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Dated: June 6 ,  1990 

Fjr ?ecp!e ' S  Republic of Bangladesh ( "Granteem, 
'3an~lajesh G o v e r m n t '  or @9Xm ) 

F ie  United S ta tes  of America, acting through the 
h F n q  for Internat ioral  Deve iopn t  ( 'A.I .D. ' ) .  

Article 1: The Agreement 

The purpos  of t h i s  Agreement is t o  s e t  out the understandings 
of the par t ies  named above ('Parties') w i t h  respect t o  the 
undertaking by the Grantee of the Project described below, and 
w i t h  respect t o  the financing of the Project by the Part ies .  

Article 2: The Project 

SECTIUi 2.1. Definition of Project. The Project,  which 
is further described i n  Annex 1, w i l l  a s s i s t  i n  restructuring 
the cammercial banking system in  Bangladesh to  increase the 
productivity of cap i t a l  resources i n  econanic development. 
This w i l l  be accorplished by providing i echn i ca l  assistance,  
training ad canmodities t o  s t r e n g t k n  the Bangladesh Bank and 
the Nationalized Cammercial Banks (NCBs) and t o  support t h e  
Govermnt of Bangladesh program for  privatization of the 
D s .  ??x assistance w i l i  prornote, w n g  other things, use of 
f;exible inrilrect instruments fo r  implementing rrronetary policy, 
improved bank su,pervi sion, prof i tab i l i ty  of c m m r c i a l  banks 
and an increzsej share i n  banking sector a c t i v i t i e s  fo r  private 
banks. Tne prcipct  provides para l le l  f inawing for t h e  
Financial Sector Reforn. Prwran undertaken by the Bangladesh 
Government wk,ich includes a major credi t  f rm ,  the World 
!3ank/Iriterrtittionai Wveloprrent Associatior. ( I D A )  and addition& 
tech~ica :  zszistaice frcxr the International Monetary Fund. 

Withir, the limits of t.k above aefinit ior,  of the Project, 
elements of the anpl i f ied description stated i n  Annex 1 may he 
changd by written agreement of t.he authorized representatives 
of the Parties named i n  Section 8.2, without formal amendment 
of t h i s  Agreement. 



SKTION 2 .2 .  Incremental Nature of Project. 

( s i  A.I.D.'s contribution t o  the Project w i l l  be provided 
i n  i ~ r m n t s ,  the i n i t i a l  o m  being made available i n  
accar3mce w i t h  Section 3.1 of t h i s  Agreement. Subsequent 
~ n c r e m n t s  w i l l  ke subject  t o  the ava i lab i l i ty  of funds t o  
A. I .D.  fo r  t h i s  purpose, and t o  the m;itual agreement of the 
Parties,  a t  the t i m e  of a skbseq.~enL i n c r e n t ,  t o  proceed. 

( b )  K i t h i r ;  t,k overal i  Project .A.ssista'lce Ccapletiorr Date 
s t a t &  i n  t k2s  A~reement, A.I.D., base2 u p o ~  mnsul ta t ion  w i t k  
t r ~  G : a r . t e ~ ,  may s ~ c i f y  ir? Project Zmplemntation Let ters  
appropriate time periods for  the u t i l i za t ion  of funds granted 
by A.I .C.  under an individual increment of assistance. 

Article 3: Financing 

SECTICR4 3.1. The Grant. To assist the Grantee t o  meet the 
costs  of carrying out the  Project, A.I.D., pursuant t o  the 
Foreign Assistance A c t  of 1961, as amended, agrees t o  grant t h e  
Grar.tee under the terms of t h i s  Agreement an amount not t o  
exceed Six Million Unit& States  Dollars (U.S. $6,000,000) 
( 'Grant' ) . The Grant may be used t o  finance foreign exchange 
costs, as defined i n  Section 6.1, and local currency oosts ,  as 
defined i n  Section 6.2, of goods and services required fo r  the 
Project. 

SECTION 3.2. Grantee Resources for  the Project. 

( a )  The Grantee agrees t o  provide or cause t o  be provided 
for  the Pro- a l l  funds, in  addition t o  the Grant, and a l l  
other resources required t o  carry out the Project e f fec t ive ly  
and i n  a timely manner, as agreed u p n  by the Par t ies .  

(b) Resources provided by the Grantee for the  Project  w i l l  
be not iess than Fif ty-Eight Million ?Wo Hundred Thousand 
Bangladesh Takas (Tk. 58,200,000) or the equivalent of 
approxhdtely One Million Seven Hundred W l v e  Thousand United 
States  Dollars ($1,712,000), includirq  cost^ borne on a n  
'ir!-kind' basis. Ir, addit ion,  the Grantee is expected t o  
provide Eighteen Bi l l ion  Seven 2indred Nillior; Bangiadesh Takas 
iTk.18,700,00G,000) or the equivalent of approximately Flve 
Iicriirw2 Fif ty  Hillier, United States  !lo;lars ($550,000,000) t~ 
recapitalize the tJCBs ( the  sum includes the values of bonds not 
disbars& as  cash and the  m u n t  necessary t o  implement the M33 
technical a s s i s t m e  p r q r m  note3 above), a s s i s t  with 
bmgladesh Jute Mills Corporation (BTMC) and Bangladesh Ju t e  
Corporation (MC) debt service requirements, and reimburse the 
cost  of in te res t  r a t e  subsidies.  The recapitalization estimate 
w i l i  k revised as the detai led actions are  firmed up and the 
loan provisioning exercise  nears canpletion. ?he sum of these 
cor,tributions is well over twenty-five percent of t o t a l  costs 
of tk Financial Sector Reform Prqram. 



