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A.I.D. PROJECT N1O. 388-0076 IN1DUSTRIAL PROMOTION PROJECT

PROJECT GRANT AGREEMENT

Dated: August 31, 1989

Between

The People's Republic of Bangladesh ("Grantee",
"Bangladesh Government" or "BDG")

And

The United States of America, acting through the
Agency for International Development ("A.I.D.").

Article 1: The Agreement

The purpose of this Agreement is to set out the understandings
of the parties named above ("Parties") with respect to the
undertaking by the Grantee of the Project described below, and
with respect to the financing of the Project by the Parties.

Article 2: The Project

SECTION 2.1. Definition of Project. The Project, which
is further d. cribed in Annex 1, will support and expand
efforts to dc.elop the Bangladesh private sector and increase
employment by expanding the size and number of private
enterprises, especially those employing labor-intensive
technologies. The project seeks to increase small enterprise
access to private institutional financing; improve the climate
for foreign and local investment by reducing policy and
procedural barriers to enterprise formation and operation; and
improve marketing, management and production efficiency of
small enterprises by increasing access to technology, technical
assistance and training.

Annex 1, attached, amplifies the above definition of the
Project. Within the limits of the above definition of the
Project, elements of the amplified description stated in Annex 1
may be changed by written agreement of the authorized
representatives of the Parties named in Section 8.2, without
formal amendment of this Agreement.

SECTION 2.2. Incremental Nature of Project.

(a) A.ID.'s contribution to the Project will be provided
in increments, the initial one being made available in
accordance with Section 3.1 of this Agreement. Subsequent
increments will be subject to the availability of funds to
A.I.D. for this purpose, and to the mutual agreement of the
Parties, at the time of a subsequent increment,.to proceed.
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(b) Within the overall Project Assistance Completion Date
stated in this Agreement, A.I.D., based upon consultation with
the Grantee, may specity in Project Implementation Letters
appropriate time periods for the utilization of funds granted
by A.I.D. under an individual increment of assistance.

Article 3: Financing

SECTION 3.1. The Grant. To assist the Grantee to meet the
costs of carrying out the Project, A.I.D., pursuant to the
Foreign Assistance Act of 1961, as amended, agrees to grant the
Grantee under the terms of this Agreement an amount not to
exceed One Million Six Hundred Fifty Thousand United States
Dollars (U.S. $1,650,000) ("Grant"). The Grant may be used to
finance foreign exchange costs, as defined in Section 6.1, and
local currency costs, as defined in Section 6.2, of goods and
services required for the Project.

SECTION 3.2. Graiitoe Resources for the Project.

(a) The Grantee agrees to provide or cause to be provided
for the Project all funds, in addition to the Grant, and all
other resources required to carry out the Project effectively
and in a timely manner, as agreed upon by the Parties.

(b) Resoirces provided by the Grantee for the Project will
be not less than Six Million Five Hundred Thirty-Six Thousand
Three Hundred Thirty-Six Bangladesh Takas (Tk. 6,536,336) or
the equivalent of Two Hundred Three Thousand United States
Dollars ($203,000), including costs borne on an "in-kind"
basis. In addition to sums provided by the Grantee, it is
anticipated that local private sector contributions to the
Advisory Services Component of the ProjecL will equal
approximately Thirty-Nine Million Bangladesh Takas (Tk.
39,089,000), the equivalent of One Million Two Hundred Fourteen
Thousand U.S. Dollars (U.S. $1,214,000). Together these
contributions exceed twenty-five percent of total estimated
bilateral project costs.

SECTION 3.3. ProJect Assistance Completion Date.

(a) The Project Assistance Completion Date ("PACD") for
bilateral project activities financed under this Grant is
September 30, 1994, or such other date as the Parties may agree
to in writing. It is the date by which the Parties estimate
that all services financed under the Grant will have been
performed and all goods financed under the Grant will have been
furnished for the Project as contemplated in this Agreement.
The PACD for the overall project, including non-bilateral
activites, is September 30, 1996, or such later date as the
Parties may agree to in writing.

(b) Except as A.I.D. may otherwise agree in writing,
A.I.D. will not issue or approve documentation which would
authorize disbursement of the Grant for services performed
subsequent to the PACD or for goods furnished for the Project,
as contemplated in this Agreement, subsequent to the PACD.
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(c) Requests for disbursement, accompanied by necessary
supporting documentation prescribed in Project Implementation
Letters, are to be received by A.I.D. or any bank described in
Section 7.1 no later than nine (9) months following the PACD,
or such other period ;t A.i.D. agrees to in writing. After
such period, A.I.D., (living notice in writing to the Grantee,
may at any time or times, reduce the amount of the Grant by all
or any part thereof for which requests for disbursement,
accompanied by necessary supporting documentation prescribed in
Project Implementation Letters, were not received before the
expiration of said period.

Article 4: Condition Precedent to Disbursement

SECTION 4.1. Initial Disbursement. Prior to any
disbursement under the Grant, or to the issuance by A.I.D. of
documentation pursuant to which disbursement will be made, the
Grantee shall, except as A.I.D. may otherwise agree in writing,
furnish to A.I.D. in satisfactory form and substance:

(a) a statement of the name of the person holding or acting
in the office of the Grantee specified in Section 8.2, and of
any additional representatives, together with a specimen
signature of each person specified in such st.atement.

(b) evidence of the availability of appropriate office
space and staff to support the operations of the Policy
Implementation and Analysis Group (PIAG) to be established
under the Project; and

(c) evidence of formal appointment of an official of the
Ministry of Industries of at least Joint Secretary rank to act
as Director of the PIAG.

SECTION 4.2. Notification. When A.I.D. has determined
that the condition precedent specified in Section 4.1 has been
met, it will promptly notify the Grantee.

SECTION 4.3. Terminal Dates for Conditions Precedent. If
the condition specified in Section 4.1 has not been met within
120 days from the date of this Agreement, or such later date as
A.I.D. may agree to in writing, A.I.D., at its option, may
cancel the then undisbursed balance of the Grant, to the extent
not irrevocably committed to third parties, and may terminate
this Agreement by written notice to Grantee.

Article 5: Special Covenants

SECTION 5.1. Project Evaluation.

