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Fourth Amendment, dated SEP 26 ]990 to the Grant
Agreement, dated September 30, 1986 between the Arab Republic
of Egypt ("Grantee") and the United States of America, acting
through the Agency for International Development ("A.I.D.") for
Agricultural Preduction and Credit. '

SECTION 1. The érant Agreement as amended on September
21, 1987, June 15, 1988, and March 30, 1989 is hereby«further
amended ae follows:

A. Section 3.1 is amended by deleting "One Hundred Twenty
Three Million United States ("U.S.") Dollars ($123,000,000)"
and:- by substituting "Oone Hundred Forty Eight Million United
States ("U.S.") Dollars ($148,000,000)" therefor.

B. Section 3.2(b) is amended by deleting "Two Hundred
Thirty Three Million, Two Hundred Eighty Five Thousand Egyptian
Pounds (L.E. 233,285;000)", and by substituting "six Hundred
Forty Five Million, Seven Hundred Fifty Seven Thousand Egyptian
Pounds (L.E. 645,757,000)" therefor, and by deleting "One
Hundred Twenty Three Million U.S. Dollars ($123,000,000)", and
by substituting "Two Hundred Eignty Three Million U.S. Dollars
($283,000,000) " therefor.

C. Section 3.3 is amended by deleting "September 30,
1995“, and by substituting "September 30, 1995",'therefor.

D. Article 4 is restated in its entirety as follows:

Article 4: Requirements Precedent.
SECTION 4.1. Initial Requirement Precedent. Prior to

any disbursement of the Grant, or to the issuance by A.I.D. of

'documentation pursuant to which disbursement will he made;‘the
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Grantee ﬁill,:e#cgpt as the Parties may othéfﬁise,ﬁgreqiip
wriﬁing, furpish to A.I.D., in form And subgthnqq qatiéfactory'
to'A;I.D. a statemeﬁt of the names and titles of théjpersons
authorized purs;ant to Section 8.2 to act as representatiﬁés of
the Grantee, together.with a specimen signature of each person
specified in such statement.

SECTION 4.2. Requirements Precedent to Performance
Disbursements. Except as the Parties may otherwise agree in
writing, prior to each disbursement of the Grant pursuant to
Section 7.5 (a "performance disbursement") or to the issuaﬂce
by A.I.D. of documentation pursuant to which such disbursement

will be made:
(a) the requirement precedent set forth in Section

4.1 shall have been met;

(b) the Grantee shall be determined by A.I.D. to be
making satisfactory progress towards the implementation of a
comprehensive program of agricultural reforms:;

(c) the Grantee shall be determined by A.I.D. to be
in compliance with all of the terms, conditions and covengn;s,
of the Grant Agreement:; “ |

(d) the Grantee shall have furnished evidence, in
' form and substance satisfactory to A.I.D., that it has made an
Egyptian pound capital contribution to PBDAC which is

equivalent to the amount of the next performance disbursement;



(e)  -the Grantee shall have furnished, in form and
substance satisfactory to A.I.b., a designation of thé
interest-bearing bank account to which Grant proéeeds of*
performance diﬁﬁursements made pursuant to Section 7.5 are to
be deposited, togethef,with the Grantee’s and the bank’s
certification that such bank account is established and will be
maintained in the manner required by the Grant Agreement; and

(f) the Grantee shall have furnished, in form and
substance satisfactory to A.I.D., a statement of the maans by
which funds deposited to the bank account desiqﬁated pursuant
to Section 4.2(e) will be withdrawn. ‘

SECTION 4.3. Notification. Wwhen A.I.D. has
determined that the requirements precedent. specified in
Sections 4.1 and 4.2 have been met, it will promptly notify the

Grantee.

SECTION 4.4. Terminal Dates for Requirements

zxgggﬂghg. If the requirement precedent specified in Section
4.1 has not been met within 90 days from the date of this Grant
Agreement, or such later date as A.I.D. may agree to in
writing, A.I.D., at its option, may terminate this Grant
Agreement by written notice to the Grantee. If the
requirements precedent specified in Section 4.2 have not been
met within such time periods as may be established by Project
Implementation Letters, A.I.D., at its option, may terminate

this Grant Agreement by written notice to the Grantee.



