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The major items that are to be financed under this Program are sector
grants to encourage policy reforms in primary education in the two
provinces of North West Frontier and Balochistan, as well as technical
assistance, training and related commodities.
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Title: Primary Education Develnpment Program (391-0497)

Portions of the original PAAD are hereby amended to bring the PAAD into full
compliance with the mew Agency requirements, issued to implement the FY 1990
Foreign Assistance Appropriations Act (PL 101-167, Title V, Section 592(B),
transmitted through State 194322 dated June 17, 1990.
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This Amendment changes/amends specific sections of the original
PAAD in order to make the Program consistent with new Agency
guidance on ESF- and DA- funded non-project sector assistance cash
disbursements. Sections of the original PAAD being amended are
specifically noted herein. All other parts of the original PAAD
remain unchanged except as otherwise amended.

I. SUMMARY AND RECOMMENDATIONS
B. Summary Program Description
5. [Elow of Funds
a. Sactor Grant Funda (page 6 of original PAAD)

Replaced by the following:

Sector Grant funds will flow through direct disbursement (EFT) by
the US Treasury to a GOP separate account in the Federal Reserve
Bank of New York. The GOP will generate an equivalent amount of
rupees for disbursement to the provinces. Under the AID guidance
issued in implementation of FY 1990 Forc¢igr Assistance
Appropriations Act, the general use of Sector Assistance dollars
should be agreed upon prior to obligation and foreign exchange used
for sector grant activities mmst be placed in interest bearing
separate account (8). Moreov+r, the use of such funds must be
tracked by means of periodic serification of both deposits to and
disbursement from the saparate ac.ount(s). Examination of both the
bank’s statements of account and reconciliation of the responsible
agency’s reports to the ban¥’s rcatement of account and USAID
records will be conducted on a prescheduled basis.

The specific procedures outlined below may be modified during
implementation after experience is gained with using a jointly
administered trust account.

After the Program Agreement is signed and Condition Precedents arxe
met, the Sector Grant will be transferred by AID/W (in cooperation
with the US Department of the Treasury) into an appropriate
Government of Pakistan account.

Upon receipt of the funds, and in accordance with agreed upon
covenants, the State Bank of Pakistan will credit an amount in
Pakistan rupees equivalent to the US dollar sector grant into a
specially designed "Primary Education Trust Account for the
Northwest Frontier and Balochistan Provances."

Disbursements from the GOP Primary Education Trust account for the
Northwest Frontier and Balochistan Provinces shall be made only
after the prior written concurrence of A I.D., and by means of tied
grants or equivalent mechanism, specifically for primary education
and designated only for the Northwest Frontier and Balochistan
provinces.
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I1V. IMPLEMENTATION PLAN

B.
(page 24 of original PAAD)

Replaced by the following:

1. USAID Administrative Arrangements

The PED Program will be managed in the Mission’s Human Resources
Development (HRD) Office. The Office of the Director and the
Office of Program will assist HRD with policy and macroeconomic
considerations related to the program. (The Training and Technical
Assistance contract was awarded to a firm in a consortium with
other fin's and a university, based upon competitive bidding
procedures.)

2. Contractor Responsibilities

The contractor will be responsible for procuring commodities
integral to the contracted activities and specified in the
contract. The contractor will also be responsible for preparing
detailed specifications for commodities but will be delegated
procurement authority for only certain types of procurement in
accordance with current Mission policy.

3. GOP Administiative Axrangement

The Mission requires counterparts in a number of ministries
including tha Ministries of Finance, Education, and Planning and
Development. The Mission will work through the Economic Affairs
Division (EAD) of the Ministry of Finance to identify the
appropriate individuals to represent the GOP when other federal
ministries and departments are involved.

The Ministry of Finance and Economic Affairs will be involved in
programming of Sector Assistance dollars and rupees under this
program.

Based on the Mission’s past experience, the Mission Controller
concludes that th» GOP’s Ministry of Finance has an adequate
capability and track record to administer/manage dollar separate
account for debt service and a formal financial assessment is not

required at this time.

