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CREDIT NUMBER 3588 UG

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated December 20, 2001 between THE REPUBLIC OF UGANDA (the Borrower)

and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

WHEREAS (A) the Association has received from the Borrower a letter, dated April

4, 2001, describing a program of actions, objectives and policies designed to reform

and improve the provision of energy for the transformation of the rural sector of its
economy (the Program) and declaring the Borrower’s commitment to the execution of the
Program;

(B) the Borrower has requested that the Association support the execution of
the Program through a series of credits over a period of ten years, the proceeds of
such credits to be utilized by the Borrower in the carrying out of the Program;

© the Borrower, having satisfied itself as to the feasibility and priority
of the Project described in Schedule 2 to this Agreement, has requested the
Association to assist in the financing of the Project;

(D) Part G.1 of the Project will be carried out by the Private Sector
Foundation (PSF) with the Borrower’s assistance, and as part of such assistance, the
Borrower will make available to PSF part of the proceeds of the Credit as provided in
this Agreement;

(E) Part E of the Project will be carried out by the Uganda Communications
Commission (UCC) with the Borrower's assistance, and as part of such assistance, the
Borrower will make available to UCC part of the proceeds of the Credit as provided in
this Agreement;



(3] Part G.2 (a) of the Project will be carried out by the Bank of Uganda
(BOU) with the Borrower’s assistance, and as part of such assistance, the Borrower
will make available to BOU part of the proceeds of the Credit as provided in this
Agreement; and

WHEREAS the Association has agreed, on the basis, inter alia, of the foregoing,
to extend the Credit to the Borrower upon the terms and conditions set forth in this
Agreement and in the following Project Agreements of even date herewith, namely: (i)
the Project Agreement between the Association and PSF (the PSF Project Agreement);
(i) the Project Agreement between the Association and UCC (the UCC Project
Agreement); and (iii) the Project Agreement between the Association and BOU (the BOU
Project Agreement);

NOW THEREFORE the parties hereto hereby agree as follows:
ARTICLE I
General Conditions; Definitions

Section 1.01. The "General Conditions Applicable to Development Credit
Agreements" of the Association, dated January 1, 1985 (as amended through October 6,
1999), with the modifications set forth below (the General Conditions), constitute an
integral part of this Agreement:

@ A new paragraph (12) is added to Section 2.01 to read as set forth below,
and the existing paragraphs (12) through (14) of said Section are accordingly
renumbered as paragraphs (13) through (15):

"12.  "Participating Country" means any country that the Association

determines meets the requirements set forth in Section 11 of Resolution No.

194 of the Board of Governors of the Association, adopted on April 8, 1999;

and ‘Participating Countries’ neans, collectively, all such countries."; and

(b) The second sentence of Section 5.01 is nodified to read:

"Except as the Borrower and the Association shall otherw se agree, no
wi t hdrawal s shall be nmade: (a) on account of expenditures in the territories
of any country which is not a Participating Country 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 inmport of goods, if such paynent or
import, to the know edge of the Association, Is prohibited by a decision of

the United Nations Security Council taken under Chapter VII of the Charter of t he
Uni ted Nations."

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

(a) "Advance Account" means each of the advance accounts referred to in Part
B.1 (b) of Schedule 1 to this Agreenent;

(b) "Bank of Uganda" or "BOU' neans the Borrower’s Central Bank established
pursuant to the Bank of Uganda Statute ("the Statute"), Statute No. 5 of 1993 of the
Bor r ower ;

(c) BOU Proj ect Agreenent"” means the agreenment between the Association and
BOU of even date herewith, as the sane nay be anended fromtine to time, and such term
includes all schedul es and agreenments supplenmental to the BOU Project Agreenent;

(d) "BQU Speci al Account " neans the Special Account to be opened in the nane
of BOU pursuant to Part B.1 (a) of Schedule 1 to this Agreenent;

(e) "BQOU Subsi di ary Financing Agreenment"” neans the agreenent to be entered
into between the Borrower and BOU pursuant to Section 3.01 (f) of this Agreenent, as
the same may be amended fromtinme to time, and such termincludes all schedul es
suppl emental to the BOU Subsi diary Fi nancing Agreenent;

(f) "Credit Support Facility" neans the Credit Support Facility to be
establ i shed pursuant to Part G 2 (b)of the Project;



