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TRUST FUND NUMBER TF029800

Trust Fund Grant Agreemnent

(Private Sector Devel opnent Technical Assistance Project)
bet ween
FEDERAL REPUBLI C OF YUGCSLAVI A
and

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT
and
| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON
(Acting Jointly as the Adnministrator of the Trust Fund for FRY)

Dat ed August 23, 2001

TRUST FUND NUMBER TF029800
TRUST FUND GRANT AGREEMENT

AGREEMENT, dated as of August 23, 2001, between FEDERAL REPUBLI C OF YUGOSLAVI A
(the Recipient), AND | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT ('t he Bank)
AND | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Association) (jointly, the
Admini strator).

WHEREAS (A) the Board of Governors of the Bank, acting on the reconmmendation of
its Board of Executive Directors, decided on April 30, 2001, pursuant to Resol ution
No. 539, to transfer from Bank surplus, by way of grant, $30,000,000 to a trust fund
for the Federal Republic of Yugoslavia (TFFRY), established by Resolution of the
Executive Directors of the Bank (IBRD Resol ution No. 2001-0005) and Resol ution of the
Executive Directors of the Association (IDA Resolution No. 2001-0003), and to be
adm ni stered by the Administrator, to be used for financing an emergency economni c
recovery and transition programin the Federal Republic of Yugoslavia;

(B) the Recipient, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreenent (the Project), has requested
the Adm nistrator to assist, fromthe TFFRY, in the financing of the Project;

(O the Project will be carried out by the Republic of Serbia, with the
Reci pient’ s assi stance and, as part of such assistance, the Recipient will nake
avail able to the Republic of Serbia the proceeds of the Gant, as provided in this
Agreement; and



WHEREAS t he Admini strator has agreed, on the basis, inter alia, of the
foregoing, to extend a grant to the Recipient upon the terns and conditions set forth
in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
General Conditions; Definitions

Section 1.01. The "General Conditions" (the General Conditions) set forth in
Schedule 5 to this Agreement constitute an integral part of this Agreenent.

Section 1.02. Unless the context otherwi se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
nmeani ngs:

(a) "Agency for Foreign Investnent" means the Republic of Serbia Agency for
Forei gn Investnent, or any successor thereto;

(b) "Agency for Privatization" neans the Republic of Serbia Agency for
Privatization, or any successor thereto;

(c) "Agency for SME Support" means the Republic of Serbia Agency for Snall
and Medi um Enterprise Support, or any successor thereto;

(d) "MEP' Means the Mnistry of Econonmy and Privatization of the Republic of
Serbia, or any successor thereto;

(e "QOperational Mnual" neans a nanual, satisfactory to the Adninistrator,
adopted by the MEP, setting forth procedures and rules related to the Project
i npl erentation, as the sane may be anended fromtine to ting;

(f) "Privatization Franmework" neans: (i) the privatization |aws and
regul ati ons adopted and to be adopted by the Republic of Serbia; and (ii) agencies and
institutions established and to be established by the Republic of Serbia into
i mpl ement the privatization | aws and regul ations;

(g "Proj ect Managenment Report" means each report referred to in Section 4.01
(c) of this Agreenent, and prepared in accordance with Section 4.02 of this Agreenent;

(h) "PMJ' means a project managenment unit established by the Recipient within
MEP, and referred to in Section 3.02 (c) of this Agreenent, or any successor thereto;

(i) "Sub-Grant and Project |Inplenmentation Agreenent" neans the agreenent
bet ween the Reci pient and Republic of Serbia, referred to in Section 3.03 (a) of this
Agreenent, and such termincludes all schedul es and agreenments suppl enental to the
Sub- Grant Agreenment and Project |nplenentation Agreenent;

(j) "SME Departnent” means the Small and Medi um Enterprise Department
established within the MEP, or any successor thereto; and

(k) "Special Account" neans the account referred to in Section 2.02 (b) of
thi s Agreenent.

Section 1.03. Each reference in the General Conditions to the "Project
i mpl enentation entity" shall be deened to as a reference to the Republic of Serbia.

ARTI CLE ||
The Grant

Section 2.01. The Administrator agrees to nmake available to the Recipient, on
the terms and conditions set forth or referred to in this Gant Agreenent, a grant in
an amount of six mllion Dollars ($6,000,000).

Section 2.02. (a) The anpunt of the Grant may be withdrawn fromthe G ant
Account in accordance with the provisions of Schedule 1 to this Agreenent for
expenditures nmade (or, if the Administrator shall so agree, to be nade) in respect of
reasonabl e cost of goods, services, training and increnmental operating costs, required
for the Project and to be financed out of the proceeds of the Gant.



(b) The Recipient may, for the purposes of the Project open and nmaintain in a
commercial bank a special deposit account, in Dollars, on terns and conditions
satisfactory to the Admi nistrator, including appropriate protection against set-off,
seizure and attachnent. Deposits into, and paynments out of, the Special Account shall
be made in accordance with the provisions of Schedule 4 to this Agreenent.

Section 2.03. The Cosing Date shall be June 30, 2004, or such later date as the
Adm ni strator shall establish. The Adnministrator shall pronptly notify the Reci pient
of such | ater date.

ARTI CLE 111
Execution of the Project

Section 3.01. The Recipient declares its commitnent to the objectives of the
Project, and, to this end, without any limtation or restriction upon any of its other
obl i gations under this Agreement, shall cause the Republic of Serbia to carry out the
Project with due diligence and efficiency, in conformty with appropriate
adm ni strative, financial, and technical practices, and shall provide, or cause to be
provi ded, pronptly as needed, the funds, facilities, services and other resources
required for the Project.

Section 3.02 Wthout linmitation upon the provisions of Section 3.01, and except
as the Admi nistrator and Recipient shall otherw se agree, the Recipient shall ensure
that the Republic of Serbia:

(a) carries out the Project in accordance with the |nplenentation Program set
forth in the Annex to Schedule 2 to this Agreenent;

(b) i npl ements the Privatization Framework in a tinely and effective manner,
in accordance with the terns and conditions, and under the procedures satisfactory to
the Administrator, including those set forth in Section | of the Annex to Schedul e 2
to this Agreenent; and

(c) mai ntai ns, during the termof the Project, the PMJUwith staff and
resources necessary and appropriate for the Project, and that the PMJ operates in
accordance with the Operational Manual .

Section 3.03. (a) The Recipient shall nake the proceeds of the Grant, allocated
fromtime to time to Categories (1) through (4) of the table set forth in paragraph 1
of Schedule 1 to this Agreenent, available to the Republic of Serbia under a
subsidiary grant and project inplenentation agreenment (Sub-G ant and Project
I mpl ement ati on Agreenent) to be entered into between the Recipient and the Republic of
Serbia, under terms and conditions which shall have been approved by the
Admi ni strator.

(b) The Recipient shall exercise its rights under the Sub-G ant and Project
| npl ement ati on Agreenment in such manner as to protect the interests of the Recipient
and the Administrator and to acconplish the purposes of the G ant, and, except as the
Adm ni strator shall otherw se agree, the Recipient shall not assign, anmend, abrogate
or waive the Sub-Grant and Project I|nplenentation Agreenment, or any provision thereof.

Section 3.04. Except as the Adnministrator shall otherw se agree, procurenent of
the goods and services required for the Project and to be financed out of the proceeds
of the Grant shall be governed by the provisions of Schedule 3 to this Agreenent.