SZTIClh' 3 . 3 .  Project  Assiscanoe Carpletion Date. 

( a )  The Project Assistame C q l e t i o n  Date (*PACDm) for  
b i la te ra l  project a c t i v i t i e s  firanced under t h i s  Grant is 
August 31, 1995, or such s ther  &:e as  the Part ies  may agree t c  
ir; w r i t l , ~ .  I t  is the da te  by -&.ich the Par t ies  estimate that 
all services financed under tihe C-rmt w i l l  have beer; perfa-rmee 
and a l l  g d s  f inanced under t?. Zrmt w i l l  have bee:, f ~ r n i s h e :  
f o r  t-he Project as c o n t m p ? a t ~ -  I:. tl-.is Agreement. 

( b )  Except as A . I . D .  may orremise agree i n  writing, 
A.1.3. w i l l  not issue or  approw 6,xumntation which would 
authorize d i sb t ; r smnt  of the Gr&qt for services performed 
s u b s q x n t  t o  the P-43 or for ymds furnished fo r  the Project,  
G contemplated i n  t h i s  Agreemen:, subsequent t o  the PACD. 

(c) Requests for  d i s b u r s ~ n t ,  acrompanied by necessary 
supporting da-urnentation p resc r ikd  i n  Project Inpiementation 
Letters, are  t o  be received by A . I . D .  or any bank described i n  
Section 7.1 no l a t e r  than nine ( 9 )  months following the PACD, 
or s u c h  other period as A . I . D .  aqrees t o  i n  writing. After 
s q x h  period, A . I . D . ,  g iv i rq  notice in  writing t o  the Grantee, 
may a t  any time or times, reduce the w u n t  of the Grant by al l  
or any par t  thereof f o r  which reqxsts for  disbursement, 
acccmpnied by necessary supporting documentation prescribed i n  
Project Inplanentation k t t e r s ,  were not received before the 
expiration of said period. 

Article 4: Condition Precedent t o  Disbu.sement 

SECTION 4 .l. I n i t i a l  Diskrsement. Pr ior  t o  any 
disb~rsernent under the Grant, or t o  the issuance by A . I . D .  of 
d o c ' i n t a t i o n  p r s u a n t  t o  whick diskrsement w i l l  be made, the  
Grantee sha l l ,  except as A.I.D. my o t k r w i s e  agree i n  writing, 
furcisk t o  A . I . D .  i n  sa t isfactory form and substance: 

( a )  a statement of the n m  of the person holding or actinc 
ir, the off ice  of the Grantee s p c i f i e 3  i n  Section 8.2, and of 
b?y additional representatives, cogother w i t h  a specher; 
s i g ~ t c r e  of each person speciflec' i n  such statement. 

( b )  evidence that  the  Grar . :~ ant IDA have e x e c u t e  a ioar, 
agreemnt for 13k1s Financial Sector Credit and tha t  such 
agreement has becane ef fec t ive ;  and 

(c )  evidence that  the  Grantee, through the agency of the 
Baiigladesh Bank, has estabiishe? a Review Camnittee t o  oversee 
p r q r e s s  on a l l  aspects of the Pi.?srcial Sector Reform 
Program. Except as the Part ies  nay otherwise agree i n  writing, 
the Review Cammittee s h a l l  be e a i r e d  by the Deputy Governor of 
the Bangladesh Bank and its mmkrship sk l l  include the 
!%r,aging Directors of the  four M:ionalized Cunrrerciai m k s ,  
the Director sf the Bangladesh Ins t i tu te  of Bank Management 
(BIW,), representatives f r m  t k  b n i s t r y  of Finance, A . I . D . ,  

- IDA,  the International Monetary FxnS and the technical 



assistance tern leader. Official d c a m n t s  establishing the 
-ittee s.hal2 spcify camtttee functions arxl authorities to 
include review of technical &sist&?ce activities and progress 
t-rd meting I3h loan cond;::9%. 

S E i . 3 :  4.2. Notificatl~r.. 'rri~en A.I.D. has determined 
trat the condl:ion precede.?: -zified i n  .Sectior! 4.1 has been 
w t ,  it vil :  p : q t l , v  not i f? '  t-,F Grantee. 

SEEIOi 4 - 3 .  Wm,,inal >z-.es for 2onditior~ Precedent. If 
the condi tior. specified in Ser--lor. 4.3 has not teer, met within 
180 days frm t.w date of thrs Agreement, or such later date as 
A.I.D. may agree to in writiq, A.I.D., at its option, may 
cancei the t,her~ undisbursed K a e  of the Grant, to the extent 
not irrevocably cmitted to t;?ird parties, and may terminate 
this Agrewnt by written notice to Grantee. 

Article 5: Special Covenants 

SECTION 5.1. Project Evzluation. 

The Parties agree to establish an evaluatior! program as 
part of the Project. Except as the Parties otherwise agree in 
writing, the progrm, will incfade, during the implementation of 
the Project and at one or more points thereafter. Evaluations 
are expected to involve the following elements: 

(a) evaluation of progress toward attainment of the 
objectives of the Project; 

(b) identification and evcuation of problern areas of 
constraints which may inhibit such  attainment; 

( c )  assessment of how suck information may be used to help 
overcm swh problems; and 

(6)  evaluation, to the de2rse feasible, of the overall 
develoywnt irrpact of the P r o p % .  

