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CREDI T NUMBER 3439 BOS
PRQIECT AGREEMENT

AGREEMENT, dated April 13, 2001, between the | NTERNATI ONAL DEVELOPMENT
ASSCCI ATI ON (the Associ ation) and Republika Srpska (Republika Srpska).

VWHEREAS (A) by the Devel opnent Credit Agreement of even date herew th between
Bosni a and Herzegovi na (the Borrower) and the Association, the Association has agreed
to lend to the Borrower an anmpount in various currencies equivalent to two mllion
ei ght hundred thousand Special Drawing Ri ghts (SDR 2, 800,000), on the terms and
conditions set forth in the Devel opnent Credit Agreenent, but only on condition that
Republ i ka Srpska agrees to undertake such obligations toward the Association as are
set forth in this Agreenent;

(B by a subsidiary financing agreenent to be entered into anong the Borrower
and Republika Srpska (the Subsidiary Financing Agreenent), the Borrower wll nake
avai |l abl e to Republika Srpska a portion of the proceeds of the Credit provi ded for
under the Devel opnent Credit Agreenent; and

WHEREAS Republi ka Srpska in consideration of the Association's entering into the
Devel opnent Credit Agreenent with the Borrower, has agreed to undertake the
obligations set forth in this Agreement;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |



Definitions

Section 1.01. Unless the context otherw se requires, the several terns defined
in the Devel opnent Credit Agreement, the Preanble to this Agreenent and in the Cenera
Condi tions (as so defined) have the respective neanings therein set forth

ARTI CLE |
Execution of Part B of the Project

Section 2.01. (a) Republika Srpska declares its commitnent to the objectives of
the Project as set forth in Schedule 2 to the Devel opnent Credit Agreement, and, to
this end, shall carry out Part B of the Project with due diligence and efficiency and
in conformty with appropriate admi nistrative, financial and technical practices, and
shall provide, or cause to be provided, pronptly as needed, the funds, facilities
services and other resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Association and Republika Srpska shall otherw se agree, Republika
Srpska shall carry out Part B of the Project in accordance with the |Inplenentation

Program set forth in Schedule 1 to this Agreenent.

Section 2.02. Except as the Association shall otherw se agree, procurenent of
the goods and consultants’ services required for Part B of the Project and to be
financed out of the proceeds of the Credit shall be governed by the provisions of
Schedule 2 to this Agreenent.

Section 2.03. Republika Srpska shall exercise its rights under the Republika
Srpska Subsidiary Financi ng Agreerment in such manner as to protect the interests of
Republ i ka Srpska and the Association and to acconplish the purposes of the Credit, and
except as the Association shall otherw se agree, shall not assign, anmend, abrogate or
wai ve the Republika Srpska Subsidiary Financing Agreenent or any provision thereof.

Section 2.04. (a) Republika Srpska shall, at the request of the Association,
exchange views with the Association with regard to the progress of Part B of the
Project, the performance of its obligations under this Agreement and under the
Subsi di ary Fi nanci ng Agreenent, and other matters relating to the purposes of the
Credit.

(b) Republ i ka Srpska shall pronptly informthe Association of any condition
which interferes or threatens to interfere with the progress of the Project, the
acconpl i shment of the purposes of the Credit, or the performance by Republika Srpska
of its obligations under this Agreement and under the Subsidiary Financi ng Agreenent.

Section 2.05. (a) Republika Srpska shall carry out the obligations set forth in
Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the CGeneral Conditions (relating to
i nsurance, use of goods and services, plans and schedul es, records and reports,
mai nt enance and | and acquisition) in respect of Part B of the Project.