Section 3.05. The Recipient 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 the indicators agreed upon fromtine
to time between the Recipient and the Administrator, the carrying out of the Project
and the achi evenrent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Administrator, and
furnish to the Adm nistrator, by Novenber 30, 2002, a report integrating the results
of the nonitoring and evaluation activities perforned pursuant to subparagraph (a)
above, on the progress achieved in the carrying out of the Project during the period
preceding the date of said report and setting out the measures recommended to ensure
the efficient carrying out of the Project and the achi evenment of the objectives
t hereof during the period follow ng such date; and



(c) review with the Adm nistrator, by Decenber 31, 2002, or such later date
as the Administrator shall request, the report referred to in subparagraph (b) of this
par agraph, and, thereafter, take all mneasures required to ensure the efficient
conpletion of the Project and the achi evenent of the objectives thereof, based on the
cgnclusions and reconmmendations of the said report and the Admi nistrator’s views on
the matter.

Section 3.06. For the purposes of Section 24 of the General Conditions and
without linmtation thereto, the Recipient shall

a) prepare, on the basis of guidelines acceptable to the Administrator, and
furnish to the Adm nistrator not later than six (6) nonths after the C osing Date or
such |l ater date as may be agreed for this purpose between the Recipient and the
Adm ni strator, a plan designed to ensure the continued achi evenent of the Project’s
obj ectives; and

(b) afford the Adnministrator a reasonabl e opportunity to exchange views wth
the Recipient on said plan

ARTICLE |V
Fi nanci al Covenants

Section 4.01. (a) The Recipient shall maintain a financial managenent system
i ncluding records and accounts, and prepare financial statements in a format
acceptable to the Admi nistrator, adequate to reflect the operations, resources and
expenditures related to the Project.

(b) The Reci pi ent shall

(i) have the records, accounts and financial statenents referred to in
paragraph (a) of this Section and the records and accounts for the
Speci al Account for each fiscal year audited, in accordance with
audi ting standards acceptable to the Adm nistrator, consistently
appl i ed, by independent auditors acceptable to the Adninistrator;

(ii) furnish to the Adm nistrator as soon as available, but in any case
not |ater than four (4) nonths after the end of each such year
(A) certified copies of the financial statenents referred to in
paragraph (a) of this Section for such year as so audited; and (B)
an opi nion on such statements, records and accounts and report of
such audit, by said auditors, of such scope and in such detail as
the Administrator shall have reasonably requested; and

(iii) furnish to the Admi nistrator such other information concerning
such records and accounts, and the audit thereof, and concerning
said auditors, as the Administrator may fromtime to tine
reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe G ant
Account were made on the basis of Project Management Reports or statenents of
expenditure, the Recipient shall

(i) maj ntain or cause to be maintained, in accordance with paragraph
(a) of this Section, records and separate accounts reflecting such
expendi tures;

(ii) retain, until at |least one (1) year after the Administrator has
received the audit report for the fiscal year in which the | ast
wi thdrawal fromthe Grant Account was nede, all records
(contracts, orders, invoices, bills, receipts and other docunents)
evi denci ng such expendi tures;

(iii) enable the Administrator’s representatives to exam ne such
records; and

(iv) ensure that such records and accounts are included in the annua
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the Project Managenent Reports or statenents of

expendi ture submitted during such fiscal year, together with the



procedures and internal controls involved in their preparation
can be relied upon to support the related w thdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section 4.01 of this
Agreenent, the Recipient shall carry out a time-bound action plan acceptable to the
Administrator for the strengthening of the financial nmanagenent systemreferred to in
par agraph (a) of said Section 4.01 in order to enable the Recipient, not later than
Decenmber 31, 2001, or such later date as the Administrator shall agree, to prepare
quarterly Project nanagenent reports, acceptable to the Adm nistrator, each of which

(i) (A) sets forth actual sources and applications of funds for the
Project, both cumul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the three-nmonth period follow ng the period covered by
said report; and (B) shows separately expenditures financed out of
the proceeds of the Grant during the period covered by said report
and expendi tures proposed to be financed out of the proceeds of
the Grant during the four-nonth period follow ng the period
covered by said report;

(ii) (A) describes physical progress in Project inplementation, both
currul atively and for the period covered by said report; and (B)
expl ai ns vari ances between the actual and previously forecast
i mpl ementation targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of the
Gant, as at the end of the period covered by said report.

(b) Upon the conpletion by the Recipient of the action plan referred to in
paragraph (a) of this Section, the Recipient shall prepare, in accordance with
gui del i nes acceptable to the Administrator, and furnish to the Administrator not |ater
than forty-five (45) days after the end of each cal endar quarter a Project Managenent
Report for such period.

ARTI CLE V
Renedi es of the Adm nistrator

Section 5.01. Pursuant to paragraph (k) of Section 16 of the General Conditions,
the follow ng additional events are specified

(a) the Republic of Serbia shall have failed to performany of its
obligations under the Sub-Gant and Project |nplenentation Agreement; and

(b) the Sub-Grant and Project |nplenmentation Agreement shall have been
anmended, suspended, abrogated, repealed or waived so as to affect naterially and
adversely the ability of the Republic of Serbia to carry out the Project.

ARTI CLE VI
Effective Date; Term nation

Section 6.01. The followi ng event is specified as an addition condition to the
ef fectiveness of this Agreenent within the meaning of Section 34 (c) of the Cenera
Condi tions, nanely that the Project |nplenentation and Sub-G ant Agreenent has been
executed on behal f of the Recipient and Republic of Serbia, and all conditions to the
ef fectiveness of such agreenent have been fulfilled

Section 6.02. The following is specified as an additional matter, within the
nmeani ng of Section 35 of the General Conditions, to be included in the opinion or
opinions to be furnished to the Adm nistrator, nanely that the Sub-Gant and Project
| npl ement ati on Agreenment has been duly authorized or ratified by the Recipient and
Republic of Serbia, and is legally binding upon the Recipient and the Republic of
Serbia in accordance with its termns.

Section 6.03. This Agreenent shall continue in effect until the Gant has been
fully disbursed and the parties have fulfilled their obligations thereunder.

Section 6.04. The date sixty (60) days after the date of this Agreenment is
hereby specified for the purpose of Section 36 (a) of the General Conditions.



ARTI CLE VI
Representative of the Recipient; Addresses
Section 7.01. The Deputy Prime Mnister of the Recipient’s government is
desi gnated as representative of the Recipient for the purposes of Section 31 of the
CGeneral Conditions.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
30 of the General Conditions:

For the Reci pient:
Federal Governnent
Bul. Mkajla Pupina 2
Bel grade 11070
Federal Republic of Yugoslavia
Facsi m | e:
(381 11) 311-2979
For the Administrator:
I nternational Devel opment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433
United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NDEVAS 248423 (MCl) or (202) 477-6391
Washi ngton, D.C 64145 (M)

IN WTNESS WHEREQOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanes in
the District of Colunmbia, United States of Anerica, as of the day and year first above
witten.