SETICX 5.2. Project Co=~na!?ts 

Except as the Parties m y  otk-vise agree in writing: 

(a )  m e  Grmtee ski1 maixain and continue to implement 
financial policy reforms that are instituted, prior to and 
durirq t k  course of this Prczectr prsuant to the IiM. FSC loas 
agreement. 

(b) The Grantee shall enscrs that office space is provided 
by the Bangladesh Bank, the =, BIBM, and the Ministry of 
Firiance, as a~propriate, for bth long-term and short-term 
techriical consultants employe5 by the project's technical 
assistance prime contractor ark sutxontractors. 



(c)  The Grantee, w i t h  the assistance of the project prime 
contractor,  s h a l l  provide t o  A . I . D .  on a quarter ly  bas i s  
quant i ta t ive and qua l i ta t ive  information re la t ing  t o  its 
progress i n  achieving key project  benchmarks, i n  a format t o  be 
mutually agreed upon by project implementation l e t t e r .  

(d )  The Grantee s h a l l  provide t o  A.I.D. on a semi-annual 
bas i s  f inancial  reports on the Grantee's cash and in-kind 
contributions t o  the FSRP and t o  the technical ass is tance 
e f f o r t  financed under t h i s  Project,  i n  a format t o  be mutually 
agreed upon by the Par t ies  i n  a project implementation l e t t e r .  

( e l  The Grantee s h a l l  ensure tha t  t ra ining services  and 
f z c i l i t i e s  of BIBM as  well as  information systems, manuals and 
other technical ass is tance outputs developed under t h i s  Project 
s h a l l  be avai lable  for  the use of pr ivate  and public sector  
b~i ikers  on an equal basis.  

(£1 Maintain capi ta l  adequacy r a t io s  according t o  
Bangladesh Bank regulations and the Banking Companies Ordinance. 

( g )  Beginning i n  June 1992, the NCBs s h a l l  es tab l i sh  and 
irr,plemnt col lect ion ta rge ts  and pol ic ies  and procedures f o r  
col lect ing or writ ing off any NCB loans not ye t  collected or  
wri t ten off pursuant t o  the I D A  FSC loan agreement. 

(h )  The Government s h a l l  conduct a study t o  be completed by 
June 1993 tha t  analyzes experience gained i n  NCB 
pr ivat izat ion.  The study w i l l  be used t o  a s s i s t  i n  
implementing fu ture  pr ivat izat ion and other s teps  t o  reduce 
Government ownership i n  the banking system. The study and the 
Government's Paction Plan for  pr ivat izat ion s h a l l  be made 
available t o  USAID. 

SECTION 5.3. Pr ivi leges  and Immunities of 
Expatriate Consultants and S ta f f .  

The BEG, including the Natiolial Board of Revenue, agrees 
tha t  the terms of the 1974 Agre?mt-!~t on Economic, Technical and 
Related Assistance between the Bangladesh and U.S. Governments 
apply t o  t h i s  Project ,  and tha t  a l l  expa t r ia te  experts,  
consultants, contractors,  and s t a f f  employed through or  i n  
connection with the Project s h a l l  be afforded the pr ivi leges ,  
exemptions and immunities of privileged persons of the most 
privileged category under BEG regulations (current ly  S.R.O. 
88-L/85/906/Cus. and 89-~/85/907/~us., dated 13 February 1985, 
a s  periodically revised, o r  successor regulat ions) .  This 
provision appl ies  t o  expatr ia te  s t a f f  financed under a l l  
project  components described i n  Annex 1, including those hired 
by governmental and non-governmental implementing organizations 
referenced therein,  or  by subgrantees or successor 
organizations or  other nongovernmental organizations approved 
by the Bangladesh Bank. 



SECTION 5.4, Return of  trainee^. The Grantee sha l l  make 
its kst efforts t o  secure the return of Bangladesh Govermnt 
trainees t o  Bangladesh after carpletion of their  training 
abraad, sb l l  assigr: the trai;lees to  Bang:a&sh Government or 
other psitizrns re:evant to  the training received and shal l  
ut i l ize  the trainees i n  suet, positions according t o  Bangladesh 
law ad rqdlat ions.  Further, for any trainees trained ir, the 
C.S.  under tk,;s project, t'he Grantee sha:? not issue any 
mn-orpctior, l e t t e r s  concerr!ing waiver of the two year haw 
cwntry residenrkv r q d i  r e n t  applicable t o  m i i g r m t ,  
p n m e n t  res:cknce, or EI or L visas under Section 212(e) of 
=he U.S. Imnigration m d  Katiomlity Act, without the prior 
writter: consent of A . X . D .  Participant training elEm2nts of 
t h i s  Project w i l l  be accanplisbd i n  accordance w i t h  the 
policies, allwa~.1ces, guidance, and reporting requirements of 
A . I . D .  Handbook 10 - Participant Training. 

Sm;m 5.5. Exemptions for Project Goods. 

(a )  Al l  camcdities,  supplies, materials, equipnent, 
vehicles and other goods financed by A.I .D.  and inported into 
Sangladesh af ter  endorsement by the Bangladesh Bank for use in 
t h i s  Project, including items irrported for ac t iv i t i e s  of the 
technical contractor or by their subgrantees or successor 
organizations or other mngovermntal organizations approved 
biV t h e  Bangladesh Bank, shall be exempt £ran a l l  taxes, custcans 
duties, fees or t a r i f f s  (CDST) irr~psed under the laws of the 
People's Republic of Bangladesh. To the extent cananodities 
i np r t ed  for ~ ; e  i n  the Project and by expatriate personnel 
under t h i s  project are not exempt fran CDST, such costs shall 
be budgeted for and expeditiously paid by the Bangladesh Bank. 

