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ARTICLE I. Purpose of the Amendment
 

This Third Amendment to the Program Grant Agreement (the "Third
 

Amendment") is entered into to amend the Program Grant Agreement
 

(dated 26 August 1988), its First Amendment (dated 28 September
 

1990), and its Second Amendment (dated 31 August 1992) to increase
 

the level of funding by Seven Million Five Hundred Thousand United
 

States Dollars ($7,500,000) and to add certain additional terms and
 

set below, further described in the
conditions as forth as 

Amplified Program Description (Annex 1) to this Amendment. The
 

method of disbursement and conditions applicable to funds
 
not changed by this
previously obligated under this Program are 


Third Amendment.
 

ARTICLE II. Purpose of Additional Funds 

A. For the purpose of assisting the Grantee to implement certain
 
incomes overcoming
reforms intended to increase rural by 


constraints to exporting non-traditional agricultural exports, such 

reforms to be supported by providing the Grantee with additional
 

foreign exchange resources, the United States, pursuant to the
 

Foreign Assistance Act of 1961, as amended, hereby grants to the
 

Grantee an additional amount of up to Seven Million Five Hundred
 

Thousand United States Dollars ($7,500,000). The total Grant,
 

of funds granted by this Third Amendment and the
consisting 

original Grant Agreement and its First Amendment, amounts to Forty
 

Million United States Dollars ($40,000,000).
 

B. Subject to the availability of funds, it is the intention of
 

A.I.D. to further provide an additional Six Million United States
 

Dollars ($6,000,000) under the program, thereby bringing the total
 

amount of the program to Forty Six Million United States Dollars
 

($46,000,000).
 

ARTICLE III. Disbursement of Additional Funds 

Upon satisfaction of the Conditions Precedent set forth in Article 

V, Section 5.1 below, and following the written request of the 

Grantee, A.I.D. will disburse the additional funds granted by this 
event that further funds are madeThird Amendment. In the 


intended through a further Amendment to the Program
available as 

Grant Agreement, the Conditions Precedent set forth in Article V,
 

Disbursements will be made into
Section 5.2. below, shall apply. 

a separate dollar account to be designated by the Grantee pursuant
 

this Third Amendment. Such funds may not be
to Article VII of 

commingled with any funds from A.I.D. or any other source, and will
 

be used only for the purposes set forth in Article VIII below.
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AIRTICLE IV. 
 Terminal Date for Requests for Disbursements
 

Except as A.I.D. may otherwise agree in writing, the Terminal Date
for Requests for Disbursements of the additional funds granted
through this Third Amendment shall be 30 September 1994. 
 In the
event that the 
Grantee has not requested disbursement of the
additional funds provided through 
this Amendment by that date,
A.I.D. may terminate this Third Amendment by written notice to the
 
Grantee.
 

ARTICLE V. 
 Conditions Precedent to Disbursement
 

Section 5.1. Conditions Precedent to Initial Disbursement
 

Prior to the disbursement of the additional funds granted by this
Third Amendment, or the
to issuance by A.I.D. of 
documentation
pursuant to which disbursement will be made, 
the Grantee will,
except as the Parties may otherwise agree in writing, furnish to
A.I.D. in form and substance satisfactory to A.I.D.:
 

5.1.1.
 

evidence that an institutional framework proposal, relating to
export and investment development 
and meeting criteria set
forth in the Amplified Program Description attached as Annex
1 to this Agreement, has been presented at appropriate levels
 
in Government;
 

5.1.2.
 

evidence that the trade certification system is operating as
designed and described in relevant agreements with the World
 
Bank; and
 

5.1.3.
 

the results of an analysis of regulations and statutes

affecting the production and marketing of exports, discussing
the extent to which each regulation and statute impedes or
 
promotes trade.
 

