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FINANCING AGREEMENT

AGREEMENT dated October 11, 2011, entered into between LAO PEOPLE’S

DEMOCRATIC REPUBLIC (the Recipient) and INTERNATIONAL DEVELOPMENT
ASSOCIATION (“Association™) for the purpose of providing additional financing for
activities related to the Original Project (as defined in the Appendix to this Agreement).
The Recipient and the Association hereby agree as follows:

1.01.

1.02.

2.01.

2.02.

2.03.

2.04.

2.05.

ARTICLE | — GENERAL CONDITIONS; DEFINITIONS

The General Conditions (as defined in the Appendix to this Agreement)
constitute an integral part of this Agreement.

Unless the context requires otherwise, the capitalized terms used in this
Agreement have the meanings ascribed to them in the General Conditions or in
the Appendix to this Agreement.

ARTICLE Il — FINANCING

The Association agrees to extend to the Recipient, on the terms and conditions
set forth or referred to in this Agreement, a grant in an amount equivalent to six
million four hundred thousand Special Drawing Rights (SDR 6,400,000)
(“Financing”) to assist in financing the project described in Schedule 1 to this
Agreement (“Project”).

The Recipient may withdraw the proceeds of the Financing in accordance with
Section IV of Schedule 2 to this Agreement.

The Maximum Commitment Charge Rate payable by the Recipient on the
Unwithdrawn Financing Balance shall be one-half of one percent (1/2 of 1%) per
annum.

The Payment Dates are May 15 and November 15 in each year.

The Payment Currency is Dollars.



3.01.

3.02.

4.01.

4.02.

4.03.

5.01.

5.02.
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ARTICLE Il — PROJECT

The Recipient declares its commitment to the objective of the Project. To this
end, the Recipient shall carry out the Project through the MOH in accordance
with the provisions of Article IV of the General Conditions.

Without limitation upon the provisions of Section 3.01 of this Agreement, and
except as the Recipient and the Association shall otherwise agree, the Recipient
shall ensure that the Project is carried out in accordance with the provisions of
Schedule 2 to this Agreement.

ARTICLE IV — EFFECTIVENESS; TERMINATION

The Additional Conditions of Effectiveness consist of the following, namely that
the Recipient:

(@) adopts an updated (i) Financial Management Manual, and (ii) Project
Implementation Plan, both acceptable to the Association; and

(b) appoints a consultant to assist the Project director with Project
implementation, with terms of reference and qualifications acceptable to the
Association, in accordance with the requirements of Schedule 3 to the Original
Financing Agreement.

The Effectiveness Deadline is the date ninety (90) days after the date of this
Agreement.

For purposes of Section 8.05 (b) of the General Conditions, the date on which the
obligations of the Recipient under this Agreement (other than those providing for
payment obligations) shall terminate is twenty (20) years after the date of this
Agreement.

ARTICLE V — REPRESENTATIVE; ADDRESSES

The Recipient’s Representative is the Minister of Finance.
The Recipient’s Address is:
Ministry of Finance

23 Singha Road
Saysettha District



Vientiane, Lao PDR

Facsimile: 856-21-412142

5.03. The Association’s Address is:
International Development Association
1818 H Street, N.W.
Washington, D.C. 20433
United States of America
Cable: Telex: Facsimile:

INDEVAS 248423 (MCI) 1-202-477-6391
Washington, D.C.

AGREED at Vientiane, Lao People’s Democratic Republic, as of the day and
year first above written.

LAO PEOPLE’S DEMOCRATIC REPUBLIC

By /s/ Viengthong Siphandone

Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Annette Dixon
/sl
Authorized Representative
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SCHEDULE 1
Project Description
The objective of the Project is to assist the Recipient to increase utilization and
guality of health services, particularly for poor women and children in rural areas in

Project Provinces.

The Project consists of the Original Project.
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SCHEDULE 2

Project Execution

Section I. Implementation Arrangements

A.

Institutional Arrangements

The implementation arrangements contained in Schedule 4 to the Original
Financing Agreement constitute an integral part of this Agreement.

Anti-Corruption

The Recipient shall ensure that the Project is carried out in accordance with the
provisions of the Anti-Corruption Guidelines.

Safeguards

The Recipient shall carry out the Project in accordance with the environmental
and social safeguards provisions in the Original Financing Agreement and except
as the Association shall otherwise agree, the Recipient shall not amend or waive
any of said provisions.

Section I1I. Project Monitoring, Reporting and Evaluation

Project Reports

The Recipient shall monitor and evaluate the progress of the Project and prepare
Project Reports in accordance with the provisions of Section 4.08 of the General
Conditions and on the basis of the indicators set forth in Schedule 6 to the
Original Financing Agreement. Each Project Report shall cover the period of
one calendar semester, and shall be furnished to the Association not later than
forty-five (45) days after the end of the period covered by such report.