(b)  The Grantee agrees that, as stated i n  Section 11 of t h e  
1989-91 I p r t  Policy Order (or sucoessor regulations), right 
of refusal (R92) arid non-ob jection cer t i f ica te  (m) procedures 
shall  not be applicable t o  c a m d i t i e s  and equipnent financed 
and imported u'nder this Grant fo r  the Project .  

Article 6: ?rmurement Source 

S m I a  6.1. Foreis Exchange Costs. Disbursements 
p~rsumt to S s a i o z  7 . 1  w i l l  k used exclusively t o  finance the 
costs of g d s  aqc services required for the Project having, 
w i t h  r e s p c t  to  g d s ,  their source and origin, and wi th  
respect to  services their nationality, i n  the Uni ted  States or 
i n  Code 94i of the A . I . D .  Geographic Code Book as i n  effect a t  
the time orders are placed or contracts entered into for such 
g d s  services ('Foreign Exchange Costs'), except as A . I . D .  
may otherwise agree i n  writing, and except as provided i n  the 
?reject Grant Standard Provisions Annex, Section C.l(b) with 
respect t o  marine insurance. Ocean transportation costs w i l l  
be f i n a n d  un3er the Grant only on vessels under f lag  registry 
of the Uni t& States or Bmqlaciesh, except as  A . I . D .  may 
otherwise agree i n  writing. 



SKTIa: 6.2. Local Qlrrency Costs. Disbursements 
pursua-it to Section 7.2 w i l l  be used exclusively t o  finance the 
costs of g d ~  and services required for the Project having 
their swarce and, except as A.I .D.  may otherwise agree i n  
writing, their origin i n  Bangladesh ('Local Currency Costs'). 
'iG the extert provided for  under t h i ~  Agreement, "Local 
Oirrency Costs' may also include the provision of local 
cclrrencj resources required for the Pro-ject. 

Article 7: Disbursements 

SEEION 7.1.  Disbursement for Foreisn Exchange Costs. 

( a )  After satisfaction of Conditions Preoedent, the Grantee 
may obtain disbursements of funds under the Grant for the 
Foreign Exchange Costs of goods or services required for the 
Project i n  accordance w i t h  the t e n s  of t h i s  Agreement, by such 
of the follwing methods as may be mutually agreed upon: 

(1) by subnitting to  A.I .D. ,  w i t h  necessary supporting 
documentation as prescrikd i n  Project Inplernmtation Letters, 
( A )  requests for reimbursement for such goods or services, or, 
(B) requests for A.I.D. t o  procure c a m d i t i e s  or services i n  
the Grantee's Sehalf for the Project; or 

( 2 )  by requesting A.I.D. t o  issue Letters of Carronitment 
for s ~ i f  ied amounts ( A )  to  one or mre  U.S. banks, 
satisfactory to  A.I .D. ,  amnit t in9 A . I . D ,  t o  reimburse such  
bank or banks for payments made by them t o  mntractors or 
suppliers, under k t t e r s  of.Credit or otherwise, for  such  goods 
or services, or (B) directly t o  one or m r e  an t r ac to r s  or 
suppliers, ccmnitting A.I.D. t o  pay such an t r ac to r s  or 
suppliers for s u c h  goods and services. 

( b )  Banking charges incurred by the Grantee in connection 
w i t h  Letters of C m i t m e n t  and Letters of Credit will be 
finmced under the Grant unless Grantee instruct6 A.I.D. to  the 
contrary. Such other charges as the Parties may agree t o  may 
also be f imd  under the Grant. 

m I Q ;  7.2. Disb1drsemnt for 'Local Currency Costs. 

( a )  After satisfaction of Conditions Precedent, the Grantee 
may obtain dishrsements of funds under the Grant for L o c a l  
Currency Costs required for the Project i n  accordance w i t h  the 
terms of this  Agreement, by suh i t t i ng  t o  A.I .D. ,  w i t h  
necessary supporting documentation as prescribed i n  Project 
Inplementation Letters, requests t o  finance such asts.  

( b )  The local currency needed for such disbursements may 
be obtained by a q ~ i s i t i o r ,  by A. I .D .  w i t h  U.S. dollars by 
purchase, or f rm local currency already m e d  by the 'J.S. 
Government. The U.S .  dollar eqsivalent of t h e  local currency 
made available hereunder w i l l  te the m n t  of U.S. dollars 
required by A . I . D .  t o  obtain t h e  local currency. 



SECTIa; 7 . 3 .  Other Forms of Disbursement. Disbursements 
of the  Grmt  may a l s o  be made through sucb o t h r  means as the  
P a r t i e s  may agree t o  i n  wr i t ing .  

i 7 . 4 .  Rate of Exchange. Except as may be m r e  
specif;cz:!y provided under Section 7.2,  i f  funds provided 
under t he  C ra~ t  a r e  in t rodwed  i n to  Bartgladesh by A . I . D .  or ar-~y 
p.~Lllc or private agency f o r  p i r p s e s  of car ry ing out  
o b l i g a t i o x  of A . I . D .  hereilnder, the  Gsmtee w i l l  make s u c h  
a r r = ~ g m n t s  as may be necessary s o  tha t  funds may be mnverted 
i n t o  currency of Bangladesh a t  the  h i g - k s t  r a t e  of exchange 
which, a t  t% time t h e  conversion is made, is not  unlawful i n  
Bangladesh. 