.E. Article 5 ig amended by adding the féllowing}Sections
5.8, 5.9, 5.10, 5.11, 5.12, 5.13 and 5.14:

;*SﬁéTiON 5.8, Retention of Earninas by PBDAC. The
Gréntee snélr'ﬁot share in PBDAC’s gross earnings for any
fiscal period which résult from contributions made to PBDAC by
the Grantee under this Grant Agreement and under the Grant
Agreement for the Small Farmer Production Project No.

263-0079.

SECTION 5.9. Financing of PBDAC’S Operating

Expenses. The Grantee agrees that at least one-third of tﬁe
amount permitted to be retained by PBDAC pursuant to Section -
5.8 of this Grant Agreement shall be used by PBDAC to finance
its operating expenses and administrative costs.

SECTION 5.10. Monitoring and Reperting. The Parties
agree that PBDAC w;ll establish a monitoring and,reporting
system to produce information and reports, in form and
substance satisfactory to aA.1.D., pursuant to requirements set

forth in a Project Implementation Letter.

SECTION 5.11. Adgreed Uses for Performance .
Disbursement Grant Proceeds. The Parties agree that Grant

proceeds of performance disbursements made pursuant'to Section

7.5 will be used, subject to such,elaboration as may bq
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pfoyided in ?rojéct Implemehtgtiqn Letters, for aﬁy or all of
the goilqwipg: ’ |

. (&)- to purchase equipment or commodities of U.S. .
source aﬁd origin;

4 (b) to repa# debts of the Grantee, either :owed to or
guaranteed by the United States of America; and/or

(c) such other uses as agreed to, in writing, by the

Parties;
provided, however, that Grant proceeds of performance

disbursewents may not be used to import equipment or
commodities, or to service debt related to equipment or
commodities, for use by military or police organizations.
SECTION 5.12. ou ormance
Grant Proceeds. The Grant proceeds of performance
disbursements made pursuant to Section 7.5 will be deposited to
an interest-bearing bank account or accounts established by the
Grantee solely for the receipt of the proceeds of such
performance disbursements by A.I.D., together with any interest
earned on funds so deposited. Such proceeds may not be
co-mingled with other funds from whatever source. Any interest
earned on such bank account or accounts will be treated as
though it were principal (i.e., as Grant proceeds disbursed

pursuant to Section 7.5) received under the terms of this Grant

Agreenment.



SECTION 5.13. Replenishment of Grant Proceeds. The

Grantee agrees, without limitation of any other renodios.that ’
may be a?ailable to A.I.D. under this Grant Agreement, to
redeposit to tﬂe bank account or accounts described in Section
5.12, U.S. Dollars equal to the amount of any Grant proceeds
used for purposes prohibited or not permitted under Section
5.11, and to treat such deposited amounts as though they were
principal (i.e., as Grant proceeds disbursed pursuant to
SQction‘7.5) received under the terms of this Grant Agreement.
SECTION S5.14. Local cCurrency Account.

(a) The Grantee will establish a new account (the "Local
Currency Account") in the Central Bank of Egypt, and will
~deposit into such account, promptly upon receipt, currency of
the Arab Republic of Egypt in amounts equal to proceeds
accruing to the Grantee or any authorized agency thereof as a
result of the sale or importation of aquipment or commodities
financed with Grant proceeds of performance disbursements made
pursuant to Section 7.5. Such funds, as so deposited to the
Local Currency Account, shall not be co-mingled with any other
funds from whatever source.

(b) The Grantee shall make such deposits to the Local
Currency Account at the highest rate of exchange prevailing and
declared for foreign exchange currency by the competent

authorities of the Arab Republic of Egypt.
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..(e) -Fﬁpdé deposited to the Local Currency Account
pursd&né to the foregoing shall be used for éuéh purpﬁsea as
shall be agreed to, in writing, by the Parties.

(d) Any ﬁnencumbered balances of funds which remain in
the Local Currency Account upon termination of A.I.D.’s
assistance program with the Grantee shall be used for such
purposes as may then be agreed to between Grantee a2nd A.I.D.

(e) The Grantee will maintain documents, in accordance
with generally accepted accounting principles, ip support of
expenditures from the Local Currency Account. Such documents
will be available for review by A.I.D. or its designees for a
period of three years following the last deposit to the Local
Ccurrency Account made in accordance with the provisions of this
Agreement.