( "Eligible Categories” means: (i) Categories (2) (b) (i), (3) (a) @, (3)
(@) (iv), (4) (@), (4) (c), (5) (a) and (5) (c) set forth in the table in Part A.1 of
Schedule 1 to this Agreement and in respect of the MEMD/REA Special Account (as
hereinafter defined); (ii) Categories (3) (a) (ii), (3) (b), (4) (b) and (5) (b) set
forth in the table in Part A.1 of Schedule 1 to this Agreement and in respect of the
PSF Special Account (as hereinafter defined); (iii) Categories (2) (a) and (3) (a)
(iii) set forth in the table in Part A.1 of Schedule 1 to this Agreement and in
respect of the UCC Special Account (as hereinafter defined); and (iv) Categories (1),
(2) (b) (i) and (5) (d) set forth in the table in Part A.1 of Schedule 1 to this
Agreement and in respect of the BOU Special Account;

(h) "Eligible Enterprise" means a private sector enterprise, operator or
investor which has met the eligibility criteria set out in the Project Implementation
Plan and the requirements of Schedule 4 to this Agreement and, as a result, has been
approved for, or has been made, a Grant (as hereinafter defined) or a Subloan (as
hereinafter defined) for the carrying out of a Subproject (as hereinafter defined);

0] "Eligible Expenditures" means the expenditures for goods, works and
services referred to in Section 2.02 of this Agreement;

"ESMF "means the Environmental and Social Management Framework or adopted
on May 2001 by MEMD (as hereinafter defined);

(k) "Free limit Subloan" means a Subloan, as hereinafter defined, made under
Part G (2) (a) and Part G 2 (b) of the Project, for an amount below the threshold
referred to in Part B 3 (b) (ii) of Schedule 4 to this Agreement and Part A 3 of the
Schedule to the BOU Project Agreement;

0] "Grant" means a grant made, or proposed to be made, to an eligible
enterprise out of the proceeds of the Credit for the financing of a Subproject (as
hereinafter defined);

(m) "Grant Agreement" means an agreement for a Grant referred to in Part B.4
of Schedule 4 to this Agreement;

(n) "IAPSO" means the Inter-Agency Procurement Services Office of the United
Nations;

(0) "ICT" means information and communication technologies;

(p) "Initial Deposits" means the initial deposits referred to in Section
3.03 (c) of this Agreement;

()] "MEMD' means the Borrower’s Mnistry of Energy and M neral Devel opnent;

(r) "MEMD/ REA Speci al Account” neans the Special Account to be opened in the
nane of MEMD/ REA pursuant to Part B.1 of Schedule 1 to this Agreenent;

(s) "M dterm Review' neans the mdtermreviewreferred to in: (i) paragraph
C.6 (b) of Schedule 4 to this Agreenent; (ii) the respective paragraphs 3 of the
Schedul e to the PSF Project Agreenment and the UCC Project Agreenent; and Section 2.07
(c) of the BQU Project Agreenent;

(t) "MOES Project Account"” neans the account to be opened in the name of the
Borrower’s M nistry of Education and Sports under Section 3.03 (a) of this Agreenent;

"MOH Project Account" nmeans the account to be opened in the nane of the
Borrower s Mnistry of Health under Section 3.03 (a) of this Agreenent;

(v) "NGO' means a Non- Gover nmental Organizati on;

(w) "Participating Agreenment" neans any agreenent entered into by BOU and a
PFl (as hereinafter defined), pursuant to Section 2.01 (d) (i) of the BQOU Project
Agr eenent ;

(x) "PFI" means a Project Financial |Internediary which has satisfied the
eligibility criteria set out in the Project Inplementation Plan for participation in
the Project;

(y "Private Sector Foundation" or "PSF' neans the Private Sector Foundation,
a conpany limted by guarantee established and operating under the |aws of the



Borrower and its Memorandum and Articles of Association dated August 24, 1995;

(2) "Project Accounts" means the MOES Project Account the MOH Project
Account, the PSF Project Account (as hereinafter defined) and the UCC Project Account
(as hereinafter defined);

(aa) "Project Agreements" means the PSF Project Agreement (as hereinafter
defined), the UCC Project Agreement (as hereinafter defined) and the BOU Project
Agreement;

(bb)  "Project Implementation Plan" means the Project Implementation Plan
referred to in Part A.1 of Schedule 4 to this Agreement; and

(cc)  "Project Management Report" means each report prepared in accordance with
Section 4.02 of this Agreement;

(dd)  "Project Year" means the 12 month period beginning from the Effective
Date and ending 12 months thereafter and each successive 12 month period following
thereafter;

(ee) "PSF Project Account” means the account to be opened in the name of PSF
under Section 3.03 (a) of this Agreement;