A r t i c l e  8: Eiscel laneous 

SECTIS 8.1. C m u n i c a t i o n s .  Any not ice ,  request ,  
document or o ther  c m u n i c a t i o n  submitted by e i t h e r  Party t o  
the  o ther  under t h i s  Agreement w i l l  be i n  wr i t ing  o r  by 
telegram or cable ,  and w i l l  be deemed duly given o r  s e n t  when 
del ivered  t o  such Par ty  a t  t h e  follawing addresses: 

To the  Grantee: 

Mail Address - Secretary 
External Resources Division 
Ministry of F i m c e  
Sher-e-Bangla Nagar 
Dhaka, Bangladesh 

- Deputy Governor 
Bangladesh Bank 
Motijheel, Dhaka 1000 
Bangladesh 

Al ternate  Address 
for Cables - SETU, DHAKA, B M G W E S H  

To the Agency f o r  In ternat ional  Deve?oprnent: 

?'&i Address - E.S.A.I.D. Rission,'Banglades;l. 
G.P.O. am NG. 2593 
Dhaka, Bangladesh. 

Al ternate  Addresses f o r :  
Cables - USAID, DWA,  B?UGLUESti. 
Telex - 642319 E D K A  RJ 
Telef ax - 880-2-883648 

A l l  such canmunications w i l l  be i n  English, unless the 
P a r t i e s  o t ,krwise  agree i n  wr i t ing .  Other addresses may be 
s u b s t i t u t e 3  f o r  t h e  above upon the  g iv i rq  of no t i ce .  



S K T I a j  8.2. 2epresenta t ives .  For a l l  p c r p s e s  relei'ant 
t o  t h i s  Agrm-ient, the  Graritee w i i l  be represented by the  
individual  holding o r  ac t ing  i n  the  Off ice  of Secre tary  c r  
J o i n t  Secretzry of the  External Resources Division, Yinis t ry  of 
Finance, 3rd A . I . D .  w i l l  be represented by the individcal  
holding o r  a c t i n g  i n  t h e  Gff ice  of Direc tor ,  U.S.A.I.D./ 
Bangladesh, each of whu-n, by w r i t t e n  not ice ,  ;ray d e s i ~ . a t s  
a d d i t i c c a l  r e ~ r e s e n t a t i v e s  f o r  a l l  p r p o s e s  o ther  than 
e x e r c i s i c a  the  power tinder Section 2.1 t o  revise elernests of 
the  m,plif led descr ip t ion  of t k e  p r o j e c t  i n  kriex 1. 

2 , e  3eputy Wvernor of the  Bangladesh 3ank is d e s i ~ ~ a t e d  
a s  an add i t iona l  r spresenta t ive  of the  Grx, tee under chis 
Agreerent ard m y ,  by a r i t t e n  not ice ,  designate other  s u m  
a d d i t i o r a l  representa t ives .  The names of the  r e p r e s e n t a t ~ ~ ~ e s  
of t h e  Srantee ,  with specinen s igna tu res ,  w i l l  Se provided t o  
A . I . D . ,  7kbich may accept 3s duly a u k h o r i z d  any i r s t r ~ w c t  
signed ~y scch representa t ives  i n  implenentation of t h i s  
Agreement, uctil rece ip t  of w r i t t e n  no t i ce  of revccation cf 
t h e i r  a ~ t h o r i t y .  

SEEIaEJ 8.3. Standard Provisions Annex. A 'Pro:ect 
Grant Staxlard Provisions Annex" (Annex 2)  is a t tached t o  and 
£ o m s  p a r t  of t h i s  Agreemnt. 

I N  h2TNESS hHEFEOF, the  People's Repub.'ic of Bangladesh 
and the  Cnited S t a t e s  of America, each ac t ing  through its duly 
authorized representa t ive ,  have caused t h i s  Agreemnt t o  je 
signed i n  t h e i r  names axl  del ivered  as of the  day and year 
w r i t t e n  below. 

FOR THE PEOPrX'S REPSBLIC OF SPuXmESH FOR 'IYE LNITED = A Z S  OF .AMERICA 

BY: 

r/ 
N a m e :  Jack C. GiLrtker, J r .  

T i t l e :  J o i n t  Secretary T i t l e :  h c t i ~ g  Xission Director  - =x:?rrsl ?esources Division ::SA;S,';t-c,<a 
'-!LZL ;cry of F i ~ a n c e  3ar.r;: y( j tcn  

Date: 2~r .e  6 ,  i990 Sate: ;cr.e 6 ,  1390 



P I W I A L  s m  Ern PTOXI'RAM TECHNICAL ASSISL7iNZE P i a J l m  
(A.I.D. PRXTECT NO. 388-0076) 

A .  Cwervi~w: To support policy changes u.&er the Bangladesh 
~ o v e r m n : ~ s  F~nancial Sector Reform Program (PSRP), A . I . D .  is 
p;arnir-@ t o  graiit up t o  $19.4 million through t h e  FSRP TA, over a 
five year p e r i d ,  i n  parallel  with the World Bank's International 
ikvelopnent Association (IDA) and the International Monetary Fund 
(IMF) . IDA is expected t o  provide the BDG $175 million in loar? 
funds under a Financial Sector Credit. IDA funds are planned t o  be 
disbursed in three tranches over a two year period, after 
satisfaction of policy refom conditions s e t  forth in its loan 
agreement with the  BDG. The IPS is expcted  t o  provide four person 
years of technical assistance valued a t  approximately $ 1.5 million. 

