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Amendment #2 
PROGRAM ASSISTANCE 
APPROVAL DOCUMENT 2. Country: TANZANIA 

(PAAD) 3. Category: Private/Financial Sector Assistance 

4. Date: 08/30/94 

5. To: Paul Morris, Acting Mission Director 6. OYB Change Number: N/A 

7. From: Patrick C F uret, Project Development 8.OYB Increase: N/A
Officer 

Of e To be taken from: 

9. Approval Requested for Commitment of $10,000,000 10. Appropriation Budget Plan Code 
72-114/51014 GSS4-94-2162 _KC43W
 

11. Type Funding 12. Local Currency Arrangement 13. Estimated Delivery Period 14. Transaction Eligibility Date 

01 Loan W Grant 0 Informal R Formal 0l None 10/94 - 12/96 Upon Fulttient atConditions 

15. Commodities Financed 

This is a sector assistance grant. However. because dollar tracking is required, the Governmnt of Tanzania has agreed to use the funds far commodity uirocurerrren fri Code 935 
countries by private individuals and commercial firms. A negative list of goods disallowed tr procrirenent using A I D grant funds will restrict trrOcuielnvl windi,ilhe giant 

The Mission Controller has reviewed and approved the methods of implemeritation and tinaiiciii contained herein. including te inaoahenirent nt local crrency unilderthe Pilririan 

16. Pe ilt Source ii ESlraeit Soloce 

U.S. Only ti S 55.000.000 

Lined F.W. hsllqiSiiirild Cortrluws $ia., oor 

Free World $10,000,000 1 ocal 
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Summary Description
4 

(PAAD Amendment #2 Facesheet, Block 18) 

I. 	 Introduction. The attached FY 94 PAAD Amendment 2 describes a non-project 
sector 	assistance cash transfer involving planned obligations and disbursements of
$40,000,000 in program funds over a three-year period, based on certain policy changes in
the financial sect6r in Tanzania, as reflected below, and a iclated $20,000,000 support
project 	to be obligated over a six-year period, to fund project activities until the Project
Activity Completion Date (PACD) of December 31, 1998. The following description

outlines the non-project assistance component of the overall Program and refers, where
 
necessary, 
 to elements of the project component. For a more complete description of the
project activities, refer to Section IV of the PAAD and the separate Project Authorization. 

II. 	 Program Goal and Purpose. The GOAL of the FED Program is to stimulate 
income increases in Tanzania. The PURPOSE of the FED Program is to foster income
earning opportunities for the un- and under-employed by stimulating private enterprise
growth. This purpose will be accomplished (a) by helping to establish a financially sound
and diverse financial sector capable of meeting the challenges posed by the move to a market 
economy; and (b) by helping to mobilize a private sector response to the opportunities
created by the gathering pace of liberalization. 

III. The Second Amendment to the Program Grant Agrceement. 'l'he Second 
Amendment to the Program Grant Agreement, wlich shall be executed by the officer to
whom authority has beeii granted in accordance Will A.I.D. regulations and I)c lCgat ions of
Authority, shall containi the follwiiuc essential temis an1d collditions, togellher with such ollier 
provisions as such officer decmis necessiatv Or,ppropiatC: 

1. TIlrd Tranclie: Prior to the third traiichc of ic(;ranit, which shall be inl the 
amoutL of TCn Millioll U1.S. Dol lars (S1(0.000.000), lie (rantee shall, except 
as the parlics may otherwise a2ree in writijL, lturnish to A.I.I).. form andill 

substancc satisfaclory to A.I.1).. cvidence th:it the: 

(a) 	 Grautec: has adopted lwi lati l pr1ieriii ig a pri\'atc inisuranice 
industry to (YelIatc ald that 

(b) (Grantee ha,1S ;IdptCd a untlllic l. irm'kct deteriiiiiied exciiaiiLn,.c 
'alte: to10 tClili With1 e\vidCe1C. H 1 Min'and slu stn:lllCe satliSfatolrl'V 
to A.l.1). ihaIt the liakl, ,1' :li,,mii has: 

(c) 	 hecoiic stbjcCt to the amllded ik of l'aiinali[:t Act (it'.. that 
Ille Jaw has beell adteqICd: 



(d) completed its assessment of e Tfectiveness of the bank supervision 

and regulation process; 

(e) 	 initiated a second full-scale external bank examination; 

(f) 	completed portfolio reviews for the second of two financial 
institutions mentioned above 
(TIB,THB);
 

(g) 	initiated a secondary market ingovernment securities;
 

(h) 	ceased exercising its power to allocate credit;
 

(i) 	 implemented a discount policy consistent with its role as lender 
of last resort; and 

(j) 	 initiated interbank check clearing functions. 

2. 	 Special Local Currency Account: From the Special Local Currency Account 
an equivalent of not less than ten percent (10%) of the total dollar 
disbursements hereunder, calculated by using the highest official exchange rate 
permitted by the most current Foreign Exchange manual issued by tile 3ank of' 
Tanzania (13OT) in Tanzania on the dates deposits were Imad in the Special 
Local Currelcv Account, shall be made available to the IUSAIl) Operatillg 
Expense and lrouram Trust Fund for the Iporpt scs spec ifliCd in the Trust Fund 
Agreement between the GOT and USAII). Administration of such funds will 
follow the procedu rcs outlined in the Trust I'uncL Apreenient between the GOT 
and IISAII). 

3. 	 Special l)ollar Account: The Government of'The IInitedI Relpublic of 'I'anzania 
agrees that any interest earned Ol funds in the Special I)ollar Account (to e 
opened) slall he i to the Government of tile tI nlite.d States.mLurletld 

Alternatively, the parties may ag'ce i :olieehod of direct dlisbilrsemii ol 
gl',lt proceeds IWtihe I JItiCd States in paymclt of cetalin debtcl or o ler 
obligationsofl (;tGecnment of The lailnted Republic of Tlvlamia. 1ISAII) 

will issue a progralv implemcntltioan letter to pro\'idc instructions t elfcctimw 
payilement to the I hnitled Stales fl, carlcd or onally interest the altcrla1ti've direct 
lislurscniltit iietlod. 

IV. Closing Sta1tlllnt. Ihis FYQ)- lF') IPAA) Aicndtnimit #'2 is : lacc sheet 
amendmnlc. All othcr Contents of the oriinal FY92 .'l) rlemain valil lor the 1:1-1) 
Program, uInless pIv otiOs! v aLendC(l. 