The Parties agree to establish an evaluation program as part of
the Project. Except as the Parties otherwise agree in writing,
the program will include, during the implementation of the
Project and at one or more points thereafter. Evaluations are
expected to involve the following elements:
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(a) evaluation of progress toward attainment of the
objectives of the Project;

(b) identification and evaluation of problem areas of
constraints which may inhibit such attainment;

(c) assessment of how such information may be used to help
overcome such problems; and

(d) evaluation, to the degree feasible, of the overall
development impact of the Project.

SECTION 5.2. Privileges and Immunities of
Expatriate Consultants and Staff.

The BDG, including the National Board of Revenue, agrees that
the terms of the 1974 Agreement on Economic, Technical and
Related Assistance betwben the Bangladesh and U.S. Governments
apply to this Project, and that all expatriate experts,
consultants, contractors, and staff employed through or in
connection with the Project shall be afforded the privileges,
exemptions and immunities of privileged persons of the most
privileged category under BDG regulations (currently S.R.O.
88-L/85/906/Cus. and 89-1/85/907/Cus., dated 13 February 1985,
as periodically revised, or successor regulations). This
provision applies to expatriate staff financed under all
project components described in 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 Ministry of Industries.

SECTION 5.3. Return of Trainees. The Grantee shall make
its best efforts to secure the return of Bangladesh Government
trainees to Bangladesh after completion of their training
abroad, shall assign the trainees to Bangladesh Government or
other positions relevant to the training received and shall
utilize the trainees in such positions according to Bangladesh
law and regulations. Further, for any trainees trained in the
U.S. under this project, the Grantee shall not issue any
non-objection letters concerning waiver of the two year home
country residency requirement applicable to immigrant,
permanent residence, or H or L visas under Section 212(e) of
the U.S. Immigration and Nationality Act, without the prior
written consent of A.I.D. Participant training elements of
this Project will be accomplished in accordance with the
policies, allowances, guidance, and reporting requirements of
A.I.D. Handbook 10 - Participant Trainii.g.

SECTION 5.4. Exemptions for Project Goods.

(a) All commodities, supplies, materials, equipment,
vehicles and other goods financed by A.I.D. and imported into
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Bangladesh after endorsement by the Ministry of Industries
(MOI) for use in the Industrial Promotion Project, including
items imported for activities of the PIAG, the SICIS, the BASC,
the BUSBC, and the IESC, as .entioned in this Agreement, or by
their subgrantees or successor organizations or other
nongovernmental organizations approved by the i-inistry of
Industries, shall be exempt from all taxes, customs duties,
fees or tariffs (CDST) imposed under the laws of the People's
Republic of Bangladesh. To the extent commodities imported for
the PIAG are not exempt from CDST, such costs shall be budgeted
for and expeditiously paid by the Ministry of Industries.

(b) The Grantee agrees that, as stated in Section 11 of the
1989-91 Import Policy Order, right of refusal (ROR) and
non-objection certificate (NOC) procedures shall not be
applicable to commodities and equipment financed and imported
under this Grant for the Project.

SECTION 5.5. Establishment of Steering Committee

The Grantee shall establish a steering committee consisting of
members from the MOI and influential members of the public and
private sector to oversee the operation of the PIAG.

Article 6: Procurement Source

SECTION 6.1. Foreign Exchange Costs. Disbursements
pursuant to Section 7.1 will be used exclusively to finance the
costs of goods and services required for the Project having,
with respect to goods, their source and origin, and with
respect to services their nationality, in the United States or
in Code 941 of the A.I.D. Geographic Code Book as in effect at
the time orders are placed or contracts entered into for such
goods and services ("Foreign Exchange Costs"),' except as A.I.D.
may otherwise agree in writing, and except as provided in the
Project Grant Standard Provisions Annex, Section C.l(b) with
respect to marine insurance. Ocean transportation costs will
be financed under the Grant only on vessels under flag registry
of the United States or Bangladesh, except as A.I.D. may
otherwise agree in writing.

SECTION 6.2. Local Currency Costs. Disbursements
pursuant to Section 7.2 will be used exclusively to finance the
costs of goods and services required for the Project having
their source and, except as A.I.D. may otherwise agree in
writing, their origin in Bangladesh ("Local Currency Costs").
To the extent provided for under this Agreement, "Local
Currency Costs" may also include the provision of local
currency resources required for the Project.
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Article 7: Disbursements

SECTION 7.1. Disbursement for Foreign Exchange Costs.

(a) After satisfaction of Conditions Precedent, the
Grantee may obtain disbursements of funds under the Grant for
the Foreign Exchange Costs of goods or services required for
the Project in accordance with the terms of this Agreement, by
such of the following methods as may be mutually agreed upon:

(1) by submitting to A.I.D., with necessary
supporting documentation as prescribed in Project
Implementation Letters, (A) requests for reimbursement for
such goods or services, or, (B) requests for A.I.D. to procure
commodities or services in the Grantee's behalf for the
Project; or

(2) by requesting A.I.D. to issue Letters of
Commitment for specified amounts (A) to one or more U.S, banks,
satisfactory to A.I.D., committing A.I.D. to reimburse such
bank or banks for payments made by them to contractors or
suppliers, unde2 Letters of Credit or otherwise, for such goods
or services, or (B) directly to one or more contractors or
suppliers, committing A.I.D. to pay such contractors or
suppliers for such goods and services.

(b) Banking charges incurred by the Grantee in connection
with Letters of Commitment and Letters of Credit will be
financed under the Grant unless Grantee instructs A.I.D. to the
contrary. Such other charges as the Parties may agree to may
also be financed under the Grant.

SECTION 7.2. Disbursement for Local Currency Costs.

(a) After satisfaction of Conditions Precedent, the
Grantee may obtain disbursements of funds under the Grant for
Local Currency Costs required for the Project in accordance
with the terms of this Agreement, by submitting to A.I.D., with
necessary supporting documentation as prescribed in Project
Implementation Letters, requests to finance such costs.

(b) The local currency needed for such disbursements may
be obtained by acquisition by A.I.D. with U.S. dollars by
purchase, or from local currency already owned by the U.S.
Government. The U.S. dollar equivalent of the local currency
made available hereunder will be the amount of U.S. dollars
required by A.I.D. to obtain the local currency.