(b) For the purposes of Section 9.06 of the General Conditions and without
limtation thereto, RS shall

(i) prepare, on the basis of guidelines acceptable to the Association,
and furnish to the Association not later than six (6) nonths after
the Cosing Date or such later date as may be agreed for this
purpose between the Association and Republika Srpska a plan for
the future operation of Part B of the Project;

(i) af ford the Association a reasonable opportunity to exchange vi ews
with Republika Srpska on said plan; and

(iii) thereafter, carry out said plan with due diligence and efficiency
and in accordance with appropriate practices, taking into account
the Association’s comrents thereon

ARTI CLE 111
Fi nanci al Covenants
Section 3.01. (a) Republika Srpska shall establish and maintain a financia

managenent system including records and accounts, and prepare financial statenents,
in a format acceptable to the Association adequate to reflect the operations



resources and expenditures in connection with the carrying out of Part B of the

Proj ect .

(b) Republ i ka Srpska shall

(i)

(i)

(iii)

Section 3.02

have its records, accounts and financial statenents (bal ance
sheets, statenents of incone and expenses and rel ated statenents)
and the records and accounts for the Special Accounts for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors
acceptable to the Association;

furnish to the Association, as soon as available, but in any case
not |ater than six (6) nonths after the end of each such year: (A)
certified copies of the financial statements referred to in

par agraph (a) above for such year as so audited; and (B) the
report of such audit by said auditors, of such scope and in such
detail as the Association shall have reasonably requested; and

furnish to the Association such other information concerning said
records and accounts and financial statements as well as the audit
thereof, as the Association shall fromtine to tinme reasonably
request .

(a) Wthout limtation upon the provisions of Section 3.01 of this

Agreement, Republika Srpska shall carry out a tine-bound action plan acceptable to the

Associ ation for the

strengt heni ng of the financial nanagenent systemreferred to in

par agraph (a) of said Section 3.01 in order to, not |ater than February 15, 2002, or
such later date as the Association shall agree, prepare quarterly Project nanagenent

reports, acceptable

(i)

(ii)

(iii)

to the Association, each of which:

(A) sets forth actual sources and applications of funds for the
Project, both cumulatively and for the period covered by said
report, and projected sources and applications of funds for Part B
of the Project for the six-nonth period follow ng the period
covered by said report, and (B) shows separately expenditures
financed out of the proceeds of the Credit during the period
covered by said report and expenditures proposed to be financed
out of the proceeds of the Credit during the six-nonth period
following the period covered by said report;

(A) describes physical progress in Project inplenentation, both
cunul atively and for the period covered by said report, and (B)
expl ai ns vari ances between the actual and previously forecast

i npl erentation targets; and

sets forth the status of procurement under Part B of the Project
and expendi tures under contracts financed out of the proceeds of
the Credit, as at the end of the period covered by said report.

(b) Upon the conpletion of the action plan referred to in paragraph (a) of
this Section, RS shall prepare, in accordance with guidelines acceptable to the
Associ ation, and furnish to the Association not later than forty-five (45) days after
the end of each cal endar quarter a Project Managenment Report for such period

Section 4.01

ARTI CLE 1V

Ef fective Date; Termi nation
Cancel | ati on and Suspensi on

This Agreenent shall cone into force and effect on the date upon

whi ch the Devel opnent Credit Agreenent becones effective

Section 4.02

(a) This Agreenent and all obligations of the Association and of

Republ i ka Srpska thereunder shall terminate on the earlier of the follow ng two dates:

(i)

(i)

the date on which the Devel opnent Credit Agreenent shal
term nate; or

a date twenty (20) years after the date of this Agreement.



(b) I f the Devel opnent Credit Agreenent term nates before the date specified
in paragraph (a) (ii) of this Section, the Association shall pronptly notify Republika
Srpska of this event.

Section 4.03. All the provisions of this Agreement shall continue in full force
and effect notw thstanding any cancel |l ati on or suspension under the General
Condi ti ons.