(f) Local Currency Account funds, if any, not used in
accordance with the foregoing will be replenished by the
Grantee from its own resources.

F. Article 7 is amended by adding the following Section
7.5:

SECTION 7.5. Performance Disbursements. At such times as
the Parties may mutually agree upon, and upon satisfaction each
such time of the requirements precedent set forth in Section
4.2, A.I.D. will deposit Grant proceeds in the bank account or
accounts designated by the Grantee pursuant to Section 4.2 (e)

in the amounts agreed upon by A.I.D. based upon the
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iﬁplpmentatiqn of the comprehenéive program referred to in
Section 4.2(b), and suhjeét to the further provisions regarding
such disbursements descrfbed in Annex 1 hereto. Each such -

disbursement wfll be deemed to occur on the date A.I.D. makes

such deposit.

G. Annex 1, Project Description, as attached to the Grant

Agreement, is deleted in its entirety and Annex 1, attached to
this Foﬁrth Amendment, is substituted therefor.

H. Table 1, Estimated Obligation Budget for Aaricultural
Production and Credit Project (263-0202), 1989, as attached to

the Third Amendment to the Grant Agreement, is deleted in its
entirety and Tables I and II, attached to this Fourth
Amendment, are substituted therefor.

SECTION 2. Ratification. The Grantee will take all
necessary action to complete all legal procedures necessary to
ratification of this Amendment and will notify A.I.D. as
promptly as possible of the fact of such ratification.

SECTION 3.  Language of Amendment. This Amendment is
prepared in both English and Arabic. 1In the event of ambiguity
or conflict between the two versions, the English language
version will control.

SECTION 4. Except as specifically amended or modified
herein, the Grant Agreement shall remain in full force and
effect in accordance with all of its terms. .

SECTION 5. This Amendment shall enter into force when

signed by both parties hereto.
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IN WITNESS WHEREOF, the Arab Republic of Egypt and the
United States of America, each acting thrbugh'its reépective '
duly authorized rgpresentatives, have caused fhis Amendment tc
be signed in éﬁeir names and delivered as of the day and year

first above written. .

ARAB REPUBLIC OF EGYPT UNITED STATES OF AMERICA

BY MM. BY : mu&._
NAME : a malla NAME : Frank @. Wisne
TITLE: Minister of State for TITLE:

te tion Coo

BY : A BY g““/(bu ’&,}‘

_4________5-

T ——

e — .
NAME : Dr. Hassan Selim NAME

TITLE: Administrator of the TITLE: Director
Department for Economic USAID/Eqypt

Cooperation with U.S.A.

10



- 10 -
Implementing organizations

In acknowledgement of the foregoing Agreement, representatiyos

of the implementing organizatipns have subscribed their names:

By 5 _ dewed \*J*‘%ég

NAME : Dr. Youssef Wally

TITLE: Deputy Prime Minister
and Minister of
Agriculture and Land

Reclamation

BY
NAME : Adel H. Ezzi
TITLE: chairman, Principal

%

I



Project Grant Agreement - 263-0202

Proiect Description

The description of the .Agricultural Production and Credit
Project which follows can be modified by written agreement
between the authorized representatives of the parties named in
the Grant Agreement. The elements being modified, howvever,
must be within the general scope as set forth in the text of

the Grant Agreement.

I. Backaround

The Project evolved (1) from the predecessor, Small Farmer
Production Project (SFPP 263-0079), (2) from a series of
studies analyzing the role and needs of the Principal Bank for
Development and Agricultural Credit (PBDAC) and its role as a
provider of agricultural inputs, (3) from several analyses and
high level dialogue regarding the policy reforms required to
increase agricultural production, and (4) from the 1985 PBDAC
decision to expand the SFPP concept from 3 into 8 additional

governorates.

II. Goal and Purpose

The project is financed by a grant to the Government of Egypt.
The goal of the project is to support reforms in the
agricultural sector and to strengthen market-based incentives,
thus encouraging investment in agriculture and increasing
overall productivity and farm income. This major AID and
Government of Egypt effort will support significant reforms in
sectoral policies.