SECTION 7.3. Other Forms of Disbursement. Disbursements
of the Grant may also be made through such other means as the
Parties may agree to in writing.
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SECTION 7.4. Rate of Exchange. Except as may be more
specifically provided-under Section 7.2, if funds provided
under the Grant are introduced into Bangladesh by A.I.D. or any
public or private agency for purposes of carrying out
obligations of A.I.D. hereunder, the Grantee will make such
arrangements as may be necessary so that funds may be converted
into currency of Bangladesh at the highest rate of exchange
which, at the time the conversion is made, is not unlawful in
Bangladesh.

Article 8: Miscellaneous

SECTION 8.1. Communications. Any notice, request,
document or other communication submitted by-either Party to
the other under this Agreement will be in writing or by
telegram or cable, and will be deemed duly given or sent when
delivered to such Party at the follcwing addresses:

To the Grantee:

Mail Address - Secretary
External Resources Division
Ministry of Planning
Sher-e-Bangla Nagar
Dhaka, Bangladesh.

Alternate Address

for Cables - SETU, DHAKA, BANGLADESH

To the Agency for International Development:

Mail Address - U.S.A.I.D. Mission/Bangladesh
G.P.O. Box No. .2593
Dhaka, Bangladesh.

Alternate Addresses for:
Cables - USAID, DHAKA, BANGLADESH.
Telex - 642319 AEDKA BJ
Telefax - 880-2-411648

All such communications will be in English, unless the
Parties otherwise agree in writing. Other addresses may be
substituted for the above upon the giving of notice.

SECTION 8.2. Representatives. For all purposes relevant
to this Agreement, the Grantee will be represented by the
individual holding or acting in the Office of Secretary or
Joint Secretary of the External Resources Division, Ministry of
Planning, and A.I.D. will be represented by the individual
holding or acting in the Office of Director,
U.S.A.I.D./Bangladesh, each of whom, by written notice, may
designate additional representatives for all purposes other
than exercising the power under Section 2.1 to revise elements
of the amplified description of the project in Annex 1.
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The Secretary and Additional Secretary of the Ministry of
Industries are designated as additional representatives of the
Grantee under this Agreement and may by written notice
designate other such additional representatives. The names of
the representatives of the Grantee, with specimen signatures,
will be provided to A.I.D., which may accept as duly authorized
any instrument signed by such representatives in implementation
of this Agreement, until receipt of written notice of
revocation of their authority.

SECTION 8.3. Standard Provisions Annex. A "Project
Grant Standard Provisions Annex" (Annex 2) is attached to and
forms part of this Agreement.

IN WITNESS WHEREOF, the People's Republic of Bangladesh
and the United States of America, each acting through its duly
authorized representative, have caused this Agreement to be
signed in their names and delivered as of the day and year
written below.

FOR THE PEOPLE'S REPUBLIC OF AMERICA FOR THE UNITED STATES OF BANGLADESH

BY: BY:

gr Sri

Name: Ayub Quadri flame: Priscilla M. Boughton

Title: Joint Secretary Title: Mission Director
External Resources Division USAID/Dhaka
Ministry of Planning Bangladesh

Date: August 31, 1989 Date: August 31, 1989
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AMP,IFIED PROJECT DESCRIPTION

INDUSTRIAL PROMOTTONI PROJECT (A.I.D. PROJECT 11O. 388-0076)

I. Introduction

The Industrial Promotion Project (IPP) is designed to support
and expand upon the progress that the Government of the People's
Republic of Bangladesh (BDG) has achieved in promoting the
development of the country's private sector. It is built on the
premise that development projects must mobilize both private
capital and private initiative to achieve economic growth and
government development goals.

This project was developed with the considerable assistance and
participation of representatives of the business community in
Bangladesh and representatives of the BDG.

II. Project Rationale

Increased production and employment generation are recognized as
essential to achieving sustained economic growth in Bangladesh
in both the current Five Year Plan (1985-1990) and the
USAID/Dhaka Country Development Strategy Statement. While the

'' 0 ris a major source of existing and new
kseI f it cannot absorb the massive number of

1htlhe labor force. According to World Bank
U baty r M .e,4P% of new entrants into the workforce

tiii'i':' sek..ai" iLIsed emp'loyment. Both USAID and BDG strategy
documents recognize market led growth of the industrial and
commercial sectors as a critical source of these new employment
opportunities.

Past studies have consistently shown the following major
constraints to expansion of the industrial and commercial
sectors in Bangladesh. These constraints include;

- Unavailability of. institutional credit for small industries;

- Conflicting policies, burdensome regulations and excessive
approval requirements;

- Critical shortages of middle and senior management talent to
address production and marketing requirements; and

- Limited access to and use of technologies that would increase
production, improve quality and reduce costs.

The rationale underlying the design of the IPP is that it is
necessary to address all of these constraints simultaneously in
order to achieve sustained expansion of the industrial and
commercial sectors in Bangladesh.



GRAJIT A.;PEMEIT I(I.. Im-fsIrRIA1 PHo,IorIn PROJECT: ANNEX 1: PAGE 2 OF 7

III,. ProjectObjectives

The ov.erall" goal of. the IPP is to increase the employment
base of 3anql:tcesh by...expanding the size and number of
enterprises, especially .those employing labor-intensive
technologies. The project objectives address each of the
conditions generally viewed as the major constraints to
expansion of the industrial base in Bangladesh. These
project object: ives: x.re to:

Tncrease sm1 1 enterpr:ise access to private institutional
fi nancing;

Improve the climate for foreign and local investment by
reducing policy and procedural barriers to enterprise
formation and operation; and

Improve marketing, management and production efficiency
of.small enterprises by increa:;ing access to technology,
technical assistance and training.

IV. Project Description and Inplementation

The activ.itie[;4.iscussed below will be supported under the
umbrella of. the3 ,.PP to accomplish the above objectives.
Th. je.)t I .:.oj.ect Grat -Agrees ent obligates
4....... .1 f !:2'.on ,to the'.Bh.igladesh Government

at A.~ ri y is Group
41~ 0~ Pa.'at tepara no-n'-b ila t eral,

A 'i 4b signedw'it6 the appropriate
a. o rO for each of the

A. PolicyImpiementation Analysis Group (PIAGI The IPP
will finance a policy analysis and consulting unit to
identify legal, regulatory and procedural constraints to
industrial formation due to policy implementation problems,
and to conduct industrial and non-industrial policy
analyses in support of deregulation and other reforms. The
goal. of the PIAG component is to improve the actual policy
environment fo: .the private sector, especially small
industries, and.thereby increase business activity,
employment and exports. The purpose is to strengthen the
capacity of the Ministry of Industries (MOI) to implement
the current set of policies and conduct policy and other
analyses that will result in at least 5 major policy
reforms.