Section 5.2. Conditions Precedent to Subsequent Disbursement
 

Prior to the disbursement of the additional funds 
described in
Article II, Section B, above, or to the 
issuance by A.I.D. of
documentation pursuant to which any such disbursement will be made,
the Grantee will, except 
as 
the Parties may otherwise agree in
writing, furnish to A.I.D. in form and substance satisfactory to
 
A.I.D.:
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5.2.1.
 

evidence that an institutional framework, meeting 
the criteria
 

referred to in Section 5.1.1 above, is in place;
 

5.2.2.
 

system continues to
trade certification
evidence that the 

operate as designed and described in relevant 

agreements with
 

the World Bank; and
 

5.2.3.
 

for modifying
a time-phased strategy,
evidence that 

that impede trade, referred to in
 regulations and statutes 


Section 5.1.3 above, has been presented to appropriate 
levels
 

in Government for decision.
 

Section 5.3. Notification
 

each of the relevant Conditions
 When A.I.D. has determined that 


Precedent specified above has been met, it will 
promptly notify the
 

Grantee by Implementation Letter issued pursuant 
to Section 9.1 of
 

the original Program Grant Agreement.
 

Terminal Dates for Meetincr Conditions Precedent
Section 5.4. 


If all the Conditions Precedent set forth in 
Section 5.1 of this
 

or such later
 
Third Amendment have not been met by 30 June 

1993, 


date as A.I.D. may agree in writing for any 
or all such Conditions
 

Precedent or parts thereof, A.I.D. may terminate 
this Agreement in
 

in part by written notice to the Grantee.
whole or 


ARTICLE VI. Requests for Disbursement 

This provision is the 
Agreement Amendment, 

same 
dated 

as 
28 

Article 6 in the 
September 1990 

First 
(the 

Grant 
"First 

Amendment"). 

ARTICLE VII. Separate Dollar Account 

Article 7 in the First Amendment,
same as
This provision is the 

except that with respect to funds provided by A.I.D. under this
 

"to designate or establish"
the words are
 

substituted for the words "to establish" (in the 
first sentence of
Third Amendment 


and the words "designated or established" are
 
Article),
that 

(in the third sentence of
 substituted for the word "established" 

The parties agree that the Separate Dollar Account
 that Article. 


used for the deposit of the funds under the 
First Amendment shall
 

continue to be used for the deposit of grant funds 
under this Third
 

A.I.D. may otherwise agree in writing.
Amendment, except as 
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ARTICLE VIII. Utilization of Proceeds
 

Section 8.1. Permitted Uses
 

8.1.1.
 

The dollar grant funds disbursed into the Separate Dollar Account
 

referred to in Article VII will be utilized only for the following
 

purposes, in amounts to be agreed by the Parties:
 

sales of foreign exchange through the Grantee's foreign
(a) 

exchange auction;
 

commodities from
(b) importation of petroleum and other 

countries included iD A.I.D. Geographic Code 935 with dollars
 

foreign exchange
made available other than through the 


auction;
 

service of debt owed to the U.S. Government;
(c) 


multilateral
(d) service of debt owed to the IMF or 


development banks; and
 

(e) such other utilization as the Parties may agree to in
 

writing.
 

8.1.2.
 

in the First Amendment.
This provision is the same as Section 80*1.2 


Section 8.2. Prohibited Uses
 

This provision is the same as Section 8.2 in the First Amendment.
 

ARTICLE IX. Local Currengi
 

Section 9.1. Deposits of Local Currency
 

Under Section 6.1. of the original Program Grant Agreement, the
A. 

Grantee already has established a Special Local Currency Account in
 

the Bank of Uganda for deposit therein of local currencies accruing
 
to deposit or have
under this program. The Grantee agrees 


the Local
purchasers of foreign exchange deposit into Special 


Currency Account local currency generated from the use of dollars
 
8.1.1(a) and
provided for the purposes set forth in Sections 


8.1.1(b) above, as well as local currency otherwise provided by the
 

total amount of local currency provided
Grantee, such that the 

pursuant to this Third Amendment is the equivalent of at least Two
 

Million Five Hundred Thousand U.S. Dollars ($2,500,000). In the
 

event that further dollar grant funds are provided, as anticipated
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in Article II.B above, an additional amount equivalent to at least
 
$000,000 (Two Million U.S.'Dollars) shall be deposited.
 

B. The deposits referred to.in Section 9.1.A above shall occur in
 
the .ase of local currency generated from the use of dollars for
 
the purposes set forth in:
 

(1) Section 8.1.1(a), within 60 days after the sale of the
 
dollars through the foreign exchange auction,
 

(2) Section 8.1.1(b), within 120 days after the arrival in
 
Uganda of the petroleum, if the commodity is petroleum, and
 

(3) Section 8.1.1(b), with respect to non-petroleum
 
commodities, as agreed by the Parties in writing.
 

