteial Latin America ;ND: 1 LATIN AMERICA Tractors %0 2500000 2,500.00 2,565,000
GRAND TOTAL OF ITEMS omsn uunea m mmci;c MFl £32,3%,412.40
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