The PTAG will be established as a unit within the MOI. It
will be staffed 'bya small 4-5 person core of professional
analysts and ,policy experts, including a. long-term
,expatriate advisor. who will work together to provide
comprehensive-.analy'ses on a full range of topics ranging
from investment strategy, and legal and industrial
dereuulation, to sanctioning aiid review procedures, and

D1 c,)*A
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systems analysis. In. addition, the PIAG will hire
short-term expf-rtie;e .and see: deprted government and
private sector rspresentati yes, such as chamber of
industries and commerce staff, to supplement the
profe , sional at: sou 'e.;. ot the:. ccre staff. Training for BDG
of i cia1ls and cUL.I :rs i] I be L1dilable to improve their
ability;.t& ;implement.'and desicneftective policies.

A Steering' Cowmitte'e will he lo rmed, chaired by
repre;entativr,s Ir oii the I101, ! he Board of Investment,
Y3SCTC, the private sector, a:c i U.31ID. One of the private
sector representatives should 1>e a women. Its function
wi.J. be .to over.s;ce the operaticn ; of the group ard work to
ensure it is meeting project cbjectives.

Long term advisors will be e,7ployed under an AID direct
contract with a firm selected through. competitive process
'with considerable input from thc± 110I. The MOI will be
responsible for providing office space and support staff
,for the PIAG during the life of the activity.

B. Small Industry Credit Tnsurance Scheme (SICiS) It is
a .so anti-c-ipaei that, undler other, non-bilateral
obligat.ing in.itruments, the TPP will support a credit
guarantee schome'that will reduhce the risk to ccmmercial
banks( of "ieii OjAeA 'iloan- to smallindustries. The
Our~p i 4 '0 1 i up new. Sources of

414 f' toV' A'qrI~l ind sies in

Tit 1 ~ ~h ca~~~ to lend to this
%. n eX~ beone'prdfitably. The
i banks :with an insurance

po icy!tcgainst' non-prformance of loans made with their own
funds. :It is planned' that the SICIS will cover 50% of the
outstanding value of loans should they default under the
program.

Phase I of the STCIS activity, involving commitments of
approximately $4.I rillion, _,ill be financed largely
through the aithoril:y of the Loan Portfolio Guarantee (LPG)
Program and admi.nister-ed by the A.I.D/Washington Bureau for
Private Enterpri, se. Related training for bank staff from a
U.S. firm se]octed by 11SAID and employed under an A.I.D.
direct contrart: will be financr( by IPP. Two or more
eligible privi(t:e banks will 1;e ;elected for participation
in Phase I und(er- the standard| terms and conditions of the
LPG Program. The LPG Program may be used to guarantee
eligible loans by private banks and financial institutions
for an initial period of 3 years; that period may be
exteiidbd by'"ti,) adI'l-tional 3-year periods if warranted, for
a total of nine ya - . '.F

S.,".,C%
,..,. ., , ' % ' • '
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An assessment will be' made aiter approximately two years of
experience i~itlh the '].Pc to determine the nature and level
of demiand ttr !L'od it inder the cjuarantee scheme. Based
upon the outcoiA , tihe 3if:ed it guarantee scheme may be
expaild.I1) u inqgi ! i.;ion .11i1 :; luthorized under the IPP.

If the assessment determines that Phase II is warranted,
AJSAID wil under take final design of the activity with
input from appropriate local org.-inizations and the MOI,
with implementation to foliow. 'lie SICIS II implementation
option currently under consideration involves establishment
of an independe-t Guarantee Corporation, capitalized with
TPP and bank funds, (and manaced by a private insurance
company under the terms of a fee-for-services contract.

Under Phase I, only private banks and financial
institutions will be eligible for SICIS coverage. During
Phase II, Other banks will be considered for eligibility.
Participating wnk .ill subiit loans. in conformance with
prudent banking practices. The bank will agree to
intervene when payments are iris:sed to bring loans back to
accrual status, and to write lcans off against provisions
for bad debt when submitting for claims. It is expected
that loan losse::.ill be minimized since banks will be
using their own funds3to finance actual loans.

C. AdV i:ry p~r~ 1~ a. plnn ed that, te IPP will
"t i. a QtW, >q-, Ip eci a I i zed business advisory,

i, ~ -V''~I """,~ 1, an~~na~ large

smna~4 r zt;)[ technlology rel ,t-e- constraints to
their i.Actio or . .[iO i. Each iwf l'involve provision
of techlii:.cal assist i p t private enterprises on a
fee-for-service basis.''

1. First, the Business Advisory_ Services Center_(BASC)
will be established to increase small.industry access
to technical assistance and training by using private
consulting industry market mechanisms. The goal of the
BASC is to improve the market for private provision of
technical services, especially to small and women-owned
enterprise's. The purpose of the BASC is to establish a
privately run organization that will act as a broker of
technical !;ervicos, locating and diagnosing small
industry',s lemand for tucuAliical assistance and
mobilizing the supply of expertise in the country, the
region and the U.S.
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The BASC wi 1]. be organi;, d, first, within a local
privilte .'sma] 1 enterprise proniotion organization--the
1icro-enterprise Industries Development Assistance
Society (1,11I.)A",). Duiring the life of the project, the
13ASC wi 11 1,! fc nal y tuLrIirEhed as an independent
,.7o~ipany. IK;AID wi.ill un, BA;C activities and the
salary- of i loncg term adlvi!;o" through a cooperative
agreejment with MIDAS. A!3 p-irt of this agreement, MIDAS
will work w.iAth BSCTC, IIP2W( (;oe below) and
rpr :,t:a t i,.. ; of the 1,-iva te sector to set lp BASC as
an organ izat-ior and work c:i_!::1y with BASC during its
first year of independent oj:a rat ions. Once
eotabl.fi ed , !;;AID pl ansV r', provide support to the BASC
directly.

A Board of Directors will provide oversight of the
management und perfornance 'f the organization. It
will consist:; of representatives from private business,
the banking~ csnnmunity, ii:IC, the consulting industry,
the Board of Tlhvestient and ether concerned
in:;ti tu ti o:v; . 'Ihe 1ASC'.,; a . iii functions will be
profot io:a ind orqcini;:ati,1t:,-.1, and it will have a
small staf.,..rc]lying priri irly on outside, private or
pib. ic so1nt"es ot experti e.