C. The date of deposit of any counterpart funds required as a
 
result of the use of dollars for the purposes set forth in Sections
 
8.1.1(c), 8.1.1(d) or 8.1.1(e) shall be agreed by the Parties in
 
writing.
 

D. During the course of the implementation of this program, the
 
Grantee shall consult with A.I.D. from time to time, especially
 
with respect to uses of dollars falling under Section 8.1.1(e)
 
above, to identify proposed uses of dollars which compel the
 
generation of local currency to be deposited into the Special Local
 
Currency Account. Such uses shall compel such deposits by the
 
Grantee even if they occur after the Grantee has satisfied the
 
minimum requirement for the deposit of local currency under this
 
Third Amendment, as set forth in Section 9.1.A above.
 

Section 9.2. Utilization of Local Currency
 

All deposits into the Special Local Currency Account made pursuant
 
to this Third Amendment shall be utilized in the same manner as
 
specified in the original Program Grant Agreement and for the
 
purposes set forth in Annex 1 to this Third Amendment.
 

Section 9.3. ExchanQe Rate
 

The calculation of the amount of each deposit of local currency
 
required under this Third Amendment shall be made by using the
 
highest exchange rate of Ugandan Shillings to U.S. dollars that is
 
not unlawful in Uganda.
 

ARTICLE X. Reports, Books, Records, and Inspection
 

This provision is the same as Article 10 in the First Amendment,
 
except that the Grantee shall also arrange to have the banks
 
holding the Separate Dollar Account and the Special Local Currency
 
Account send directly to A.I.D. copies of the monthly statements
 
provided to the Grantee for these Accounts.
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ARTICLE XI. Redeposit of Funds
 

This provision is the same as Article 11 in the First Amendment.
 

Prorram Covenants
ARTICLE XII. 


The Grantee hereby covenants that:
 

Financial System Development
Section 12.1. 


Uganda shall adhere to all existing and future commitments, 
entered
 

into with the IMF and the World Bank, regarding 
financial system
 

reform and development, including foreign exchange and payments
 

system reform and development.
 

Section 12.2. Privatization Issues
 

the World
 
Uganda shall continue to meet its commitments made to 


Bank with regard to privatization matters, involving both the
 

larger issue of parastatal privatization and those 
matters related
 

to the Departed Asians Property Custodian Board.
 

Section 12.3. Information on the Economy
 

The Government of Uganda (the "GOU") will make available 
to A.I.D.
 

on a monthly basis, upon reasonable request, 
current data on (1)
 

fiscal performance, (2) monetary performance, (3) the balance of
 

payments, and (4) the GOU's assessment of peTformance 
with respect
 

shall be provided

to any existing IMF arrangement. These data 


solely for the internal use of A.I.D.
 

Ouarterlv Consultations
Section 12.5. 


discuss matters
 
The GOU shall meet with A.I.D. quarterly to 


relating to the overall ANEPP program objectives. 
The agenda for
 

such meetings shall be agreed upon jointly by 
the Parties.
 

Annex 1and Extension of Terminal Dates
 ARTICLE XIII. Revised 


Section 13.1. Revised Annex 1
 

to this Third Amendment supplements Annexes 1 to the
 
Annex I 


and to the First Amendment and applies

original Agreement 

exclusively to resources provided under this 

Third Amendment.
 

Section 13.2. Terminal Dates
 

The Terminal Date for Disbursement of Grant Funds provided under
 

this Third Amendment shall be 31 March 1995, unless 
A.I.D. agrees
 

otherwise in writing.
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Provisions of Original Acgreement and Amendment 
ARTICLE XIV. 


Except as otherwise provided herein, all provisions 
of the original
 

1988), of the First
 
Program Grant Agreement (dated 26 August 


and of the Second Amendment
September 1990),
Amendment (dated 28 

(dated 31 August 1992) shall continue in full 

force and effect with
 
Without limiting the
 

respect to funds previously obligated. 