The purpose of the project is to provile farmers with new
technology, improved financial services and a competitive,
expanded input supply system. The project will achieve this
purpose by increasing the capitali-zation of the PBDAC with
contributions by the GOE to enable PBDAC to meet the demand for
increased credit resulting from the policy reforms; by
strengthening the institutional capacity of the PBDAC to obtain
adequate funds, provide access to credit, and provide financial
services; by opening the input supply market to the private
sector; and by improving technology diffusion systems.
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The bulk of AID project funds will be dollar-denominated
performance payments to support the GOE measures to reform the
agricultural sector and will be transferred in tranches based
on implementation of planned changes. Prior to or concurrently
with each performance disbursement by AID, the GOE will make
funds available to expand the capital base of the PBDAC.

The amount of a performance disbursement will be determined on
the basis of a review by AID of the Grantee’s implementation of
planned reforms. p

Section 5.8 of the Grant Agreement provides that the Grantee
will not share in PBDAC’s gross earnings for any fiscal period
which result from contributions made to PBDAC under this Grant
Agreement, and under the Grant Agreement for the Small Farmer
Production Project No. 263-0079. For purposes of this Grant
Agreement, the foregoing amount of gross earnings in any fiscal
period shall be determined by multiplying (a) the total amount
of capital contributions made to PBDAC under this Grant
Agreement, and under the Grant Agreement for the Small Farmer
Production Project No. 263-0079, as of the end of such fiscal
period, by (b) the weighted average interest rate on
outstanding unsubsidized loans shown on PBDAC’s books during
such period. The amount resulting fron the computation stated
above shall be regarded as an allowabla expense in determining
PBDAC’s net income or loss before income taxes.

As a result of the increased capital provided to PBDAC, the
PBDAC will be able to expand its credit activity and technical
assistance to modernize banking activities in over 450 of the
PBDAC’s 750 village banks. This should reorient the Bank as a
primarily financial institution and allow it to diminish its
role in controlling input supply and marketing.

While the GOE is developing its agricultural reform program,
the project will begin to institutionalize PBDAC systems to
transfer new technology and make credit accessible +o small
farmers and rural entrepreneurs providing farm related
services. AID funds will be used for technical assistance,
services, training, and commodities to accomplish these project

objectives.

The PBDAC’s goal is to assist the private sector by financing
expansion of private services and infrastructure investments
needed for agricultural development. The Bank also seeks to
improve its baaking services to businesses supporting
agriculture by improving its analysis of loan and investment
opportunities, techniques of evaluating client performance, and
methods of loan management, all of which should enable the Bank
to play a dynamic role in supporting the private sector. These
private sector enterprises could then become major sources of
information for new machinery, proper maintenance, new products
and agricultural technologies.

<
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To facilitate the availability of these services, the financial
viability and management capacity of the Bank must be
strengthened. - At the end of the project, the PBDAC will have:

1. a sound capital structure and capital management
systemn, '

2. effective management controls (budgeting, auditing,
and financial analysis of Bank performance),

3. a dynamic personnel management and training progranm,

and
4. a modern manajement information/accounting system.

III. Implementation

On tke policy level, the key project implementation process
will be part of the AID overall policy dialogue and support to
the GOE economic reform program. The details of the policy
dialogue process will be the subject of Project Implementation
Letters which will establish policy benchmarks, and provide
information regarding progress made by the Grantee on its
previously announced agenda of policy reforms.

On the technical side, the project will be implemented by t*=a
PBDAC. The Bank will cooperate with others, i.e., the Naticunal
Extension Service (NES), private enterprises, and the MOA to
ensure that the project meets its objectives.

The Chairman of the PBDAC will be the Project Director. Day to
day activities will be managed by a Project Manager who will
report to the Chairman and have responsikility for coordination
with the extension service, preparation of reports to PBDAC and
AID, management of administrative support, and leadership of
the total project team with the assistance of the technical
assistance contractor.

Iv. Project Technical Activities

Project activities are designed to facilitate policy reform to
create a dynami.., expanding agricultural sector which will be
advantageous to farmers and private sector business. The three
primary technical activity outputs are:

a. financial services to allow small farmers to take
advantage of opportunities created by 'policy reform,

b. development of private sector businesses in
distribution and marketing, and

C. increased transfer of new technology to farmers by
these private sector enterprises and the NES.

14
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V.  Illustrative Financial Plan

Tables I and II provide information regarding the Project
budget. The total plann:d AID contribution to the Project will
be $283,000,000, which will be obligated in increments subject
to the availability of funds and to the mutual agreement of the
parties at the times incremental funding is provided. The
total GOE contribution will be LE 645,757,000.