2. A,- a ;ec(un1,J .:t under the Advisory Services
component of t, I.. , ~UAID plans to continue to fund

. ry4Up .c t.it. o the Ban.ladesh/US Business
Cqimdti a lTb')'., i v i ty original ly f i nanced under
;thE. ' ch .~cF f > j • oject (A; I[ D.' Project No.

.3)8 ) n ne Ji that the IPJ -will finance
BUSBC activitiee4, for an additional sixteen months
(through December 1990) , under the current USAID
cooperative agreement with BUSBC, to enable BUSBC to
become a self-supporting, membership organization
providing investment inforwation and liaison services
t:r cuirrent: .nd potential IU..;. investors in Bangladesh.

3. Lastly, thr' ASyi sory (ervices component will fund the
estaliihmi,.nt ct: an I nternational Executive Service
Corp ( ,I P5W) l 'o, rai i -- i jag I shi. IESC-is a US-based,
non-protit argan i ization whicli, on request from
Bangladeh i entrepreneurs, will locate retired
executives of [.S. firr, .;illing to work on specific,
firm-level I)'otl.tems by rie:mns of short-term, voluntary
visits to Iliur) 1 ae.li. "]hoeobjective of this component
i a to conc 1 ,la 10 con sl t itic;ns over 5 years, and
th.ereby g o t , t ipprox imatc.] y ) O0 new j ob
opportunitiu:;.
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t. is anticipared that A.I.rD. will sign a two-year
Coop.erat.ive: Agreement with the IESC. BSCIC and the 1401
wi 11. se, V(_,  1!; IE.C, L C -otnte Ip'. ts. IESC's activities are
expectd tr eluirp , one I ca1]-hire senior professional
and ole ur t wu :;JIpp o,'t: i lv Iff. At the end of the
two-yeor Ij:io,.i, an evaluiti on will be conducted and,
if warranted, the Cooperative Agreement may be extended
for an additional three years.

L:acl, of the project comnponents will be monitored and
evaluated indiviclually, with USAID and the OI
monitoring overall. project progress towards achievement
of objectives. USAID will contract separately for
monitoring and evaluation aiv] audit services required
for the project.

V. Projec.t. .Output

The project outputs are mutually supportive. In
combination, tley are expect- to have a more significant
effect on the (rowth of the si.al industries sector than
the sum 'of the effects of the individual outputs taken
separately.

Pol ICy .rnp1. e1,1 etI at* i on ?Iri.l '- Group: - over the planned
5-year.LIP.oi -Ato .rr..cponent, at least 20 major
stud |eO .i k. ,t-];'d ().4Us wi. be 'Conducted leading to
~at ..1.. ,. ,, ' . ,' ...,,-orw s nd imprqved procedures for
hndJ iu -,..fli/.,tm ..Ht . tv"loni ncl by the iBoaird of Investment.

Small T.dust-v 'r,-,t r' uance Scheme:. Planned
obligations tor the SICIS are shown in the attached
illustrative financial plan. The SICIS will be implemented
in two stages. The Pilot Phase I of the SICIS is expected
to finance up to $4 million in guarantee coverage. Based
upon 501 covetige of average loans_; of $100,000, with
four-year term::;, Phase I will support a total of $8 million
in loans outstanding at any one time.

If the result:; at the end of the pilot phase warrant, a
second phase wi 11 be ful I y dc!; i.jned and initiated. It is
anticipated that SICIS lPhase I I could have the capacity to
support over 2,00() ,;mual enterirj ie o ans averaging
$100,000), w ith i I d lit e o t 12 years. The impact of the
program wi 1 1 he Lu rther increaI-Sed through the
"demonstration effect:" in that other banks can be expected
to in reas5, tlc, I .u/ I 0f s;i,,IL u s ixness lending in light
of the SI C[S exper ic.nce.
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Advisory Through a combination of firm and

industry leel, f eu-based consultations and short-term
trainingcoulrsw,, over a five year period, the three

elements of the Advisory Services component will assist

over 350 new ondl e>xi,: t:iuc enterprises, and 150 new and
x,[iti nq en t.e 1Cwi.] I r'cetve training. It is

expected that the volume of private consulting for small
enterprises will 'increase and that the BUSBC will become
I arge y sel f-si C f i c tent.

VI. Project Financia1l Plan

The estimated life-of'-project is 7 years with total
contributions by all parties involved estimated to be
approximately $70 million. This project will utilize
inputs from A.I.D., Bangladesh and U.S. private sector and
.Bangladesh Gove rnment.

Planned project obligations for A.I.D. and BDG are shown in
the attached Illu, strative Fin,,ncial Plan. Changes may be
made to the plan by representatives of the BDG and USAID
named in the tx;.:t of this Agreement without formal
amendment of the Agreement, provided such, changes do not
cause t-he A.I.D. contribution to exceed the total amount
set forth in Section 3.1 of the Agreement or the BDG's
contributic b ( Te. l:ess than the amount set forth in
Section: . .14, r 6 e, q ment. Future: funding in excess
:o the.. : ";6{>u6 iated under,,Section -3.1 of this
,A 0,0ii-e-O t4-1.: (5:,". subject to the availability, of
:fundaiJ- .ga'4. t of the parties ,to proceed.

a.• A ......s D zaz',

/
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[ ,,USTRATI V1 FIIIANCIAL PLAN
(US$ 000's)

A. I.D. BDG

FY 89(LOP LOP

E. Planhed Oblications Under this Agreement

Policy Implementation Analysis Group (PIAG):
a. Technical Assistance 1,465 100
b. TPraining 100 -

c. Commodities/Equipment 57 66
d. Administrative Expenses 15 37
e. Contingency 13 -

Total 1,650 203

II. Planned Obliqations Under Other Agreements */

1.. Small Industries Credit Insurance Scheme (SICIS) 11,891**/

2. Advisory Services:
a. Business Advisory-'.Services Center (BASC) 2,390 -

b. Bangladesh/US 3uuinss Council 144 -

a, International Eutve iervice Corporation 950 -
:Tota : '1 "'3,484 31484 -

427

., . .,,, .17,4 52 _203***

Separate, non-bilate:al agreements are planned to finance the following
components through private sector organizations.

•**/ It is anticipated that $4 million may be provided from funds allocated to

AID/W under the Loan Portfolio Guarantee Program.