Financial Management, Financial Reports and Audits

The Recipient shall maintain or cause to be maintained a financial management
system in accordance with the provisions of Section 4.09 of the General
Conditions.

The Recipient shall prepare and furnish to the Association, interim unaudited
financial reports for the Project covering the quarter not later than forty-five (45)
days after the end of the quarter, in form and substance satisfactory to the
Association.
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The Recipient shall have its Financial Statements audited in accordance with the
provisions of Section 4.09(b) of the General Conditions. Each audit of the
Financial Statements shall cover the period of one (1) fiscal year of the Recipient.
The audited Financial Statements for each such period shall be furnished to the
Association not later than six (6) months after the end of such period.

Section Il1. Procurement

General

Goods, Works and Non-consulting Services. All goods, works and non-
consulting services required for the Project and to be financed out of the proceeds
of the Financing shall be procured in accordance with the requirements set forth
or referred to in Section | of the Procurement Guidelines, and with the provisions
of this Section.

Consultants’ Services. All consultants’ services required for the Project and to
be financed out of the proceeds of the Financing shall be procured in accordance
with the requirements set forth or referred to in Sections | and IV of the
Consultant Guidelines, and with the provisions of this Section.

Definitions. The capitalized terms used below in this Section to describe
particular procurement methods or methods of review by the Association of
particular contracts, refer to the corresponding method described in the
Procurement Guidelines, or Consultant Guidelines, as the case may be.

Particular Methods of Procurement of Goods, Works and Non-consulting
Services

International Competitive Bidding. Except as otherwise provided in paragraph
2 below, goods, works and non-consulting services shall be procured under
contracts awarded on the basis of International Competitive Bidding.

Other Methods of Procurement of Goods, Works and Non-consulting
Services. The following table specifies the methods of procurement, other than
International Competitive Bidding, which may be used for goods, works and
non-consulting services. The Procurement Plan shall specify the circumstances
under which such methods may be used:

Procurement Methods

(a) National Competitive Bidding in accordance with the Recipient’s Decree of
the Prime Minister on Government Procurement of Goods, Construction,
Maintenance and Services, 03/PM dated January 9, 2004, and in the
Implementing Rules and Regulations on Government Procurement of
Goods, Works, Maintenance and Services dated March 12, 2004, subject to




-7-

the procedures listed in the Annex to this Schedule 2

(b) Shopping

(c) Direct Contracting

(d) Procurement from UN Agencies

(e) Force Account

C. Particular Methods of Procurement of Consultants’ Services

1. Quiality- and Cost-based Selection. Except as otherwise provided in paragraph
2 below, consultants’ services shall be procured under contracts awarded on the
basis of Quality and Cost-based Selection.

2. Other Methods of Procurement of Consultants’ Services. The following table
specifies methods of procurement, other than Quality and Cost-based Selection,
which may be used for consultants’ services. The Procurement Plan shall specify
the circumstances under which such methods may be used.

Procurement Methods

(a) Quality Based Selection

(b) Selection Based on Consultants’ Qualifications

(c) Single Source Selection

(d) Selection of Individual Consultants

(e) Least Cost Selection

(f) Sole Source Basis for the Selection of Individual Consultants

D. Review by the Association of Procurement Decisions

The Procurement Plan shall set forth those contracts which shall be subject to the
Association’s Prior Review. All other contracts shall be subject to Post Review
by the Association.

Section V. Withdrawal of the Proceeds of the Financing

A. General

1. The Recipient may withdraw the proceeds of the Financing in accordance with
the provisions of Article Il of the General Conditions, this Section, and such
additional instructions as the Association shall specify by notice to the Recipient
(including the “World Bank Disbursement Guidelines for Projects” dated May
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2006, as revised from time to time by the Association and as made applicable to
this Agreement pursuant to such instructions), to finance Eligible Expenditures as
set forth in the table in paragraph 2 below.

The following table specifies the categories of Eligible Expenditures that may be
financed out of the proceeds of the Financing (“Category”), the allocations of the
amounts of the Financing to each Category, and the percentage of expenditures to
be financed for Eligible Expenditures in each Category:

Percentage of
Expenditures to
Amount of the Grant be Financed
Allocated (inclusive of
Category (expressed in SDR) Taxes)
(1) Civil Works, goods and 4,400,000 100%
non-consultants services,
consultant services,
Training, Workshops and
Study Tours, District sub-
grants, Sub-grants under
Equity Funds, and
Operating Costs under
Parts A.1to A.4,Band C
of the Project
(2) Results-based Financing 2,000,000 100%
under Part A.5 of the
Project
TOTAL 6,400,000
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Withdrawal Conditions; Withdrawal Period

Notwithstanding the provisions of Part A of this Section, no withdrawal shall be
made for payments made prior to the date of this Agreement.