The GOE contribution, which will be comprised of cash and
in-kind contributions, will include but not be limited to, the
funding of Egyptian salaries, and the financing of vehicles,
office supplies, and services. Changes may be made to the
financial plan by written agreement of the representatives of
the Parties identified in Section 8.2 without formal amendment
of the Agreement, provided such changes do not cause: (1)
AID’s Grant contribution for the Project to exceed the amount
set forth under Section 3.1; or (2) the GOE contribution for
the Project to be less than the amount set forth under Section
3.2(b).

e



Table I

AGRICULTURAL PRODUCTION & CREDIT PROJECT No. 263-0202

ESTIMATED LIFE-OF-PROJECT BUDGET

($ 000)
Previous Project Budget Increase In LLOP Budget Accordung to Fourth New Life of Project Budget
Amendment to Grant Apreement
Category USAID GOE USAID GOE USAID GOE
. [ LE Total | Cash In-Kind Total s LE Total | Cash In-Kind Towl s LE Total | Cash In-Kind Total
SEquiv. § LE LE LE $ Equiv. $ LE LE LE $ Equiv. s LE LE LE

1. Tech.Assistance 13600 3358 17498 m 388 720 2754 33% 3,100 700 £50 1,55 16364 434 1032 1.8 2270
2. Training €0 : 1 000 100 400 10 tsee  ama|  rece B6 Al 1m0 sm s W 100 Sa0
J" Commodities 225 390 . 2381 2,551 2,460 100 2500 700 700 4,650 e 54 1251 3251
4, Services 200 25 1200 299 4,694 300 380 00 800 L% 600 2%, 2,600 3.9 uul
Subtotal _ 167% 6w B s032  70m 12,035 6554 236 8560 2,600 2,700 5300 2134 8585 31,900 762 9,203 17335
Inflation 1% 129 2,046 a0 450 850 LI LM 28%)
Contingency 40 754 1204 1,160 1,160 300 00} 1,100 1,100 4350 1,054 uoaw
5. Project Total 16750 63500 13000} 6232 5053 152850 7664 2336  10000] 3000 3450 60| 34414 8586 33000| 92 12503 FLTE
6. Capitalization 4022 24022 320,000 190,000 U402 Qap22

7. Pe~fermance Dis. 100,000 100,000 150,000 150,000 250,000 250,000
isiﬂra’nd’rom Nl A v < TS 249307 160,066 396,450 £ 283,000 — 645,757

/6



Table I

AGRICULTURAL PRODUCTION & CREDIT PROJECT No. 263-0202
PROJECT OBLIGATION BUDGET

($000)
Previous Project Obli FY 1990 Obit .ations Current Obligations
Category USAID GOE ysalb GOR_ GOE
s LE Total Cash In-Kind Total LE Total Cash In-Kind Total $ Total Cash !'a.Kind Total
SEquiv. § LE LE $ Equiv. s LE LE LE s LE LE LE
1. Tech.Assistance 13600 3898 17498 an 388 720 1,500 700 80 15%f 15200 19058 1032 1238 2270
2. Training 0 1 3000 107 4070 600 Loto 1,000 0 1,350 1.600 3 . 4,000 1420 sa20|
‘3. Commodities 2250 % 2381 2,551 400 3,800 100 700 3.650 4 3251 32s1
4. Services 00 2% ,700 . 2994 4,654 500 800 1700 300 2600 3794
'Subtotal 1670 620 22000] S032 7003 12,035 1,008 5,000 2600 2,700 3300 20,750 28,000 .61 9,203 17335
':5 Inflation ' 70 129 2046 00 450 850 1190 1,246
Contingency 45 754 1204 300 200 40 1.054 1,504
5. Project Total __16750: - 6258 . 23000{ :'6232. 9,653 - 15285 1,000  S000] 3000 3450 6450 20,750 28000 9232 12503 2L735
6. Capitalization 234022 24,022 52,000 52,000 286022 286022
7. Performance Dis. 100,000 100,000 20,000 120,000 mmol
[BZGrandTotat - 17~ oot L IBO00 1 ik G 24830 25,000} 58,450 1480000 . .. - .l 7 307757

/7 -
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