***/ Additional local contributions from private sector sources are estimated

to equal approximately $52 million in local currency, including the Taka
equivalent of approximately $1,214,000 for local costs under the Advisory
Services component, and matching bank and borrower capital provided under
the SICIS component.
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Project Grant Standard

Provisions Annex

Definit-ions: As used. in this AnneX, the "Agreement" refers to
theProject Grant:Agreement to which this Annex is attached and
of Which this Annex forms a-part. Terms used in this Annex have
the isame meaning or reference as in the Agreement.

Article A: Project Irrmlen:ntation Letters

To assist Grantee in the implementation of the Project, A.I.D.,
from time to time, will issue Project Implementation Letters
that will furnish additional information about matters stated in
this Agreement. The Parties may also use jointly agreed-upon
Project Implementation Letters to confirm and record their
mutual understanding on aspects of the implementation of this
Agreement. Project Implementation Letters will not be used to
amend the text of the Agreement, but can be used to record
revisio; or exceptions which are permitted by the Agreement,
including the revision of eleTtrnts of the amplified description
of the Project in Annex 1.

Article B: General Covenants

SECTION ].l.1J<CoinmItation. The -'artils will cooperate to
.. ...aure tha. tNli murpOse of this Agreeir pt will be accomplished.

o .hi.'en] tharies, at, tho requestof either, will
exchanqeViewsllon ,the progress of the Project, the performance
of obligationb tuner this Agreemr.nt,'the performance of any
consultants, contractors, or suppliers engaged on the Project,
and other matters relating to the Project.

SECTION B.2. Execution of Project. The Grantee will:

(a) carry out the Project or cause it to be carried out
with due diligence and efficiency, in conformity with sound
technical, financial, and management practices, and in
conformity with those documents, plans, specifications,
contracts, schedules or other arrangements, and with any
modifications therein, approve,] hy A.I.D. pursuant to this
Agreement; and

(b) provide qualified and experienced management for, and
train such staff as may 1W appr()jpriate for the maintenance and
operation of the Project, and, as applicable for continuing
activities, cause the Project to be operated and maintained in
such manner aS to assure the continuing and successful
.achievement of .the purposes of the Project.

:Y ,**~



4 'I

PrUJ Oi'P GRAI I I' !;VA!1DAN) 1T1J.. f;L(IA Al R AJ1LX: AIJIILX2 PAGE. '2 OF 7

Articlp B: (s'ieral Covenaihs (Continued)

SW~'T11 B. 3' 'Utilization of Goods and ServiCf:n-3.

* ~ (a) Auiy )ources 'f i n',"~ Io tner the G;rant wi IIll ii] ss
otherwisq ayroefT in wrkitjiy by A.I)D., be divoted to tile Project

-M ", " ,4:)'! until'.the, cmnpletion' of the'Project,'and thereafter will be used
so as to urthirthe objective:; soupht -i, carryingj out the

l -Gofl.3 or servi(-xes [1naced under Lho ;rant, except as
A.I.D. may.otherwise ag ree in writing, will iiot t: ised to
proint:, or l:- st a for.ig aHi, project or ;,:Ilivity a;rociated
wi'th or finari cLby a country not included in Cd, ' 35 of the

G:I .D.,.eog raphic Code Book as in effect at the time of such use.

,,. : .. ..... . .. . , 3,-.1C 11, 1 O N .I 4 -.' 'ia at

" '".0 ')" Th ..s, A yree6m n t ai ,dth Granit"Wil~l i.y; free frron any
taxation orJeres ,)imIx)sed under'iaw.Ptn. etfei:t fi he territory

(b) .*'Jo:th ha extent 1;Am (1) any contractor, in:luding any
.consiitir~i~y~inrm,, any [ rn ' 1rm, . of $c coit.ra,-Ior I inanced under

amd any,, pr oprLy or t. ransat. ion r,:;ttiLi. to such
odi y trocueet. t ransact ion financed

e, ifiable taxes,_
e1.eIs ir awi. in-ef fen t in~ 11 a: aijd :o: tile

'to C-, I h

AM ; VJU ,, JImpl ie en tat ion
Wlh-iunds o the r..than' those

SECTIO(1 1l.5. ReL)rts, Records, InsF_,Lction, Audit. 'Tihe
Grantee will:

(a) furnish A. I .1). rmu,:h inforimation an I rjxJrL.- relating to
the Project and to this Agreeir.mt as A.I.I). may reasonably
request;

(b) ,ainitiarm or causoe ,L.e rnLoiit;ained, in acr-ordance with
generally'accepted account-.inrj !)rinciples and practices
consistently applied, books and records relating to the Project
and to this Ayreemrirt, d,, l.' ) to hw, wil l.)ioutl I ititation, the

receipt and use of goods a(ld t;ervices acluir,, ulnder the Grant.
Such books and records will be. audited regularly, iii accordance

with generally accepted auditingm standards, and inaintained for
S three years nif : the. date of lJr1;t. di.bini rs, -illl. 'u by A. I .. ; ilch

... ooks and, records will 'also be ,f,.(juate ty !llW thr, nature and
.exte1L. ,ozAsoLq1itatio1s of: pros-p,31:ctivi? !supI,,l i,:r.; f -o.,I and

" rvices the u 1W e, bas *4r is. of Of coit, rct: and ord rs

Sand the"' dve ra I Ipr(Yqress of the Prtoject towia rd (:01l Let ion; 'and

p,.
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Artidle B: rirrl Covenarnt.s (Continued)

(c) aff()rd authorized r-pro.' entatives of a Party the

q[)rttinirty .it -il reason3iibl- i,, to insip.ect I he Project, the

utilizat-ion nf ,tjJrs an( :,rv ie ; financed by sich Party, and

lWaoks, records, and other docuuyents relating to the Project and
the Grant.

SECTION . . ( lflet , o Information. 'T11e Grantee
conf irms:

(a) tLat r.he facts anl :t:ances of which it has

informed A.I. U., r caus;e A. I .D. to be informed, in tle course
of reaching agreement with A. .U. on the Grant, are accurate and
complete, and include all fa(-t,( iii)(1 circumstances that might
materially affect the Project: .-n(l the discharge of
responsibilities! under this Au,;r .2rt;

(b) that it will inform .... in timely fashion of any
subsequent fact:s and circumstanc,-.; that might materially affect,
or that it is reasonable to i,?iove inight so affect, the Project
or the'discharge of resjonsibiIities under this Agreement.