B. Goal and Purpose: Ihe goal of the Financial Sector Ref om 
Program Technical Assistance project (FSRP DL), the A.1.D.-funded 
portion of the Financial Sector Reform Program, is t o  inprove the 
functioning of the Bangladesh camercial banking system including 
the Bangladesh Bank so as t o  accelerate the rate  of m n a n i c  growth 
a i d  employment generation. Anticipated long-run improvement in  the 
macroeconmy w i l l  be measured by a reduction in the inflation rate; 
increased prof i t a b i l i t y  of camnercial bank lending t o  t h e  pr iori ty 
sectors of agriculture, exports and small industry; increased 
investment in the lurking sector; and relat ive s t ab i l i ty  of real 
interest rates as conpared t o  nominal interest  rates. 

Ex FSRP TA Project w i l l  address the above objectives by assisting 
the BDG to: (1) irrplement m r e  f lexible mnetary policies and 
improve central Sank supervision of cmmercial banks; (2) improve 
the operating ca-wbilit ies of the four nationalized ccmmercial banks 
(KEls); and ( 3 )  prepare NCBs for privatization and increase the 
share of  private  banks i n  f i n a n c i a l  s ec tor  a c t i v i t i e s .  h de ta i l ed  
l ist  of end-of-project indicators and systm for  monitoring progress 
t m r d  the above objectives, as further described i n  Section I11 
belm, w i l l  k se t  forth in project implementacior, l e t t e r s .  

C. Expectec' I n p t s :  The Pw TA, w i l l  f i n a n e  tschnical assistance, 
training md eqdipnent. W c h ~ ~ i c a l  assistance w i l l  be provided 
directly t o  the Bangladesh Bank (BB)--particularly the B B ' s  
W-hnicd ilnit, the NCBs, the Bangladesh Ins t i tu te  of Bank 
Ka-agerent (BIBK) ,  the Ministry of Finance's Policy Analysis Cell 
and, t o  the maximum extent feasible,  private caranercial banks. 

Technical assistance w i l l  involve the services of nine long-term 
expatriate advisors, additional long-term local advisors and 
approximately tl-irty mnths of short-term expatriate and local 
consultants. Additional serv ims for  external evaluation a ~ d  audit 
w i l l  also be f lnax-ed un3er t h e  project. 
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The training camponent inc ludes  provision of U.S. and regionai 
non-dqree training i n  mnetary econanics, c m r c i a i  bank 
operations and bank ~rmrtputerization to  select& BB and N(3B 
personnel; i n a n t r y  training i n  lending and bank maragement for 
BE, K B  &ad private bank personnel mainly a t  BIM and in-oountry 
traininq to  strengthen skills of BIW personnel and improve BIBM 
courses. In-coclntn training w i l l  inclade s p c i a l  cmrses, seminars 
and mrkshops. 

The Pr=r?ect's c m d i t y  cnponent w i l l  include procurement of 
appropriate cawcity compiiters, necesssry accessories, software and 
s2pplies t o  support improvement i n  the information ma..agsnent 
capability of BB and the NCBs. C&ity procurement w i l l  a lso 
include stlpport for prolect consul ta~ts ,  as appropriate, such as  
off ice e q u i p n t ,  vehicles and residential equipnent. 

D. Expected Outputs: Specific outputs of t h e  project are expected 
t o  include, m n g  others: 

(1) a mre  detailed analytical £ramwork for macro-financial 
analysis ; 

( 2 )  a better-trained cadre of officers working on 
macro-sector policy ; 

( 3 )  a idly-operational rediscount winda*; sale and purchase 
of BB spcial securi t ies;  and a fully-operational 
interest rate policy; 

( 4 )  expansion of BB's m p u t e r  operations and MIS system, 
wi th  staff trained in  capu te r ,  s t a t i s t i ca l  and 
emnanetric skills; 

(5) improved systems of reporting by banks t o  the BB; 
( 6 )  bank supervision based on analysis of bank financial 

mndi tion; 
( 7 )  a fully-operational Credit Information Bureau; 
(8) MIS systems and improved loan accounting systems 

est&lished i n  the NCBs; 
( 9 )  e x p d e d  cosrputerization of NQ head offices and a 

1h.i ted number of branches; 
(10) p:ztmincj and perfo.mance budget ing systems es'ablished i n  

the WBs; 
(11) revised loan p o l i q  procedures and improve3 loan recovery 

by KBs; 
( 1 2 )  market-oriented loan pricing and deposit rate set t ing and 

adjustmn: c a p b i l i t i e s  of D s ;  
(13) imp:o'~ed BIW. w r s e  offerings; 
(14) information systems, manuals, techniqaes and other 

technia l  assistance outputs deve:opec! and made available 
to private and p b l i c  c m r c i a ?  t&+.s; 

(i5) studies or! bbrk privatization, banking personnel issues, 
effects of bank reform on credit availability i n  rural 
areas; and 

(16 )  K B s  and the BB t o  prepare an annual report relating t o  
professional mr! i n  banking, describing emplo_mnt 
levels and nlumbers of new women entrants to  management 
and bank officer positions i n  the Ba and W s  aqd nun-bers 
of tamer. bank officer p r t i c ipan t s  i n  in-country and 
overseastraining programs. 
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The genera implementation schedule as we11 a8 target dates for 
achieving specific project outputs will be set forth in project 
implemenbtation letters mutually agreed upon by tbe Parties or in the 
planndi prime technical assistance antract and its m r k  plans, as 
appropriate. 