FEDERAL REPUBLI C OF YUGOSLAVI A

By /s/ Mroljub Labus
Aut hori zed Representative

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT AND

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON

(Acting as Administrator of the TFFRY)

By /s/ Elaine Patterson
Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the Proceeds of the G ant
1. The table below sets forth the Categories of itens to be financed out of the

proceeds of the Grant, the allocation of the ambunts of the Grant to each Category and
the percentage of expenditures for itens so to be financed in each Category:

Amount of the
Grant All ocated % of



(Expressed i nExpendi tures
Cat egory Dol | ars) to be Financed

(1) Consultants’ services

(a) Servi ces by
i ndi vi dual s 890, 000 84%

(b) Services by firns,
i ncluding auditing

services 3, 840, 000 97%
(2) Goods 210, 000 100%
(3) Tr ai ni ng 230, 000 100%
(4) I ncrenmental operating costs

(a) Cost of increnental 100, 000 86%

PMJ st af f

(b) Al'l other incre- 670, 000 100%

nmental operating costs
(5) Unal | ocat ed 60, 000

TOTAL 6, 000, 000

2. For the purpose of this Schedul e:

(a) the term"Increnmental operating costs" nmeans reasonabl e increnmental expenses
incurred on account of Project inplenentation, nmanagement and nonitoring, including
Agency for Privatization staff salaries, office space, office supplies, publication of
procurenent notices, vehicle operation, travel and supervision costs, but excluding
salaries of officials and enpl oyees of the Recipient and Republic of Serbia; and

(b) the term"Training" nmeans the fees of educational and other institutions
and organi zations that provide training services, cost of study tours, cost of
wor kshops, related travel expenditures, boarding, |odging and per diem all owances.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of payments made for expenditures prior to the date of this Agreenment,
except that withdrawals, in an aggregate amount not exceedi ng the equival ent of

$600, 000 may be made in respect of the Categories set forth in the table in paragraph
1 of this Schedul e on account of paynents nade for expenditures before that date but
after May 1, 2001.

4, The Administrator may require withdrawals fromthe G ant Account to be made on
the basis of statenents of expenditure for expenditures for: (a) goods, under
contracts costing less than $50, 000 equi val ent each, with the exception of the first
contract, or goods procured under international shopping, nati onal shopping or direct
contracting nethods; (b) services of consulting firms, under contracts costing |ess

t han $100, 000 equi val ent each, with the exception of the first contract; (c) services
of individual consultants, under contracts costing |less than $50, 000 equi val ent each
with the exception of the first contract; (d) training under contracts costing |ess
than $50,000; and (e) all increnental operating costs, all under such terns and
conditions as the Adm nistrator shall specify by notice to the Recipient.

SCHEDULE 2
Description of the Project

‘The objective of the Project is to strengthen private sector production and
econom ¢ activity in the Republic of Serbia.

The Project consists of the following Parts, subject to such nodifications thereof as
the Recipient and the Administrator may agree upon fromtine to tinme to achi eve such
obj ecti ves:

Part A Privatization of State and Socially Owmed Enterprises

Support of rapid privatization of a nunber of |large state and socially owned



enterprises, using case-by-case and pool privatization techni ques, on the basis of
transparent and conpetitive procedures, and assistance of internationally recognized
i nvest nent banks and sal es agents, set forth in Section | of the Annex to this
Schedul e, through the provision of consulting services

Part B: Agency for Privatization

Assi stance in the establishnment, operation and institutional strengthening of the
Agency for Privatization, through the provision of consulting and staff services
training, and goods

Part C Agency for Foreign Investnent and Agency for SME Support

1. Assi stance in the establishnment, operation and institutional strengthening of
the Foreign Investnment Agency, through the provision of consulting services, training
and goods.

2. Assi stance in the operation and institutional strengthening of the Agency for
SME Support, through the provisions of consulting services, training, and goods

Part D: Proj ect Managenent and | npl enentation

Assi stance in the nmanagenent and inplenentation of the Project, including and the
procurenent and financial managenent areas, through the provision of consulting
services, including the audit of accounts and financial statenents referred to in
Secéion 4.01 (b) of this Agreement provision of increnental operating expenses and
goods.

* * *

The Project is expected to be conpl eted by Decenber 31, 2003
ANNEX TO SCHEDULE 2
I npl ement ati on Program

Section |: Terms and Conditions, and Procedures Related to Part A of the Project

1. I mpl ement ati on Responsibility. The Recipient shall ensure that the MEP shall be
responsi ble for the inplenentation of Part A of the Project, specifically the overal
oversight and policy direction of Part A of the Project. The MEP shall be assisted by
the Agency for Privatization, which shall be responsible for technical and procedura
aspects of Part A of the Project.

2. Enterprises to be Privatized. The enterprises to be privatized under Part A of
the Project, with support from Gant funds, shall be nutually agreed upon by the

Adm ni strator and the Republic of Serbia (MEP and Agency for Privatization), and shal
be described in a list (the List), which may be nodified fromtine to tine, but only

upon the explicit agreenment of the Adm nistrator

3. Sal es Agents. The MEP and/or Agency for Privatization shall engage consultants
such as financial advisers and investnment banks, or other qualified agents (the sales
agents) to assist the MEP and/or Agency for Privatization to prepare the enterprises
on the List for privatization, and to privatize such enterprises, which shall include
conducting the tenders for such enterprise on behalf of the Agency for Privatization
The sal es agents shall be selected in accordance with the procurenent rules set forth
in Schedule 3 to this Agreenent, and shall have appropriate internationa
privatization experience and qualifications. The sales agents’ retainer fees may be
financed under the Grant. Their success fees, if any, shall be paid out of sales
proceed and shall not be financed under the Gant.

4, Privatization Procedures. The enterprises on the List shall be prepared for
privatization and privatized in accordance with the follow ng procedures:

(a) For each company to be privatized, the MEP and or Agency for
Privatization shall submt to the Adnministrator for review and approval the follow ng
docurents, which shall be prepared with the assistance of financial advisers: (i) a
|ist of potential/proposed bidders who have expressed interest; (ii) the draft
i nformati on menorandum whi ch, anong other things, shall set forth specific investnent



and | abor retention (enploynent) requirenments; (iii) proposed criteria for
pre-selection of bidders; (iv) proposed strategic investor criteria; (v) proposed
criteria for selection of winning bidders; and (vi) a report prepared by the sales
agent on the tender.

(b) The Agency for Privatization shall conpare and eval uate all bids, and
sel ect the wi nner based exclusively on price quotations. The bidders shall be
required to accept the investnment and | abor retention (enploynment) requirenents set
forth in the informati on nemorandumin their entirety, and to forrnulate their bids
accordingly. Direct negotiations with respect to prices or other price related
vari abl es shall not be undertaken, except in cases where a properly conducted
international tended results in only one qualified bid

c In cases of direct negotiations described in paragraph 4 (b) of this
Section I, the Agency for Privatization shall, prior to concluding a fornma
privatization agreement with the wi nning bidder, prepare a detailed protocol (m nutes)
of the negotiations with the w nning bidder, which shall be signed by the head of the
Agency for Privatization and the official representative of the w nning bidder, and
shall submit such a protocol to the MEP and Administrator, together with a proposed
privatization contract and any other docunents requested by the MEP and/or the

Adm nistrator, for review. Such a review shall be undertaken and coments, if any,
provi ded by the MEP and Administrator, within thirty (30) days.