SECTI( 4'.13'.7. Other "ar, r . 'rho (;rant:,( ;ifffirms that no

payments have been or wi-l te re,,ived by any official of the
Grantee in connection with the pr x-urement: of gxxls or services

financed under the Grant, except fees, taxes, or similar

paylmnts legally establisiled in the country. of the l.rantee.

SECTION B.8. Information and Marking. The Grantee will
givelappropriatepublicity to the Grant and the Project as a
program to which the United States has oontributed, identify the
Project site, and mark gxds finarnced by A.I.D., as described in

Project Implerre ntation Letters.

Article C: Procurement Pru*-.i:;icn.,

ScTi(.Ai C. t. sixecial uP,.

(a) 'thie :2(,ulce and ori in cf ocean andF ai r sluipping will be

deemed to be t h,. ocean v)r;Sel's or aircraft'" country of

registry at th time of sh iFJl.

(b) Preinium; of m arirv' ir rr,:e placed in tl, territory of

the Grantee will be deest an eligible Foreign Exchange Cost, if

otherwise eligible under Sect: ion (:.7(a).

(c) Any motor vehiclps f inannce, under tho( Grant will be of
United States manufacture, except as A.I.D. Ind') otLhrwise agree
in writing.

(d) Iran -por tat ion by ali, f inancer] under the Grant, of
property or persons, will be on r-rriers holding United States
certi C icatiorm, to tihe exte nt :-rvic' h' .,5ih ,-,r riers is.

available. i0tails on this, rouirejent will I,, -l .. ;:r be., in a

Project Lmplelnnntation l.tt;:r.
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Article C: ILocurellenit Prov:,[luns (ConLtinud)

SECIPI' C.2'. E li ibiltty Date. No goodsor services may be
financed under tie Grant which are procured pursuant to orders

-orcontrcts irmly ;placer or entered into prior to the date of
this Agr:et'noi, aP~xcpt-, a5 t:ho Parties may otheKrwise agree in

. .SECTION C'. 3 Plans Spec ftciations" and Contracts In
order- for the're to Le- mutual agreement. on the following matters,

: ;.'and.xept a. tLheParties may-otherwxlse' agree in writing:..

(a) The G(rantee will furnish to A.I.D. upon preparation,

(1): any plans, specifications, procurement or
cpnstruction ,schedules, contracts, or other documentation

relating. to, i gds.or services to ir fi nance( under the Grant,
'1inClUig doumntatio relating tI; thle prequal if ication, and

selection of, c66ztractors anid to -06_. solicitation of bids and
proposals. -.lterial modifications in such documentation will
likewise be furnished ,A.I.D. on r tlon;.

' )i sLch:docUientation will''also be furnished to
M.D., updri parat on eltnto any gomds or services,which hhnot financed under the Grant, arre deemed by A.I.D.

to~ be of ma,)q,Jo K* rta to'the Project. Alspcts of the,
. , IV n-., a a) ( 2),will be

a' ,dati01 of.", ,,'

io dU or', propo.,als,.or.
p nuder eoPt~q.4iWl be. approved by

. f t I i r'heir is ,,., t:her terms will

ni E t sndards and masureefits;

(c) ContracEs and contractors financed under the Grant for
engineering and other professional services, [or construction
services, and for such other services, equipment or materials as ' ;.:"

may be specified in Project Implementation Letters, will be
approved by.A.t.D., in writing prior to execution of the
, contract '." Materimodifications in such contracts will also be
approvedih iWritirig by A 't.i.prior to execution; and

(d) Cornnisltirg firms rniri by the GranteO For the Project
but not: f i. nar,:,-d urnlr t o (;r t ,.nt , il s :rop ,f' .1,i.rr ,;.rvices
and such of their personilr. ass;i,jt id to the Project as A.1.D.
may specify, and construction contractors used by the Grantee
for the Project bit not financed under the Grant, shall be ... '"" I .... ,

.I :, .acceptable' to A.I.D.

S4.(' S ETIONC.4'!:a '( :Reasonable Price. ANo more than reasonabl,
'- prices'W ill be 4 aidfor gany oods or se rv ices fInanced, in whole - ' ;':.: '$. [. j
:. ,or in part,,pinc]qr the Graht,.,;Such items wUll ,'- procured on a

fair and, to'themaxirnum extent practicable, Qn a crinpetitive
basis.
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.Articte'S: Pirocurement Provisions (Continued)

SECTIMfl (".5. rtoification to ;Potential Suppliers. To
p.rmit all tInit-d'i tat-e. firrvs t:fn have the oplortunity to
pJartic.ipat. in furnishing quc l:; id services to be f inarinled

under the Grant, the Grantee will furnish A.I.D. such

information with regard thereto, and at such times, as A.I.D.
may request ini Project Implementation Letters.

SEC'T1AI C.6. Shippirg.

(a) Goods which arc to I, transported to the territory of
the Grantee may not be financed under the Grant if transported
either: (1) on an ocean vessel or aircraft under the flag of a

country which iS not included in A.I.D. Geographic Code 935 as
in effect at th, tifle Of fshiL.1v2nt, or (2) on an ocean vessel
which A.t.D., by. written notice to the Grantee has designated as
ineligible; or (3) Under an ceai or air charter which has not
received prior A.t.ID. approval.

(b) CosLs of: ocean or air t:tamportation (of (,,Jod or

persons) and related delivery s.ervices may not be financed under

the Grant, If such gocxls or per;ons are carriedi: (1) on an ocean

vessel under the flag of a cointry not, at tih, tiW of shipment,

identified urnder the paragraph of the A(reement entitled

"Procurement Source: Foreign ExchangeCosts,". without prior

written A.1.I). approva,. or on a non-U.S. flag air carrier if a

U.'. f'lag carrie.r.i, zl ilable (in accordance with criteria
which-may- be contained tn Project Implementation Letters)
without, prior written A'ID. approval; or (2) on an ocean vessel

which A.I.D., :by'written notice to the Grantee, has designated
as ineligible; or (3) under an ocean vessel or air charter which

has not received prior A.I.D. approval.