The Closing Date is June 30, 2014.
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ANNEX
to
SCHEDULE 2

National Competitive Bidding Procedures

Bidding documents and contracts under national competitive bidding procedures
financed by the Association shall include a provision requiring suppliers
contractors and their subcontractors to permit the Association to inspect their
accounts and records relating to the bid submission and the performance of the
supplier and/or contractor, as the case may be, and to have them audited by
auditors appointed by the Association, if so required by the Association. The
deliberate and material violation by the supplier, contractor or subcontractor of
such provision may amount to obstructive practice.

Immediately after completion of the bid opening proceedings, a copy of the bid
opening record shall be posted at a prominent location, accessible to the public,
outside the office of the concerned procuring entity and shall be retained at the
same location until the award of contract has been notified. A copy of the bid
opening record shall be provided to all bidders who submitted bids.

The Recipient shall publish the following information on contract award on a free
or open access website when it becomes operational or on another means of
publication acceptable to the Association: (a) name of each bidder who submitted
a bid; (b) bid prices as read out at bid opening; (c) name and evaluated price of
each bid that was evaluated; (d) name of bidders whose bid were rejected and the
reasons for rejection; (e) name of the winning bidder, contract price, explanation
if it is different than the bid price as well as the duration and summary scope of
the contract awarded; and (f) contract variation orders. This publication shall be
updated quarterly.

The eligibility of bidders shall be as defined under section | of the Procurement
Guidelines; accordingly, a firm or individual previously declared ineligible by
the Association based on determination by the Association that this firm or
individual has engaged in corrupt, fraudulent, collusive, coercive or obstructive
practices shall be declared ineligible to be awarded a contract financed by
Association.

The Association shall declare a firm or individual ineligible, either indefinitely or
for a stated period, to be awarded a contract financed by the Association and the
Recipient, if it at any time determines that the firm or individual has, directly or
through an agent, engaged in corrupt, fraudulent, collusive, coercive or
obstructive practices in competing for, or in executing, an Association-financed
contract.
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APPENDIX
Definitions

The definitions in Section 1.02 of the Original Financing Agreement are included by
reference except for the definitions in paragraphs 1.02(i) and (v) which apply only to the
Original Financing Agreement. In addition, the following expressions have the following
meanings:

1. “Anti-Corruption Guidelines” means the “Guidelines on Preventing and
Combating Fraud and Corruption in Projects Financed by IBRD Loans and IDA
Credits and Grants”, dated October 15, 2006 and revised in January 2011.

2. “Category” means a category set forth in the table in Section 1V of Schedule 2 to
this Agreement.

3. “Consultant Guidelines” means the “Guidelines: Selection and Employment of
Consultants under IBRD Loans and IDA Credits and Grants by World Bank
Borrowers” published by the Bank in January 2011.

4. “Financial Management Manual” means the manual developed under the
Original Agreement containing systems, procedures and internal controls for the
management of the project for use by the project staff to manage the project
finances as updated pursuant to Section 4.01(a)(i) of this Agreement.

5. “General Conditions” means the “International Development Association
General Conditions for Credits and Grants”, dated July 31, 2010.

6. “Operating Costs” means reasonable expenditures directly related to the Project,
incurred by the Recipient (which expenditures would not have been incurred
absent the Project), based on an annual budget for such costs approved ex-ante in
writing by the Association, including expenditures for Project staff travel,
lodging and per diem, salaries of management units’ staff, consumable materials,
office supplies, communications services (including postage handling, telephone,
internet costs, radio and television spots, and activities related to information,
education and communication campaigns), bank charges, publication services,
translation and interpretation services, office space rental and utilities,
maintenance of office equipment and operation, and operation and maintenance
of vehicles, but excluding salaries, bonuses, fees and honoraria of members of
the Recipient’s civil service.

7. “Original Financing Agreement” means the development grant agreement for a
Health Services Improvement Project between the Recipient and the Association,
dated November 8, 2005 as amended to the date of this Agreement (Grant No.
H183-LA).
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“Original Project” means the Project described in the Original Financing
Agreement.

“Procurement Guidelines” means the “Guidelines: Procurement of Goods, Works
and Non-consulting Services under IBRD Loans and IDA Credits and Grants by
World Bank Borrowers” published by the Bank in January 2011.

“Procurement Plan” means the Recipient’s procurement plan for the Project,
dated April 19, 2011 and referred to in paragraph 1.18 of the Procurement
Guidelines and paragraph 1.25 of the Consultant Guidelines, as the same shall be
updated from time to time in accordance with the provisions of said paragraphs.

“Project Implementation Plan” means the Recipient’s plan detailing the
implementation arrangements for the Project as updated pursuant to Section
4.01(a)(ii) of this Agreement.