11. RESKNSIBILITIES OF THE PARTICIP- 

A .  Overall Coordination for the F R l :  Coordination, oversight and 
monitoring for the larger FSRP wili be primarily the respnsibility 
of the FSRP Review Canmittee--a cmittee carprised of 
represbntatives of B E ,  IDA, USAID, -24F and the FSRP TA technical 
assistance team leader. The Review Cmittee will review the status 
of conditionality under the IDA loan as well as the impact and 
effectiveness of A.I.D. and IMF-financed technical assistance. The 
Review Carrnittee will meet at least three times annuaily to review 
the findings of IDA missions, assess progress toward program 
objectives, identify impediments to progress, identify corrective 
actions and discuss irrplementation plans. The Cmittee, which will 
be established by the Grantee, will have clearly defined functions 
and authorities, including the authority to recarrmend and follow up 
recanmendations for corrective actions. The BB Deputy Governor will 
serve as Project Director and chairman of the FSRP Review Camittee. 

B. Prime Pxhnical Assistance Contractor: A prime technical 
assistance contractor will be employed under the F S P  TA Project to 
provide the majority of project inputs &scribed in Section I, 
through the services of long and short term consultants, in 
accordance with the terms of a oontract scope of work to be agreed 
upon. The prime TA contractor will be responsible for recum-nding 
and arranging training program and for procuring a portion of 
project equiprent under its oontract. 

The contractor will work closely with the BB (particularly the BB's 
Technical Unit), the NCBs, the BIBM, the Ministry of Pinance Policy 
Analysis ell and, to the maximum extent feasible, with private 
caranercial banks, in providing its assistance toward project 
outputs. It will: (1 collect and analyze necessary data and 
develop baseline indicators relating to project objectives; (2) 
establish realistic benchmarks for achieving project objectives; and 
( 3 )  develop a mnitoring and information system and assess progress 
toward meeting benchmarks and objectives. 

All long and short-term consultants and subcontractors employed 
under the prime oontract will work under the direction of the 
contractor's team leader. The t-1 leader will also participate as 
a member of the FSRP Review Camittee. 

The prime and subcontractors will be responsible for their own 
administrative support requirements with the limited exception of 
office space provided, as appropriate, by local institutions. 
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C. Project Coordinator: A Project  Ccmrdinator w i l l  be employed u d r  
the PSRP T?i for  the l i f e  of the pro:& t o  assist i n  project  
administration and monitoring and t o  serve as a l i a i m n  a i n g  A . I . D . ,  
the prime TA contractor, t he  BB, EK%, private  banks, BIBM, Ministry 
of Finance, IDA and the IMF. 

D. A.I .D. :  A . I .D.  w i l l  be responsible for  procuring, in  accordance 
with standard A.I .D.  d i r ec t  contracting procedures, the services  of 
the  p r i m  Technical Assistance (TA) mntrac tor ,  a l l  c m d i t i e s  not 
procured under the TA contract ,  the services of the  P r ~ j e c t  
Coordinator and external  evaluat ios  and audit  terns, as necessary an2 
for  providing direction t o  these contractors. In cooperation with 
these e n t i t i e s ,  ?..I.D. w i l l  m n i t o r  prime a n t r a c t o r  performance and 
ensure t h a t  technical ass i s tance  rexxlrces a r e  devoted so le ly  t o  the  
purposes of the PSRP TA, A.I .D.  w i l l  be responsible for  procurement 
of most m p u t e r  hardware and accessories required for  the  project .  

A. I .D.  w i l l  c losely m n i t o r  overall  prmjress toward Project  and 
Program objectives. It w i l l  par t ic ipate  i n  mni tor ing  progress of 
the  larger F W ,  canpliance with IDA FST: loan terms and schedules, 
and the impact of AID-financed ?IA through the FSRP Review C m i t t e e .  
In addition, it w i l l  coordinate with IAA and IMF under the terms of a 
separate memorandum of understanding with those par t ies .  

A.I .D. ' s  Office of Economics and Enterprise w i l l  be responsible for 
direct ing A. I .D. 's involvement i n  project inplementation and 
monitoring . 
E. BDG Agencies: The BB w i l l  serve as the main counterpart en t i t y  i n  
the BiX; for  t h i s  Projec, with primary responsibil i ty f o r  ensuring 
tha t  Grantee obligations under t h i s  Agreement a r e  mt.  The BB Deputy 
Governor w i l l  serve as Project  Director and chairman of t h e  F W  
Review C m i t t e e .  The BB Technical Unit w i l l  provide support 
services t o  t h e  Review Conunittee. 

The BB, PCBs, BIBTI and Ministry of Finance s h a l l  be responsible for  
providing of f ice  space, as appropriate, f o r  long and short-term 
technical consultants. Those ins t i tu t ions  w i l l  m a k e  additional 
contributions t o  the Project  i n  the form of counterpart s t a f f  
sa la r ies ,  sales taxes and c u s t a s  duties on imported commodities, 
u t i l i t i e s ,  furnishings, p r in t ing ,  ard other services and support 
f a c i l i t i e s .  BDG i n s t i t u t i ons  l i s t e d  are responsible fo r  providing 
necessar'7 information, reports  and assista7ce t o  the pr Lme contractor 
t o  develop baseline indicators  and assess progress toward project  
objectives. 