6, 8, and 9 of the original Program Grant
 

foregoing, Articles 

Agreement shall apply as well to the terms of 

this Third Amendment.
 

FOR THE GOVERNMENT OF
 FOR THE GOVERNMENT OF 

THE UNITED STATES OF MERICA
 THE REPUBLIC OF UGANDA 


Keith W. 8herp r
Jehoash Mayanja-Nkangi 

USAID Mission Director
Minister of Fipance and 


Economic Planning
 

DATE: &~ ~DATE: 
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ANNEX I
 

Amplified Program Description
 

The Agricultural Non-traditional Export Promotion Program 
(ANEPP)
 

in 1988 to provide support to Uganda, with the
 
was established 

purpose of increasing Uganda's non-traditional exports.
 

in 1990 and 1991, ANEPP was amended to provide
Subsequently, 

Although the mode
additional resources in support of its purpose. 

(Commodity Import
of balance of payments support shifted from CIP 


Program) to cash transfer, the focus of the program remained on
 

assisting the GOU (Government of Uganda) to liberalize the policy
 
influencing the non-traditional exportand regulatory framework 

sector. Since that amendment, Uganda has made significant strides 

in improving the broad macroeconomic framework, including
 
into place an increasingly
stabilizing the economy and putting 


Indeed, recent analyses of the
liberal trade and payments regime. 

to further development of the non-traditional export
constraints 


cite not macroeconomic, but more sector-specific policy,
sector 

regulatory, and institutional constraints as being more binding.
 

amendment is intended to

The conditionality included in this 


extend GOU reforms in the following areas: (1)
reinforce and 

development of a sound institutional framework to support effective
 

promotion of non-traditional exports; and (2) improvements in
 
such that barriers to
regulations and statutes affecting trade, 


export activity are substantially modified. It is understood by
 

the Parties that the references in Article V of this Agreement to
 

"appropriate levels in Government" is intended to refer to levels
 

above the ministerial level. In addition, the amended program
 

contains program covenants that include: (1) an adherence to World
 

Bank and IMF reforms in the financial system, including in that
 
system; and (3)
definition the foreign exchange and payments 


on progress
regular reporting to and consultations with A.I.D. 


toward broad macroeconomic and more sector-specific objectives.
 

USAID and the GOU agree on some key criteria for the sound
 

institutional framework alluded to in the preceding paragraph.
 

are three primary functions in such a framework, including
There 
 and
export policy analysis and development, export promotion 


support, and a broader investment promotion and support function.
 

First, each element of the framework that emerges should have
 

clearly defined responsibilities. Second, each element should also
 

have clearly defined linkages, reporting and otherwise, with other
 

elements. Third, the institutional elements should be outside the
 
individual government
civil service, and not under the wing of 


there should be clear provision for
ministries. Finally, 

interaction, at both policy and implementation levels, between this
 

or producer
framework and various truly private sector exporter 


associations.
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In support of policy, regulatory, and institutional changes
 

undertaken, A.I.D. will provide the GOU with balance of payments
 
for: (1) support for Uganda's foreign
support that may be used 


exchange auction system; (2) importation of agreed-upon
 

commodities, (3) service of agrecd-upon U.S. or multilateral debt;
 

such other uses as A.I.D. and the GOU may agree in writing.
and (4) 
also provides project
In addition, the overall ANEPP program 


This project
assistance in support of the purposes of the program. 

provide technical assistance
assistance will, inter alia, to
 
entities that are responsible for
government and private sector 


promoting investment in and exports from Uganda, as well as provide
 

technical and other assistance to economic actors that are directly
 

participating in the export drive.
 

Besides the access to balance of payments support, the GOU realizes
 
the GOU also has access to local currency
that through ANEPP 


sale of foreign
resources, when these are generated through the 

or when they are otherwise deposited in accordance with
exchange 


this Agreement. With an eye to supporting the purposes of ANEPP
 

and assisting the GOU to pursue sound fiscal policy objectives, any
 

local currency resources that are deposited under this program
 

shall be jointly programmed by the Parties. Local currency
 
the balance of payments
resources equivalent to ten percent of 


support shall be made available to USAID to assist in defraying its
 

administrative expenses, in accordance with tho ex1uting Trust Fund
 

Agreement.
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