4. Provincial Governments Administrative Arrangements

The program is to be implemented mainly at the provincial level in
the two provinces, NWFP and Balochistan

The ministries involved include Education, Planning & Development,
Finance, and Communication & Works The Ministry of Education will
be the implementing agency for its respective province. Within
these ministr’<s a Director/Additional Director for Primary
Education wil e appointed to exclusively look after this program.
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G. Funda Flow (page 24 of original PAAD)
Replaced by the following:

The disbursement of funds will follow two separate channels under
the program. The two channels are:

1. Sector Grant (SG) Funds: These will flow through
direct disbursement (EFT) by the U.S. Treasury to a GOP separate
account in the Federal Reserve Bank of New York. Local currency
equivalents, provided by the GOP, will be monitored until released
to the provincial sub-account level.

2. Training and Technical Assistance Activiiy Funda:
These will be disbursed directly by USAID, with the concurrence of
the GOP, whether foreign exchange or local currency purchased with

foreign exchange.
V. EINANCIAL PLAN
B. RED Budget
3. Sector Grant (page 27 of original PAAD)
Add the following at the end:

The PED sector grant represents a major use of a sector support
mechanism by A.I.D in Pakistan. The procedures specified are in
accordance with the new financial management guidance on dollar
separate accounts for ESF cash transfers and ESF-, DA- and
DFA-funded non-project sector assistance cash disbursements, as
outlined in State 194322 dated June 17, 1990. The flow of Sector
Grant funds will be as follows:

- After signature of the ProAg amendment and meeting of any
Conditions Precedent, the full SG will be elesctronically
transferred by AID/W (in cooperation with the U.S.
Department of the Treasury) into a GOP account in the
Federal Reserve Bank in New York.

- The GOP will establish a separate dollar account
esclusively for receipt of the PED Sector Grant which will
not be commingled with any other funds. If the agreed use
of the Sector Grant is to repay U.S. or other debt, priox
to disbursement of funds the GOP will propose a list of
debts to be repaid by this SG If U S debt, this list
will be reviewed by USAID and verified by the U S.
Treasury Based upon USAID's approval, the funds vill
then be transferred to the separate dollar account. In
accordance wath the GOP’s internal procedures, the Sector
Grant may pass through interam accounts before reaching
the final separate account In the event interam accounts
are used and the transfe. process from AID through the
interim accounts to the final separate account takes more
than two business days, then
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(1) the GOP would establish each interim account as a
separate, non-commingled, interest-bearing account;

(2) the GOP would agree not to use the funds in the
interim accounts for any purpose prior to transfer to
the final separate account, and;

(3) the GOP would agree that all interest earned on
the funds while in the interim accounts will be
treated as principal (i.e., as if such interest were
a part of the sector grant) and transferred through
to the final separate account.

- A report on separate account activity and copies of bank
statements of account will be submitted to the Mission at
least quarterly. These reports should provide information
on deposits to and disbursements of dollars from the
separace PED account. USAID will reconcile bank
atategents of account with Ministry of Finance and USAID
records.

VI. CONDITIONS, COVENANTS, AND NEGOTIATING STATUS
A. Conditions Precedent to Disbursement

3.

Under the Sector Grant (The following new CPs are
added for Sector Grant)

Prior to each disbursement of Sector Grant funds under this
agreement, or to the issuance by A.I.D. of documentation pursuant
to which such disbursement will be made the Grantez shall, except
as A.I.D. may otherwise agree in writing, furnish or have furnished
to A.I.D., in form and substance satisfactory to A.I.D.:

1. an agreement with A.I.D. which includes a
statement of the policy reforms to be implemented by the Government
of Pakistan and two provincial governments (the "policy
benchmarks") together with a list of actions (the "“action
benchmarks™) that will be undertaken in support of activities as
set forth in the Program Description annexed to the original
Program Agreement. The agreed upon policy reforms and benchmarks
will be set forth in a Project Implementation Letter(s) to be
countersigned by the Grantee,

2 a list of specified debts to be repaid with the
proceeds of the Sector Grant together with a schedule of
disbursement including amounts and dates, if debt repayment is the
agreed upon use;
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3. a designation of the bank and the dollar account,
with name and number, into which the U.S. dollar Sector Assistance
Grant is to be deposited, together with a statement that a separate
dollar account has been established exclusively for receipt of this
PED Sector Grant from A.I.D. and that such account will be
maintained in the manner required by the following section VI. B,
1, 3 & 4. Such account is referred to herein as the "Separate
Account"” which is the last non-commingled separate account where
funds remain prior to disbursement for eligible transactions by the

Grantee;

4. the name of the ba~k and the account name and
number for each interim account th; gh which the Sector Assistance
dollars may pass before reaching th. Separate Account (and where
transfer process to the Separate Account will take longer than two
business days) together with the Grantee’s statement that such
account (s) is/are established and will be maintained in the manner
required by the following Section VI. B. 2.