5. Terns and Conditions of Privatization. The enterprises on the List shall be
privatized in accordance with the following ternms and conditions:

(a) at | east seventy percent (70% of the total capital available for each
enterprise on the List shall be offered for sale to a strategic investor; the term
"strategic investor" for the purposes of paragraphs 4 (a) and 5 of this Section I
shall mean a legal entity that: (i) is not, directly or indirectly, owned or
controlled by the nmanagers or enpl oyees of the enterprise; and (i1) has the required
experience, resources, and reputation, as determned by the sal es agent, and agreed
upon by the MEP and Admi nistrator;

(b) the capital of the enterprise to be transferred or nade avail abl e,
directly or indirectly, to the enployees or managers of the enterprise shall not
exceed fifteen percent (15% of the total capital of the enterprise, and shall not be
so transferred until at least fifty percent (50% of the total capital of the
enterprise has been sold to the strategic investor

6. Tinetable. By March 31, 2002, the MEP and/or Agency for Privatization shal
execute consultants’ contracts with duly selected all sales agents with respect to al
enterprises on the List. The sales agents shall be required to subnmit privatization
plans with respect to all enterprises on the List by August 31, 2002. The MEP and/or
Agency for Privatization shall accept twenty seven (27) privatization plans, unaltered
or substantially unaltered, and shall, within a reasonable time, publicly announce the
privatization sales follow ng the recommendati ons of the sales agents. The
enterprises on the List which the sales agents advise cannot or shoul d not be
privatized w thout additional restructuring shall be designated by the MEP and/ or
Agency for Privatization for restructuring, in accordance with the restructuring terns
and procedures set forth in the privatization | aw, expected to be enacted by the
Republic of Serbia by or before July 31, 2001, and the related regul ations. The MEP
and/ or Agency for Privatization shall ensure that the tenders for the enterprises that
have not been noved to restructuring shall have been conpleted by March 31, 2003, and
that all of the enterprises offered for privatization shall have been either sold or
noved to restructuring.

Section I1I: Part C of the Project

Wth respect to Part C of the Project, the Recipient shall ensure that the
Republ i c of Serbia shall establish and maintain, during the termof the Project, an
inter-mnisterial working group whose nenbers shall include representatives of the
mnistries and agencies involved in the regulation of business activities in the
Republic of Serbia. The working group shall be responsible for formulating policy
recomendati ons for the governnent of the Republic of Serbia regarding deregul ation of
t he busi ness environnment and reduction of administrative barriers to entry and
expansion of firms, in particular, small and nmediumenterprises, in the Republic of
Serbia. The working group shall be assisted by an advi ser (consultant) who shall have



the required international experience, and policy and busi ness experti se.
SCHEDULE 3
Pr ocur enment

Section |I. Procurenent of Goods
Part A Cener al

Goods shall be procured in accordance with the provisions of Section | of the
"Qui del i nes for Procurenent under |BRD Loans and I DA Credits" published by the Bank in
January 1995 and revised in January and August 1996, Septenber 1997 and January 1999
(the Guidelines), and the followi ng provisions of Section | of this Schedul e.

Part B: I nternational Conpetitive Bidding

Except as otherw 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
CGui del i nes and paragraph 5 of Appendix 1 thereto.

Part C: O her Procurenent Procedures

1. I nternational Shopping

Goods estimated to cost |ess than $100, 000 equi val ent per contract, up to an
aggregate anount not to exceed $140, 000 equival ent, may be procured under contracts
awar ded on the basis of international shopping procedures in accordance with the
provi sions of paragraphs 3.5 and 3.6 of the Guidelines.

2. Nati onal  Shoppi ng

Goods estinated to cost |ess than $50, 000 equival ent per contract, up to an
aggregate anmount not to exceed $50, 000 equival ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.

Part D Revi ew by the Bank of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to bid for contracts, the proposed
procurenent plan for the Project shall be furnished to the Bank for its review and
approval, in accordance with the provisions of paragraph 1 of Appendix 1 to the
CGui del i nes. Procurenent of all goods and works shall be undertaken in accordance with
such procurenent plan as shall have been approved by the Bank, and with the provisions
of said paragraph 1.

2. Prior Review

(a) Wth respect to all contracts procured under Part B of this Section I,
the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the CGuidelines shall
apply.

(b) Wth respect to the first contract procured under each Part C. 1 and C. 2,
and all contracts procured under Part C estimated to cost the equival ent of $50,000 or
nore, the follow ng procedures shall apply:

(i) prior to the execution of any contract under procured shopping
procedures, the Recipient shall provide to the Administrator a
report on the conparison and eval uati on of quotations received;

(ii) prior to the execution of any contract procured under shopping
procedures, the Recipient shall provide to the Administrator a
copy of the specifications and the draft contract; and

(iii) the procedures set forth in paragraphs 2(f), 2(g) and 3 of



Appendi x 1 to the Quidelines shall apply.

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 Guidelines shall apply.

Section II. Enpl oynent of Consultants
Part A: Gener al

Consul tants’ services shall be procured in accordance with the provisions of the
I ntroduction and Section IV of the "Cuidelines: Selection and Enpl oynment of

Consul tants by World Bank Borrowers" published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consul tant Guidelines), and the follow ng

provi sions of Section Il of this Schedul e.
Part B: Quality- and Cost-based Sel ection
1 Except as otherwi se provided in Part C of this Section, consultants’ services

shal | 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

qual ity- and cost-based sel ection of consultants.

Part C O her Procedures for the Selection of Consultants

1. Least - cost Sel ection

Services related to case-by-case privatization and audit services shall be
procured under contracts awarded in accordance wi th the provisions of paragraphs 3.1
and 3.6 of the Consultant Cuidelines.

2. Sel ection Based on Consultants’ Qualifications

Services for training under Parts B, C or D of the Project, estinmated to cost
| ess than $100, 000 equi val ent per contract, may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.7 of the Consul tant Guidelines.

3. I ndi vi dual Consultants

Services related to privatization, studies, surveys and project managenent and
adm ni stration under Parts B, C or D of the Project and that neet the requirenents set
forth in paragraph 5.1 of the Consultant Guidelines, shall be procured under contracts
awarded to individual consultants in accordance with the provisions of paragraphs 5.1
through 5.3 of the Consultant Guidelines.

Part D: Revi ew by the Bank of the Selection 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 Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review
(a) Wth respect to the first contract procured under each Parts C.1 and C 2
of this Section Il, and each contract for the enploynent of consulting firns esti mated

to cost the equival ent of $100,000 or nore, the procedures set forth in paragraphs 1,
2 (other than the third subparagraph of paragraph 2(a)) and 5 of Appendix 1 to the
Consul tant Cui delines shall apply.

(b) Wth respect to each contract for the enploynent of individual
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 Bank 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.

SCHEDULE 4
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1) through (4) set forth
in the table in paragraph 1 of Schedule 1 to the G ant Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods, services, training and i ncrenental operating costs required
for the Project and to be financed out of the proceeds of the Gant allocated from
time totine to the eligible Categories in accordance with the provisions of Schedul e
1 to the Grant Agreenent; and

(c) the term"Authorized Allocation" neans an ampunt equival ent to $500, 000
to be wthdrawmn fromthe Grant Account and deposited into the Special Account pursuant
to paragraph 3 (a) of this Schedul e, provided, however, that unless the Adm nistrator
shal | otherw se agree, the Authorized Allocation shall be linted to an anmount
equi val ent to $300,000 until the aggregate anmpunt of wi thdrawals fromthe Gant
Account plus the total anount of all outstanding special commitnents entered into by
the Admi nistrator pursuant to Section 7 of the General Conditions shall be equal to or
exceed the equival ent of $900, 000.

2. Payments out of the Special Account shall be made exclusively for eligible
expendi tures in accordance with the provisions of this Schedul e.