ARTI CLE V
M scel | aneous Provi si ons

Section 5.01. Any notice or request required or pernmitted to be given or made
under this Agreement and any agreenent between the parties contenplated by this
Agreenent shall be in witing. Such notice or request shall be deened to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or facsimle to the party to which it is required or pernitted to be given or
made at such party’s address hereinafter specified or at such other addresses as such
party shall have designated by notice to the party giving such notice or nmaking such
request. Deliveries nade by facsimile transm ssion shall also be confirmed by mail.
The addresses so specified are:

For the Associ ation:

I nt ernational Devel opment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex:
| NTBAFRAD 248423 (M) or
Washi ngton, D.C. 64145 (M)

For Republika Srpska

M nistry of Finance of Republika Srpska
U . Vuka Karadzica 4

78000 Banj a Luka

Bosni a and Herzegovi na

Section 5.02. Any action required or permitted to be taken, and any docunents
required or permtted to be executed, under this Agreenment on behal f of Republika
Srpska or by Republika Srpska on behal f of the Borrower under the Devel opnent Credit
Agreenent, may be taken or executed by its Mnister of Finance, or by such other
person or persons as Republika Srpska shall designate in witing, and Republika Srpska
shall furnish to the Association sufficient evidence of the authority and the
aut henti cated speci men signature of each such person.

Section 5.03. This Agreenent may be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrunent.

I N W TNESS WHEREOF, the parties hereto, acting through their duly authorized
representati ves, have caused this Agreement to be signed in their respective nanes in

the city of Sarajevo, Bosnia and Herzegovina, as of the day and year first above
witten.

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Joseph Ingram
Aut hori zed Representative

REPUBLI KA SRPSKA



By /s/ Mrko Sarovic
Aut hori zed Representative

SCHEDULE 1

I npl ement ati on Program

1. RS shal|l coordinate with the Federation the inplenentation of its respective
activities under the Project through the RS PIU, and shall, for this purpose:
(a) ensure the maintenance of the RS PIU, until the conpletion of the

Project, under terns of reference, and with staff, facilities and other sources
satisfactory to the Association;

(b) assign to the RS PIU all technical responsibilities for Project
i npl erentation, including: (i) preparation, in consultation with the Bank, of annua
plans for Project inmplementation, setting forth, inter alia, the activities to be
carried out under the year in question, together with an estimate of the funding
requirenents and the target dates for the enploynment of consultants or the conduct of
training or the inplenentation of any other planned activity under the Project; (ii)
preparation, with the assistance of consultants of the bidding and contract docunents
for the Project; (iii) maintenance of the Project financial records and accounts
i ncludi ng the Special Accounts, and arranging for the audit thereof; (iv) preparation
and subm ssion to the Association of quarterly reports on Project progress; and (v)
supervi sion of progress of Project inplenmentation

2. RS shall carry out the Project in accordance with the PIMand maintain the PIM
until the conpletion of the Project, and unless the Association may ot herw se agree
not amend, repeal or waive the PIMor any provisions thereof.

3. The RS shall

(a) mai ntai n policies and procedures adequate to enable it to nonitor and
eval uate on
an ongoi ng basis, in accordance with indicators satisfactory to the Association, the
carrying out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association, on or about April 30, 2002, a report integrating the
results of the nonitoring and evaluation activities perforned pursuant to paragraph
(a) of this Section, on the progress achieved in the carrying out of the Project
during the period preceding the date of said report and setting out the neasures
recomended to ensure the efficient carrying out of the Project and the achi evement of
the objectives thereof during the period follow ng such date; and

(c) review with the association, by June 30, 2002, or such later date as the
Associ ation shall request, the report referred to in paragraph (b) of this Section
and thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evement of the objectives thereof, based on the conclusions and
reconmendati ons of the said report and the Association's views on the matter.

SCHEDULE 2

Procurenent and Consul tants’ Services

Section |. Procurenent of Goods
Part A Gener a
1. Goods shall be procured in accordance with: (a) the provisions of Section | of

the "@uidelines for Procurement under |BRD Loans and | DA Credits" published by the
Bank in January 1995 and revised in January and August 1996, Septenber 1997 and
January 1999, subject to the nodifications thereto set forth in paragraph 2 of this
Part A (the Guidelines); and (b) the follow ng provisions of the follow ng Parts of
this Section |

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to "Bank nenber
countries" and "nenmber country" shall be deened to be references, respectively, to
"Participating Countries" and "Participating Country."