(c) Unles A.I.I). determi ner tlhat privately-owned United

States-flag c mn,ircial rceatnll vesr,; Is are not ;ivai lahle at fair

and reasonable rates for such vessels, (1) at least fifty

percent (50%) of the gross tonnage of all gocxls (computed

separately for dry bulk carriers, dry cargo liners and tankers)

financed by A.I.). which may be transported on (xcai vessels
will be transported on privately owned United States-flag
conmnercial vessels, and (2) at least fifty percent (50%) of the

gross freight: revenue genetrat.- l by all shi[xynt s financed by

A.r.1). and Lrani;px_)rted to th,: territory of the Grantee on) dry

cargo liners shall be paid to or for the benefit of privately

owned United St:ates-FIag c<rw, ,rCiil vessels. Compliance with

the requirements of (1) and (2) of this sub-,oc .ion limiist: b

.aThieved].with Q.q*pect to beth any cargo tran.prxted [run IJ.S.

Ix)rts and any cargo transported frrsn non-U.S. rorts, ccinputed

separately.

SCI(,Tu) C .7. Insti rance.

(a) Marin insurance on ,o'-As f inanced" by A.I.I. which are

to Lb transjorted to the territory of the Gratil:ee may Ie
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Article C: Procurement ProvisioiS. (Continued)

financed as a Foroign Exchan,' Cost under this Agreement
plOvided (I) ,iih insura "i- '1 *ir:e, at th Ihl,:L avail.hle
cm[petitiv .'l,, and (2) claiwm.; t.) , reunrier at.. - iy~ t le in U .S.
dollars or, at; A.i.D. iriay agree in writing, in the currency in
which such goods were financed or .in any freely convertible
currency. If the Grantee (or government of Grantee), by
statute, decr",o, rule, regulat-ion, or practice discriminates
with respect to A.I.).-finacti procurement against any marine
insurance conpany authorized to do business in any SLate of the
United States, tlhen all goodls :shipj,2d to tile territory of the
Grantee financed by A.I.D. hereunder will be insured against
marine risks an(] such insurance will be placed in the United
States with a conpany or cxppanies authorized to do a marine
iisurance business ina State of the United States.

(b) Except a. A.I.D. may otherwise agree in writing, the
Grantee will insure, or cause to I- insured, goods financed
under the Grant imported for the Project against risks incident
to their transit to the point of their use in the Project; such

insurance will he issued on terms and conditions con.s-istent with
sound cumnercjia.l practice and will insure the full value of the
goods. Any ijdeinnification received by the Grantee under such
insurance will he used to replace or relkiir any material damage

or any loss of the goods insured or will Lx? used to reimburse
the Grantee for t)e replacement or repair of such goods. Any
5LcR~h replacewint wlAix,!:'of source and brigin of count:ries

L n A ).D Code 935 as ineffect at the time of
r epio!c'pnt, ", and, ex.p'CL.:as the Parties"may agree in writing,
will be otherwise :subjedt'to the provisions Of the Agreement.

SECTION C. 8. U.S. Goveriur 2nt-owned Excs; lropjrLy. 'The
Grantee agrees that, wherever practicable, Un~ited States
Goverrmient-owned excess personal property, in lieu of new items
financed under the Grant, should be utilized. Funds under the
Grant may bk u-Sed to finance the costs of obtaining such
property for tile Project.

Article D: Termination, le:redies.

SECIA )WI 1. 1. 'I'ermina t: ion. rith, r Party may terminat e this

Agreement hy giving the othor Party 30 days writ.ten nuot ice.
Termination of this Agreeimrent will terminate any obligations of

the Parties to provide financial or other resources to tile

Project pursuamt to this Agreement, except for payment which

they are curnmitted to make pursuant to noncancellable
cc initrnents entered into with third parties prior to the
termination of this Agreement. In addition, upon such
termination A.I.D. may, at A.I.D.'sexpense,' direct that tit.le
to goods financed under tmq Grant be transf'err -to A.1.1). if
the goods *are. fromn a sourceoutiside Grantee's cointry, are in a
deliverable state and have not: been offloadrJ in ports of entry
of Grantee'- cnntry.
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Article D: Termination, Remedies. (Continued)

STICtN D. z. Refunds.

(a) In the case of any disbursement which is not supported
by. valid documentation in accordance with this Agreement, or
which is not made or used in accordance with this Agreement, or
which was for goods or services not used in accordance with this

Agreement, A.I.D., notwithstanding the availability or exercise
of any other remedies under this Agreement, may require the
Grantee to refund the amount of such disbursement in U.S.
Dollars to A.I.D. within sixty (60) days after receipt of a
request therefor.'

(b)' If the failure of Grantee to comply with any of its
obligations under this Agreement has the result that goods or
services financed under the Grant are not used effectively in
accordance with this Agreemnt, A.I.D. may require the Grantee

to refund all or any part of the amount of the disbursements
under this Agreement for such goods or services in U.S. Dollars
to A.I.D, within sixty days after receipt of a request therefor.

(c) The right under subsection (a) or (b) to require a
refund of ;i'disbursement will continue, notwithstanding any
other provislon of this Agreement, for three years from the date
of the last disbursement under this Agreement.

(d) (1) Pny (efud under ! ubsection (a) or (b), or (2) any

refund'to A.I.D. frIn. a:x)itractor, supplier; bank or other

tlird, 1.j'ty with ect to gjxds or services financed under the
G rant, which Irefund telates to an unreasonable price for or

erroneous invoicing rof goods or services, or to goods that did
not conform to specifications, or to services that were
inadequate, will (A) be made available first for the cost of
goods and services required for the Project, to the extent

justified, and (B) the remainder, if any, will be applied to

reduce the amount of the Grant.

(e) Any interest or other earnings on Grant funds disbursed
by A.I.D. to the Grantee unvlr this Agreement prior to the
authorized use of such fur-]s for the Project will be returned to
A.I.D. in U.S. Dollars by the Grantee.

SF X7IQ4 D.3. Nonw:aiver of Pemn'dies. No delay in exercising
any right or remedy accruirg to a Party in coniiection with its
financing under this Agreeurint will be construed as a waiver of
such right or remedy.

SF. r'ON D.4. Assiyneont. 'I1ie Grantee agrees, upon request,
to ex cute an assignment to A.I.D. of any cause of action which
imay accrue to the Grantee in connection with or arising out of
the contractual perfofmance or breach of pe-rformance by a party
to a direct U.S. Dollar o)ntr;act with A.I.D. financed in whole
or in pa t 'out of funds gran.Led by A.I.D. under this Agreement.
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