3. After the Administrator has recei ved evidence satisfactory to it that the
Speci al Account has been duly opened, wi thdrawals of the Authorized Allocation and
subsequent withdrawals to replenish the Special Account shall be made as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient shall furnish
to the Admi nistrator a request or requests for deposit into the Special Account of an
anmount or anounts which do not exceed the aggregate amount of the Authorized
All ocation. On the basis of such request or requests, the Adm nistrator shall, on
behal f of the Recipient, withdraw fromthe G ant Account and deposit into the Specia
Account such ampunt or anounts as the Recipient, shall have requested

(b) (i) For repl eni shnent of the Special Account, the Recipient shal
furnish to the Adm nistrator requests for deposits into the
Speci al Account at such intervals as the Adm ni strator shal
speci fy.

(ii) Prior to or at the tine of each such request, the Recipient shal
furnish to the Adm nistrator the docunents and ot her evidence
requi red pursuant to paragraph 4 of this Schedule for the paynment
or paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Administrator shall, on behal f of
the Recipient, withdraw fromthe G ant Account and deposit into
the Special Account such amobunt as the Recipient shall have
requested and as shall have been shown by sai d docunents and ot her
evi dence to have been paid out of the Special Account for eligible
expenditures. Al such deposits shall be wi thdrawn by the
Adm ni strator fromthe G ant Account under the respective eligible
Categories, and in the respective equival ent anobunts, as shal
have been justified by said docunents and other evidence

4, For each paynent nmade by the Recipient out of the Special Account, the Recipient
shall, at such time as the Adm nistrator shall reasonably request, furnish to the

Adm ni strator such docunents and ot her evidence showi ng that such paynent was made
exclusively for eligible expenditures.

5. Not wi t hst andi ng the provi sions of paragraph 3 of this Schedul e, the
Admini strator shall not be required to nake further deposits into the Special Account:



(a) if, at any tine, the Admnistrator shall have determ ned that all further
wi t hdrawal s shoul d be nade by the Recipient directly fromthe Gant Account in
accordance with the provisions of Section 6 of the General Conditions and paragraph
(a) of Section 2.02 of this Agreenent;

(b) if the Recipient shall have failed to furnish to the Adm nistrator,
within the period of time specified in Section 4.01 (b) (ii) of this Agreenment, any of
the audit reports required to be furnished to the Adnministrator pursuant to said
Section in respect of the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Admnistrator shall have notified the Recipient of
its intention to suspend in whole or in part the right of the Recipient to nake
withdrawal s fromthe Grant Account pursuant to the provisions of Section 16 of the
General Conditions; or

(d) once the total unw thdrawn amount of the Grant allocated to the eligible
Categories, mnus the total amount of all outstanding special conmtments entered into
by the Administrator pursuant to Section 7 of the General Conditions with respect to
the Project, shall equal the equivalent of twi ce the amount of the Authorized
Al | ocati on.

Thereafter, withdrawal fromthe G ant Account of the renaining unw thdrawn anount of
the Gant allocated to the eligible Categories shall follow such procedures as the
Adm ni strator shall specify by notice to the Recipient. Such further w thdrawals
shall be nade only after and to the extent that the Admi nistrator shall have been
satisfied that all such anpunts remaining on deposit in the Special Account as of the
date of such notice will be utilized in nmaking paynents for eligible expenditures.

6. (a) If the Admi nistrator shall have determined at any tinme that any paynent
out of the Special Account: (i) was nmade for an expenditure or in an anobunt not

el igible pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the
evidence furnished to the Adm nistrator, the Recipient shall, pronptly upon notice
fromthe Adnministrator: (A) provide such additional evidence as the Administrator nmay
request; or (B) deposit into the Special Account (or, if the Admi nistrator shall so
request, refund to the Administrator) an anount equal to the amount of such paynent or
the portion thereof not so eligible or justified. Unless the Adm nistrator shall

ot herwi se agree, no further deposit by the Administrator into the Special Account
shall be nmade until the Recipient has provided such evidence or nmade such deposit or
refund, as the case nay be.

(b) If the Admi nistrator shall have determ ned at any tine that any anobunt
outstanding in the Special Account will not be required to cover further paynents for
el i gi bl e expenditures, the Recipient shall, pronptly upon notice fromthe

Adm ni strator, refund to the Adm nistrator such outstandi ng anount.

(c) The Reci pi ent may, upon notice to the Administrator, refund to the Bank
all or any portion of the funds on deposit in the Special Account.

(d) Refunds to the Adm nistrator nmade pursuant to paragraphs 6 (a), (b) and
(c) of this Schedule shall be credited to the Grant Account for subsequent wi thdrawal
or for cancellation in accordance with the relevant provisions of this Agreenent,
i ncluding the General Conditions.

SCHEDULE 5
General Conditions
Section 1. Application of General Conditions
Wthout limtation or restriction upon the scope of any other provisions of this
Agreenent, these General Conditions set forth certain basic terns and conditions
applicable to this Agreenent.
Section 2. Definitions

The following terns have the foll ow ng neani ngs wherever used in these General
Condi ti ons:

(a) "Admi ni strator" means the Bank and Association, acting jointly as



adm ni strator of the TFFRY;

(b) "Closing Date" nmeans the date specified in Section 2.03 of this Agreenent
after which the Admi nistrator may, by notice to the Recipient, termnate the right of
the recipient to withdraw fromthe G ant Account;

(c) "Dol lars" and the sign "$" nean dollars in the currency of the United
States of Anerica;

(d) "Effective Date" nmeans the date on which this G ant Agreement shall enter
into effect as provided in Section 36 of this Schedul e;

(e) "Grant" nmeans the grant provided for in this Agreenent;

(f) "Grant Account" means the account opened by the Administrator on its

books in the nane of the Recipient to which the anbunt of the Grant is credited;

g "Project" means the project for which the Gant is made, as described in
Schedule 2 to this Agreenent and as the description thereof may be anended fromtine
to time by agreement between the Recipient and the Administrator; and

(h) "Taxes" includes inposts, levies, fees and duties of any nature, whether
in effect at the date of this Agreenent or thereafter inposed.

Section 3. Grant Account

The ampunt of the Grant shall be credited to the Grant Account and may be
wi t hdrawn therefrom by the Recipient as provided in this Agreenent and in these
CGeneral Conditions.

Section 4. Currencies in which Wthdrawals are to be Mde

Except as the Recipient and the Administrator shall otherw se agree, w thdrawal s
fromthe Gant Account shall be nmade in the respective currencies in which the
expenditures to be financed out of the proceeds of the Grant have been paid or are
payabl e.

Section 5. Valuation of Currencies

Whenever it shall be necessary for the purposes of this Agreenent to determ ne
the value of one currency in terns of another, such value shall be as reasonably
determ ned by the Adm nistrator.

Section 6. Wthdrawal fromthe G ant Account

The Recipient shall be entitled to withdraw fromthe G ant Account anounts
expended or, if the Administrator shall so agree, amounts to be expended for the
Project in accordance with the provisions of this Agreenent and of these Ceneral
Condi ti ons. Except as the Administrator and the Recipient shall otherw se agree, no
wi t hdrawal s shall be made: (a) on account of expenditures in the territories of any
country which is not a nmenber of the Administrator or for goods produced in, or
services supplied from such territories; or (b) for the purpose of any paynent to
persons or entities, or for any inport of goods, if such payment or inport, to the
know edge of the Administrator, is prohibited by a decision of the United Nations
Security Council taken under Chapter VIl of the Charter of the United Nations.