Part B: I nternational Conpetitive Bidding



1. Except as otherwi se provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
Cui del i nes and paragraph 5 of Appendix 1 thereto.

2. The follow ng provision shall apply to goods to be procured under contracts
awar ded i n accordance with the provisions of paragraph 1 of this Part B.

Preference for donestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Cuidelines and Appendi x 2
thereto shall apply to goods manufactured in the territory of the Borrower and
procured in accordance with the provisions of paragraph 1 of this Part B.

Part C: O her Procurenent Procedures
1. I nt ernational Shopping

Goods estimated to cost |ess than $100, 000 equi val ent per contract, up to an
aggregate anount not to exceed $100, 000 equi val ent may be procured under contracts
awar ded on the basis of international shopping procedures i n accordance with the
provi si ons of paragraphs 3.5 and 3.6 of the Guidelines.

2. Nat i onal Shoppi ng

Goods estimated to cost |ess than $50, 000 equi val ent per contract, up to an
aggregate anount not to exceed $50,000 rmay be procured under contracts awarded on the
basi s of national shopping procedures in accordance with the provisions of paragraphs
3.5 and 3.6 of the CGuidelines.

Part D Revi ew by the Association of Procurenent Decisions
1. Prior Review

Wth respect to: (a) each contract procured under Part B of this Section I; and
(b) the first five contracts procured under Part C.1 and C. 2 of this Section |, the

procedures set forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shal
apply.

2. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Guidelines shall apply.

Section II. Enpl oynent of Consultants

1. Consul tants’ services shall be procured in accordance with: (a) the provisions
of the Introduction and Section |V of the "Cuidelines: Selection and Enpl oynent of
Consul tants by World Bank Borrowers" published by the Association in January 1997 and
revised in Septenber 1997 and January 1999, subject to the nodifications thereto set
forth in paragraph 2 of this Part A (the Consultant Guidelines); and (b) the
provisions of the following Parts of this Section II.

2. In paragraph 1.10 of the Consultant QGuidelines, the references to "Bank nenber
countries" and "nenber country" shall be deened to be references, respectively,
"Participating Countries" and "Participating Country".

Part B: Quality- and Cost-based Sel ection

Except as otherwi se provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

Part C O her Procedures for the Selection of Consultants
1. Qual ity-based Sel ection
Services under Part B.1 (a) of the Project estimated to cost |ess than $65, 000

equi val ent per contract, up to an aggregate anpbunt not to exceed $65, 000, shall be
procured under contracts awarded in accordance with the provisions of paragraphs 3.1



through 3.4 of the Consultant Guidelines
2. Least - cost Sel ection

Services for auditing estimated to cost |ess than $50, 000 equival ent per
contract nay be procured under contracts awarded in accordance with the provisions of
paragraphs 3.1 and 3.5 of the Consultant Cuidelines.

3. Sel ection Based on Consultants’ Qualifications

Services estimated to cost |ess $50,000 equival ent per contract, up to an
aggregate ampbunt not to exceed $200,000, may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.7 of the Consul tant Guidelines.

4. I ndi vi dual Consultants

Services for tasks that nmeet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui delines shall be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

5. Procurenent from UN Agenci es

Services under Part B.1(c) of the Project up to an aggregate anmount not to
exceed $100, 000, may be procured from Internati onal Labor Organization in accordance
with the provision of paragraph 3.13 of the Consultant Guidelines.

Part D Revi ew by the Association of the Sel ection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Project shall be furnished to the
Association for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Consultant CGuidelines. Selection of all consultants
services shall be undertaken in accordance with such selection plan as shall have been
approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enploynent of consulting firns
estimated to cost the equivalent of $100,000 or nore, the procedures set forth in
paragraphs 1, 2 and (other than the third subparagraph of paragraph 2 (a)) and 5 of
Appendi x 1 to the Consultant Cuidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of individua
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications
experience, terms of reference and terns of enploynment of the consultants shall be
furnished to the Association for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shal

apply.