F. Other Donors: IDA and the  IYZ w i l l  provide ass is tance t o  F W  
through para l le l  f i m c i n g  i n  accordance with t he i r  own procedures. 
It is anticipated tha t  IDA and IMF representatives w i l l  monitor the 
FSRP and IDA FSC loan terms and scheddes independently, through the 
PSXJ Review C m i t t e e  and i n  consultstion with A.I .D.  pursuant t o  a 
written memorandum of understanding. The l a t t e r  w i l l  include, mng 
other things, p r t i c i p a t i o n  of A. I .D .  representatives on I D A  missions 
t o  review s t a t l s  of condi t ional i ty  contained in  the IDA lmr, 
a g r e w n t .  
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I t  is recognized that both A.I .D.  and the Grantee have developed 
internal planning documents to provide greater detail concerning 
planned assistance under the FRSP TA. However, it is t h i s  Agreement 
and formal project implementation le t te rs  issued pursuant to  its terms 
that contain binding rights and obligations as between the two Parties. 

111. SELECTION OR PRIME CONTRACTOR 
I 

The process for selecting the prime contractor shall follow standard 
A.I .D.  procedures for A.I .D.  direct contracts. I n  accordance w i t h  
these procedures, A.I .D.  w i l l  establish a Technical Evaluation 
C m i t t e e  to  evaluate bidders' technical proposals to  the FSRP TA 
Request for Proposals. The Committee w i l l  rank order the bidders' 
responses and provide t h i s  information to  the USAID Contract Officer 
who w i l l  award the contract. The Committee Chairman w i l l  be a USAID 
representative; other Committee Members w i l l  be a representative of the 
Bangladesh Bank, a technically qualified representative f r m  the 
Ministry of Finance and Planning, and two technically qualified 
representatives from A.I.D. The Project Director and the USAID 
Director of the Office of Economics and Enterprise w i l l  approve any 
subsequent changes i n  the prime contractor's long-term consultants. 

N. MONITORING, EVALUATION AND AUDIT 

The USAID Project Co-ordinator and the TA Team Leader w i l l ,  i n  the 
early stages of project implementation, L,L up a system for tracking 
and reporting to  A.I .D.  progress i n  Project and Program implementation 
and achieving planned outputs. The system w i l l  include quantitative 
and qualitative information on progress and results i n  relation to each 
of the outputs and w i l l  define associated data collection and reporting 
requirements for the BB, BIBM and NCBs. This information w i l l  be 
provided to  A.I.D. i n  quarterly and annual progress reports of the TA 
Team and through the timely provision of administrative records and 
special reports by local banking institutions as required by the system. 

A mid-term evaluation is planned t o  begin approximately two years after 
arrival of the prime contractor's team leader. This evaluation w i l l  
review past performance based on measurable outputs and reassess 
specific plans for the remaining years of the project. The evaluation 
w i l l  provide guidance for mid-course corrections and changes in project 
design and implementation, if  required. A f inal  evaluation is also 
anticipated before the project completion date. 

Periodic audits w i l l  be conducted by A.I.D. and by non-federal auditors 
under contract w i t h  A.I .D.  Funds are se t  aside i n  the Project's 
i l lustrative financial plan for t h i s  purpose. 

V. ILLUSTRATIVE FINANCIAL PLANS 

A. The financial plans set  forth below are for i l lustration purposes 
only. Changes may be made to  the plans by representatives of the 
Parties specified in the text of the Agreement without formal amendment 
to  the Agreement, provided such changes do not cause: ( a )  A . I . D . ' s  
contribution to exceed the amount specified i n  the text of the 
Agreement, or ( b )  the BDG's contribution to  be less than the amount 
specified i n  the text of the Agreement. 

A . I . D . ' s  future obligations are subject to  the availability of funds 
and mutual agreement of the Parties to  proceed. 
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B. Illustrative Financial Plan for Total Estirrated Cost of BDG Financial 
Sector Ref om Progrm~. 

(I) Donors: 

1. I D A  FSC Loar, $175.0 mi 11 ion 

2 .  ZSqID FS.? '2 Grant $19.4 millioii 

(11) B E  Contribution Over Four Years: 

1. Direct contribution to FSRP TA 

$195.9 mill ion 

Taka 58 million 

2. Recapitalization of NCBs (including the 
values of bonds not disbursed as cash), 
assistame with BJW and B3C debt service 
requirements, and reimbursement for the 
cost of interest rate subsidies. **/ - Taka 18,642m 

Subtotal 

Total for FSRP 

Taka 18,700111 $550.0 millionf/ 

$745.9 million 

*/ At exchange rate of $1.00~34 Taka - 
**/ Tne estimate of Taka 18,642 milliol.wil1 be revised as the detailed - 
actions are finned up and the loan provisioning exercise nears cunpletion. 

C. Illustrative Financial Plan for A.I.D. Contribution to USAID FSRP !I!A 
Project. 

(U.S. Dollar Thousands) 
Obligated by Planned Future Total WP 

Project Inputs this Agreement Obligations Fund i nc~ 

1. Training 35 3 948 1,301 

2. Tecknical Assistance 3,988 1C,098 14,086 

4. Project Co-ordinator 118 69 1 809 

5. External Evaluation 60 282 34 2 

6. Audit 5 115 120 