Section 7. Special Commitnments by the Administrator

Upon the Recipient’s request and upon such ternms and conditions as shall be
agreed upon between the Recipient and the Administrator, the Adnministrator nmay enter
into special commitments in witing to pay anmounts to the Recipient or others in
respect of expenditures to be financed out of the proceeds of the G ant
notw t hst andi ng any subsequent suspension or cancellation by the Administrator or the
Reci pi ent.

Section 8. Applications for Wthdrawal or for Special Conmitnent

When the Recipient shall desire to withdraw any anmount fromthe Grant Account or
to request the Administrator to enter into a special conmmtnment pursuant to Section 7
of the General Conditions, the Recipient shall deliver to the Adm nistrator a witten
application in such form and containing such statements and agreenments, as the
Adm ni strator shall reasonably request. Applications for withdrawal, including the



docunentation required therefor, shall be made pronptly in relation to expenditures
for the Project.

Section 9. Reallocation

Not wi t hst andi ng the all ocation of an anobunt of the Grant or the percentages for
wi t hdrawal set forth or referred to in this Agreement, if the Admi nistrator has
reasonably estimated that the amount of the Grant then allocated to any withdrawal
category set forth in this Agreement or added thereto by anendrment will be
insufficient to finance the agreed percentage of all expenditures in that category,
the Administrator may, by notice to the Recipient:

(a) reall ocate to such category, to the extent required to neet the estinated
shortfall, proceeds of the Grant which are then allocated to another category and
which in the opinion of the Administrator are not needed to neet other expenditures;
and

(b) if such reallocation cannot fully nmeet the estimated shortfall, reduce
the percentage for withdrawal then applicable to such expenditures in order that
further withdrawal s under such category may continue until all expenditures thereunder
shal | have been nade.

Section 10. Evidence of Authority to Sign Applications for Wthdrawal

The Recipient shall furnish to the Adnministrator evidence of the authority of
the person or persons authorized to sign applications for w thdrawal and the
aut henti cated speci nen signature of any such person.

Section 11. Supporting Evidence

The Recipient shall furnish to the Administrator such docunents and ot her
evi dence in support of the application as the Adnministrator shall reasonably request,
whet her before or after the Admi nistrator shall have permtted any wi t hdrawal
requested in the application.

Section 12. Sufficiency of Applications and Docunents

Each application and the acconpanyi ng docunents and ot her evidence nust be
sufficient in formand substance to satisfy the Admi nistrator that the Recipient is
entitled to withdraw fromthe G ant Account the anmpbunt applied for and that the anopunt
to be withdrawmn fromthe Grant Account is to be used only for the purposes specified
in this Agreenent.

Section 13. Treatnent of Taxes

It is the policy of the Admi nistrator that no proceeds of the G ant shall be
wi t hdrawn on account of paynents for any taxes levied in the territory in which the
Recipient is |ocated on goods or services, or on the inportation, manufacture,
procurenent or supply thereof. To that end, if the anmpbunt of any taxes levied on or in
respect of any itemto be financed out of the proceeds of the G ant decreases or
i ncreases, the Adm nistrator may, by notice to the Recipient, increase or decrease the
percentage for withdrawal set forth or referred to in respect of such itemin this
Agreenent as required to be consistent with such policy of the Administrator.

Section 14. Paynment by the Adm nistrator

The Admi nistrator shall pay the anpbunts wi thdrawn by the Recipient fromthe
Grant Account only to or on the order of the Recipient.

Section 15. Cancellation by the Recipient

The Recipient may, by notice to the Admi nistrator, cancel any anmount of the
Grant which the Recipient shall not have w thdrawn, except that the Recipient may not
so cancel any anmount of the Grant in respect of which the Admi nistrator shall have
entered into a special commtnent pursuant to Section 7 of this Schedul e.

Section 16. Suspension by the Adm nistrator
If any of the follow ng events of suspension shall have occurred and be

continuing, the Admi nistrator nmay, by notice to the Recipient, suspend in whole or in
part the right of the Recipient to nake withdrawals fromthe G ant Account:



(a) The Recipient shall have failed to performany other obligation under
thi s Agreenent.

(b) The Admi nistrator shall have suspended in whole or in part the right of
the Recipient to nmake withdrawal s under any grant agreenent with the Adm nistrator
because of a failure by the Recipient to performany of its obligations under such
agreenent with the Adm nistrator

(c) As a result of events which have occurred after the date of this
Agreenent, an extraordinary situation shall have arisen which shall make it inprobable
that the Project can be carried out, or that the Recipient or any Project
i npl ementation entity will be able to performits obligations under this Agreenent.

(d) The menber of the Bank which is the Recipient: (i) shall have been
suspended from nmenbership in or ceased to be a nenber of the Bank or Association, or
(ii) shall have ceased to be a menber of the International Mpnetary Fund

(e) After the date of this Agreenent and prior to the effective date, any
event shall have occurred which woul d have entitled the Administrator to suspend the
Recipient’s right to nake withdrawal s under the Grant if the Agreenent had been
ef fective on the date such event occurred.

(f) A representation nade by the Recipient in or pursuant to the Agreenent,
or any statenent furnished in connection therewith, and intended to be relied upon by
the Administrator in making the Grant, shall have been incorrect in any material
respect.

(9) The Recipient or any Project inplementation entity shall, wi thout the
consent of the Association, have: (i) assigned or transferred, in whole or in part,
any of its obligations arising under this Agreenent; or (ii) sold, |eased
transferred, assigned, or otherw se disposed of any property or assets financed wholly
or in part out of the proceeds of the Gant, except with respect to transactions in
the ordi nary course of business which, in the opinion of the Adm nistrator, do not
materially and adversely affect the ability of the Recipient to performany of its
obl i gations under this Agreement or to achieve the objectives of the Project, or the
ability of the Project inplenmentation entity to performany of its obligations arising
under, or entered into pursuant to, this Agreenent, or to achieve the objectives of
the Project.

(h) Any action shall have been taken for the dissolution, disestablishment or
suspensi on of operations of any Project inplenentation entity.

(i) The Project inplenentation entity shall have ceased to exist in the same
|l egal formas that prevailing as of the date of this Agreenent.

(i) In the opinion of the Adm nistrator, the |egal character, ownership or
control of any Project inplementation entity shall have changed fromthat prevailing
as of the date of this Agreement so as to materially and adversely affect the ability
of the Project inplenentation entity to performany of its obligations arising under
or entered into pursuant to, this Agreement, or to achieve the objectives of the
Pr oj ect .