B. Covenants (The following covenants are added for Sector
Grant)

1. Accounting for Utilization of Separate Account Dollaxa

The Grantee covenants and agrees that the Separate Account
established will be used exclusively for the receipt of the PED
Sector Assistance dollars from A.I D and such proceeds will not be
commingled with any other funds from whatever source. The
non-commingled Separate Account shall be an interest bearing
account and any interest so earned on the dollars while they are in
the Separate Account shall be programmed as principal ..e., the
Grant) Except as A I.D otherwise agrees in writing, the Grantee
covenants and agrees to use all dollars in the Separate Account
exclusively for the purposes set forth in Section VI.B.4. The
Grantee further covenants that no dollars shall be disbursed from

the account without prior A.I.D. approval.

2. Accounting for Sector Assistance Dollaxs duxing the
Ixanafer Process

The Grantee covenants that the Sector Assistance dollars, after
being disbursed by A I D., will not be commingled b fore they reach
the Separate khccount nor be accessed in the interim account(s) for
any purpose except for their ongoing transfer to the Separate
Account. If Sector Assistance dollars require more than two
business days to reach the Separate Account, then both parties must
ensure that interest is being earned on the balance of the
disbursement and that this interest is being transferred with the
principal to the final Separate Account.



a. The Grantee covenants and agrees that the Agency
designated by the GOP to be responsible for managing the dollar
Separate Account will maintain or cause to be maintained, in
accordance with generally accepted accounting principles and
practices, consistently applied, books and records relating to the
dollar Separate Account adequate to show, without limitation, the
receipt and use of the dollar Grant and to enable A.I.D. to verify
all reports submitted by the managing Agency to A.I.D. concerning
deposits to, and withdrawals and disposition of dollars from the
Separate Account. The managing Agency will provide reports on the
status of the Separate Account activity to A.I.D., with appropriate
supporting documents to include at least copiex of epplicable
ledgers, and bank statement of account. Such reports should be
provided on a calendar quarter basis.

b. The Grantee covenants that the Separate Account
shall be audited at least once a year in accordance with the
procedures agreed to by the parties in Project Implementation
Letters; and further agrees to provide representatives of A.I.D.,
at all reasonable times, all records and supporting documentation
with regard to the dollar Separate Account, to examine and verify
compliance with this Agreement

4. Purposes for Which Dollar Grant May Be Utilized

a. PRlanned Uses of the Dollar: Sector Grants may
be used for servicing of U.S. and/or multilateral debts and/or
import financing.

b. Prohibhited Uses: The dollar Sector Grant may
not be used for financing military or para-military requirements of
any kind, including the procurement of training, commodities or
services for such purposes. Tie Grant may not be used for
financing nuclear technology related activities of any kind,
including training, commodities or rervices for such purposes;
support of any kind to police or law enforcement activities;
abortion commodities or uses; luxury goods; commodities or
activities of communist countries, or servicing of military sales
debts of any kind.

5. Refund of and Redeposit to the Separate Account Funds

a. Refund of Dollar Grants: In the case of any
utilization of the dollar Sector Grant which is not supported by
valid documentation in accordance wath the Program Agreement, or
which i3 not made or used in accordance with the Program Agreement,
A.I.D., notwithstanding the availability or exercise of any other
remedies under the Program Agreement, may require the Grantee to
refund the amount of such disbursement an U S dollars to A.I.D.
within sixty (60) days after receipt of a request therefor The
right to request a refund will continue, notwithstanding any other
provision of the Program Agreement, for three (3) years from the
date of the disbursement by A.I.D. of any Sector Grant under the
Program Agreement.
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b. Redeposit of Dollars: In the event that the
dollars in the Separate Account are disbursed by the Grantee in a
mannexr inconsistent with the procedures established in this
Agreement, or are disbursed by the Grantee for ineligible uses
and/or transactions, A.I.D. may, by written notice to the Grantee,
require that dollars equivalent to the amount so disbursed be
redeposited by the Grantee into the Separate Account established as
a result of Section VI.A.3. above, and any funds so redeposited
shall be reprogrammed and disbursed in accordance with all of the
procedures set forth in the Program Grant Agreement and subsequent
amendments thereto.
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