(k) Any other event specified in this Agreenent for the purposes of this
Section shall have occurred

The right of the Recipient to nmake withdrawals fromthe G ant Account shall continue
to be suspended in whole or in part, as the case may be, until the event or events

whi ch gave rise to suspension shall have ceased to exist, unless the Admi nistrator
shall have notified the Recipient that the right to nake w thdrawal s has been restored
in whole or in part, as the case may be

Section 17. Cancellation by the Adm nistrator

If: (a) the right of the Recipient to nake withdrawals fromthe G ant Account
shal | have been suspended with respect to any anount of the Grant for a continuous
period of thirty (30) days; or (b) at any tinme, the Adm nistrator determ nes, after
consultation with the Recipient, that an amobunt of the Grant will not be required to
finance the Project’s costs to be financed out of the proceeds of the Gant; or (c) at
any tinme, the Adm nistrator determnes, with respect to any contract to be financed
out of the proceeds of the Grant, that corrupt or fraudulent practices were engaged in
by representatives of the Recipient or of a beneficiary of the Grant during the
procurenent or the execution of such contract, w thout the Recipient having taken



timely and appropriate action satisfactory to the Adnmnistrator to renedy the
situation, and establishes the anobunt of expenditures in respect of such contract

whi ch woul d ot herwi se have been eligible for financing out of the proceeds of the
Grant; or (d) at any tine, the Administrator determnines that the procurenment of any
itemis inconsistent with the procedures set forth or referred to in this Agreenent
and establishes the ambunt of the expenditures in respect of such item which would

ot herwi se have been eligible for financing out of the proceeds of the Gant; or (e)
after the Closing Date, an amount of the Grant shall remain unwithdrawn fromthe G ant
Account, the Adm nistrator may, by notice to the Recipient, termnate the right of the
Reci pient to nake withdrawals with respect to such anobunt. Upon the giving of such
noti ce, such anobunt of the Grant shall be cancell ed.

Section 18. Ampunts Subject to Special Commitnment not Affected by Cancellation or
Suspensi on by the Adm nistrator

No cancell ation or suspension by the Adnministrator shall apply to anbunts
subj ect to any special conmmitnent entered into by the Administrator pursuant to
Section 7 of the CGeneral Conditions except as expressly provided in such conmitnent.

Section 19. Effectiveness of Provisions after Suspension or Cancellation

Not wi t hst andi ng any cancel | ati on or suspension, all the provisions of this
Agreenent shall continue in full force and effect except as specifically provided in
this Agreenent.

Section 20. Cooperation and Information

The Recipient and the Administrator shall cooperate fully to assure that the
purposes of the Grant will be acconplished. To that end, the Recipient and the
Adm nistrator shall: (a) fromtime to time, at the request of any one of them
exchange views with regard to the progress of the Project, the purposes of the Gant,
and the performance of their respective obligations under this Agreement; and furnish
to the other party all such information related thereto as it shall reasonably
request; and (b) pronptly informeach other of any condition which interferes with, or
threatens to interfere wth, the matters referred to in paragraph (a) above.

Section 21. |nsurance

The Recipient shall insure or cause to be insured, or nake adequate provision for the
i nsurance of, the inported goods to be financed out of the proceeds of the G ant

agai nst hazards incident to the acquisition, transportation and delivery thereof to
the place of use or installation. Any indemity for such insurance shall be payable in
a freely usable currency to replace or repair such goods.

Section 22. Use of Goods, Wirrks and Services

Except as the Administrator shall otherw se agree, the Recipient shall cause all
goods, works, and services financed out of the proceeds of the Gant to be used
exclusively for the purposes of the Project.

Section 23. Plans and Schedul es

The Reci pient shall furnish, or cause to be furnished, to the Adm nistrator
pronptly upon their preparation, the plans, specifications, reports, contract
docunents and construction and procurenent schedules for the Project, and any material
nmodi fications thereof or additions thereto, in such detail as the Administrator shal
reasonably request.

Section 24. Records and Reports

(a) The Recipient shall: (i) maintain records and procedures adequate to
record and monitor the progress of the Project (including its cost and the benefits to
be derived fromit), to identify the goods and services financed out of the proceeds
of the Grant, and to disclose their use in the Project; (ii) enable the
Adm nistrator’s representatives to visit any facilities and construction sites
included in the Project and to exam ne the goods financed out of the proceeds of the
Grant and any plants, installations, sites, works, buildings, property, equipnent,
records and docunments relevant to the perfornmance of the obligations of the Recipient
under this Agreenent; and (iii) furnish to the Adm nistrator at regular intervals al
such information as the Adnministrator shall reasonably request concerning the Project,
its cost and, where appropriate, the benefits to be derived fromit, the expenditure
of the proceeds of the Grant and the goods and services financed out of such proceeds.



(b) Upon the award of any contract for goods or services to be financed out
of the proceeds of the Grant, the Admi nistrator may publish a description thereof, the
name and nationality of the party to which the contract was awarded and the contract
price.

(c) Pronptly after conpletion of the Project, but in any event not later than
six (6) months after the Closing Date or such |ater date as nay be agreed for this
purpose between the Recipient and the Adnministrator, the Recipient shall prepare and
furnish to the Adm nistrator a report, of such scope and in such detail as the
Admini strator shall reasonably request, on the execution and initial operation of the
Project, its cost and the benefits derived and to be derived fromit, the perfornmance
by the Recipient and the Administrator of their respective obligations under this
Agreenent and the acconplishnent of the purposes of the Gant.

Section 25. Mintenance

The Recipient shall at all tines operate and mmintain, or cause to be operated
and mai ntained, any facilities relevant to the Project, and pronptly as needed, nake
or cause to be made all necessary repairs and renewal s thereof.

Section 26. Land Acquisition

The Reci pi ent shall cause to be taken all such action as shall be necessary to
acquire as and when needed all such land and rights in respect of |land as shall be
required for carrying out the Project and shall furnish to the Adm nistrator, pronptly
upon its request, evidence satisfactory to the Administrator that such land and rights
in respect of land are available for purposes related to the Project.

Section 27. Enforceability

The rights and obligations of the Adm nistrator and Reci pi ent under the G ant
Agreement shall be valid and enforceable in accordance with their terns
notwi thstanding the |l aw of any State or political subdivision thereof to the contrary.
Nei t her the Administrator nor the Recipient shall be entitled in any proceedi ng under
this Article to assert any claimthat any provision of these General Conditions or of
the Grant Agreement is invalid or unenforceabl e because of any provision of the
Articles of Agreenent of the Bank

Section 28. Failure to Exercise Rights

No delay in exercising, or om ssion to exercise, any right, power or renedy
accruing to any party under the Grant Agreenment upon any default shall inmpair any such
right, power or remedy or be construed to be a waiver thereof or an acqui escence in
such default. No action of such party in respect of any default, or any acqui escence
by it in any default, shall affect or inpair any right, power or renedy of such party
in respect of any other or subsequent default.

Section 29. Arbitration

(a) Any controversy between the parties to the Grant Agreenent, and any claim
by any such party agai nst any other such party arising under the G ant Agreenent which
has not been settled by agreement of the parties shall be subnmitted to arbitration by
an Arbitral Tribunal as hereinafter provided.

(b) The parties to such arbitration shall be the Adm nistrator on the one
side and the Recipient on the other side

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as
follows: one arbitrator shall be appointed by the Adm nistrator; a second arbitrator
shal | be appointed by the Recipient; and the third arbitrator (hereinafter sonetinmnes
called the Unpire) shall be appointed by agreement of the parties or, if they shal
not agree, by the President of the International Court of Justice or, failing
appoi nt rent by said President, by the Secretary-General of the United Nations. If
either side shall fail to appoint an arbitrator, such arbitrator shall be appointed by
the Unpire. In case, any arbitrator appointed in accordance with this Section shal
resign, die or become unable to act, a successor arbitrator shall be appointed in the
sane manner as herein prescribed for the appointnent of the original arbitrator and
such successor shall have all the powers and duties of such original arbitrator.

(d) An arbitration proceeding may be instituted under this Section upon
notice by the party instituting such proceeding to the other party. Such notice shal



contain a statement setting forth the nature of the controversy or claimto be
submitted to arbitration and the nature of the relief sought and the nane of the
arbitrator appointed by the party instituting such proceeding. Wthin (30) thirty days
after such notice, the other party shall notify to the party instituting the
proceedi ng the nane of the arbitrator appointed by such other party.

(e) If within sixty (60) days after the notice instituting the arbitration
proceedi ng, the parties shall not have agreed upon an Unpire, any party may request
the appointnent of an Unpire as provided in paragraph (c) of this Section.

(f) The Arbitral Tribunal shall convene at such tinme and place as shall be
fixed by the Urpire. Thereafter, the Arbitral Tribunal shall determnmi ne where and when
it shall sit.

The Arbitral Tribunal shall decide all questions relating to its
conpetence and shall, subject to the provisions of this Section and except as the
parties shall otherw se agree, determne its procedure. Al decisions of the Arbitra
Tri bunal shall be by majority vote

(h) The Arbitral Tribunal shall afford to all parties a fair hearing and
shall render its award in witing. Such award may be rendered by default. An award
signed by a nmajority of the Arbitral Tribunal shall constitute the award of such
Tribunal. A signed counterpart of the award shall be transmitted to each party. Any
such award rendered in accordance with the provisions of this Section shall be final
and bi ndi ng upon the parties to the Grant Agreenent. Each party shall abide by and
conply with any such award rendered by the Arbitral Tribunal in accordance with the
provi sions of this Section

(i) The parties shall fix the amount of the remuneration of the arbitrators
and such other persons as shall be required for the conduct of the arbitration
proceedings. If the parties shall not agree on such anpbunt before the Arbitral
Tri bunal shall convene, the Arbitral Tribunal shall fix such anpbunt as shall be
reasonabl e under the circunmstances. The Adninistrator and Recipient shall each defray
its own expenses in the arbitration proceedings. The costs of the Arbitral Tribuna
shal | be divided between and borne equally by the Adm nistrator on the one side and
the Recipient on the other. Any question concerning the division of the costs of the
Arbitral Tribunal or the procedure for paynment of such costs shall be determni ned by
the Arbitral Tribunal

j The provisions for arbitration set forth in this Section shall be in lieu
of any other procedure for the settlenent of controversies between the parties to the
Grant Agreenent or of any claimby any such party agai nst any other such party arising
t her eunder

(k) If, within thirty (30) days after counterparts of the award shall have
been delivered to the parties, the award shall not be conplied with, any party may:
(i) enter judgnent upon, or institute a proceeding to enforce, the award in any court
of conpetent jurisdiction against any other party; (ii) enforce such judgnent by
execution; or (iii) pursue any other appropriate remedy against such other party for
the enforcenent of the award and the provisions of the G ant Agreenent.

Not wi t hst andi ng the foregoing, this Section shall not authorize any entry of judgnent
or enforcement of the award against any party that is a nenber of the Bank or

Associ ation except as such procedure nay be avail abl e ot herwi se than by reason of the
provi sions of this Section

(1) Service of any notice or process in connection with any proceedi ng under
this Section or in connection with any proceeding to enforce any award rendered
pursuant to this Section may be made i n the manner provided in Section 28 of the
General Conditions. The parties to the Gant Agreenent waive any and all other
requi renments for the service of any such notice or process

Section 30. Notices and Requests

Any notice or request required or permtted to be given or made under this
Agreenent and any ot her 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 pernmitted to be given or nmade at
such party’'s address specified in this Agreenent, or at such other address as such
party shall have designated by notice to the party giving such notice or making such
request. Delivery made by facsimile transm ssion shall be confirned by mail



Section 31. Evidence of Authority

The Recipient shall furnish to the Adnministrator sufficient evidence of the
authority of the person or persons who will, on behalf of the Recipient, take any
action or execute any docunents required or permtted to be taken or executed by the
Reci pi ent under this Agreement, and the authenticated specinen signature of each such
person.

Section 32. Action on Behalf of the Recipient

Any action required or pernmtted to be taken, and any docunents required or
permitted to be executed, under this Agreenent on behalf of the Recipient may be taken
or executed by the representative of the Recipient designated in this Agreenent for
the purposes of this Section or any person thereunto authorized in witing by such
representative. Any nodification or anplification of the provisions of this Agreenent
may be agreed to on behalf of the Recipient by witten instrunent executed on behal f
of the Recipient by the representative so designated or any person thereunto
authorized in witing by such representative, provided that, in the opinion of such
representative, such nodification or anplification is reasonable in the circunstances
and will not substantially increase the obligations of the Recipient under this
Agreenent. The Admi nistrator may accept the execution by such representative or other
person of any such instrument as conclusive evidence that in the opinion of such
representative any nodification or anplification of the provisions of this Agreenent
ef fected by such instrunent is reasonable in the circunstances and will not
substantially increase the obligations of the Recipient thereunder

Section 33. Execution in Counterparts

Thi s Agreenent may be executed in several counterparts, each of which shall be
an original.

Section 34. Conditions Precedent to Effectiveness of Gant Agreemnent

The Grant Agreenment shall not become effective until evidence satisfactory to
the Adm nistrator shall have been furnished to the Adm nistrator

(a) that the execution and delivery of this Agreenent on behal f of the
Reci pi ent have been duly authorized or ratified by all necessary governnental and
corporate action

(b) if the Administrator shall so request, that the condition of the G ant
reci pient (other than a nenber of the Bank or Association), as represented or
warranted to the Adnministrator at the date of this Agreenment, has undergone no
materi al adverse change after such date; and

(c) that all other events specified in this Agreement as conditions to
ef fectiveness have occurred.

Section 35. Legal Opinions or Certificates

As part of the evidence to be furnished pursuant to Section 34 of the Genera
Condi tions, there shall be furnished to the Adm nistrator an opinion or opinions
satisfactory to the Administrator of counsel acceptable to the Administrator or, if
the Administrator shall so request, a certificate satisfactory to the Adm nistrator of
a conpetent official of the Recipient show ng:

(a) on behalf of the Recipient, that this Agreenent has been duly authorized
or ratified by, and executed and delivered on behalf of, the Recipient and is legally
bi ndi ng upon the Recipient in accordance with its terms; and

(b) such other matters as shall be specified in this Agreenent or as shall be
reasonably requested by the Administrator in connection therewth.

Section 36. Effective Date

(a) Except as the Administrator and the Recipient shall otherwi se agree, this
Agreement shall enter into effect on the date upon which the Admi nistrator dispatches
to the Recipient notice of its acceptance of the evidence required by Section 34 of
the General Conditions

(b) If, before the Effective Date, any event shall have occurred whi ch woul d
have entitled the Administrator to suspend the right of the Recipient to make



wi thdrawals fromthe Grant Account if this Agreenent had been effective, the
Adm ni strator may postpone the dispatch of the notice referred to in paragraph (a) of
this Section until such event or events or situation shall have ceased to exist.

Section 37. Termnation of Grant Agreenment for Failure to Becone Effective

If this Agreement shall not have entered into effect by the date specified in
this Agreenent for the purposes of this Section, this Agreement and all obligations of
the parties thereunder shall termnate, unless the Admi nistrator, after consideration
of the reasons for the delay, shall establish a |ater date for the purposes of this
Section. The Administrator shall pronptly notify the Recipient of such |ater date.