(f)  "PSF Project Agreement" means the agreement between the Association and
PSF of even date herewith, as the same may be amended from time to time, and such term
includes all schedules and agreements supplemental to the PSF Project Agreement;

"PSF Special Account " means the Special Account to be opened in the name
of PSF pursuant to Part B.1 of Schedule 1 to this Agreement;

(hh)  "PSF Subsidiary Financing Agreement" means the agreement to be entered
into between the Borrower and PSF pursuant to Section 3.01 (d) of this Agreement, as
the same may be amended from time to time, and such term includes all schedules
supplemental to the PSF Subsidiary Financing Agreement;

(i) "REA Subsidiary Financing Agreement" means the agreement to be entered
into between the Borrower and PSF pursuant to Section 3.01 (g) of this Agreement, as
the same may be amended from time to time, and such term includes all schedules
supplemental to the PSF Subsidiary Financing Agreement;

j "Rural Communications Development Fund" or "RCDF" means the fund to be
established by UCC (as hereinafter defined) pursuant to Section 5 of the Uganda
Communications Act;

(kk)  "Rural Electrification Agency" or "REA" means the Rural Electrification
Agency established pursuant to the Borrower’'s Electricity (Establishnent and
Managenment of the Rural Electrification Fund) Instrunent, 2001, Statutory |nstrunment
No. 75 of 2001.

(rr) "Rural Electrification Board" or "RE Board" neans the Board to be
established by the Mnister of MEMD under the Borrower’'s Statutory Instrunent No. 75
of 2001, referred to in (kk) above;

"Rural Electrification Fund" or "REF" neans the Rural Electrification
Fund to be established pursuant to Section 65 of the Electricity Act, Act No. 6 of
1999 of the Borrower;

(nn) "Speci al Accounts" neans the MEMDY REA Special Account, the PSF Speci al
Account, the UCC Special Account and the BOU Special Account;

(00) "Subl oan Agreenment” means an agreenent for a Subl oan (as hereinafter
defined) referred to in Part B.4 of Schedule 4 to this Agreenent;

(pp) "Subl oan" neans a subl oan nade, or proposed to be nade, by a PFl to an
eligible enterprise out of the proceeds of the Credit for the financing of a
Subpr oj ect (as hereinafter defined);

(qq) "Subproject" means a schene, activity or service financed, or proposed to
be financed through (i) Grants nade under Parts A, B or C of the Project or through
UCC under Part E of the Project, (ii) Subloans made through BOU under Part G 2 (a)
of the Project or through the credit support facility under G2 (b) of the Project



which meets the criteria set forth in the Project Implementation Plan;

(rr)  "Subsidiary Financing Agreements" means the PSF Subsidiary Financing
Agreement, the UCC Subsidiary Financing Agreement (as hereinafter defined) the REA
Subsidiary Financing Agreement and the BOU Subsidiary Financing Agreement;

(ss) "UCC Project Agreement" means the agreement between the Association and
UCC of even date herewith, as the same may be amended from time to time, and such term
includes all schedules and agreements supplemental to the UCC Project Agreement;

(tt)  "UCC Project Account" means the account to be opened in the name of UCC
under Section 3.03 (a) of this Agreement;

(uu)  "UCC Special Account" means the Special Account opened in the name of UCC
pursuant to Part B.1 of Schedule 1 to this Agreement;

(vw) "UCC Subsidiary Financing Agreement" means the agreement to be entered
into between the Borrower and UCC (as hereinafter defined) pursuant to Section 3.01
(e) of this Agreement, as the same may be amended from time to time, and such term
includes all schedules supplemental to the UCC Subsidiary Financing Agreement; and

(ww)  "Uganda Communications Commission" or "UCC" mean the Uganda
Communications Commission established under Section 4 of the Uganda Communications Act
of 1997, Act No. 8 of the Borrower.

ARTICLE Il
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Development Credit Agreement, an amount in
various currencies equivalent to thirty-eight million three hundred thousand Special
Drawing Rights (SDR 38,300,000).

Section 2.02. The amount of the Credit may be withdrawn from the Credit Account
in accordance with the provisions of Schedule 1 to this Agreement for: (i) amounts
paid (or, if the Association shall so agree, amounts to be paid) by the Borrower on
account of withdrawals made under a Subloan or a Grant to meet the reasonable costs of
goods, works and services required for a Subproject in respect of which the withdrawal
from the Credit Account is requested; and (ii) expenditures made (or if the
Association shall so agree, to be made) in respect of the reasonable cost of goods,
works and services required for the Project and to be financed out of the proceeds of
the Credit.

Section 2.03. The Closing Date shall be August 31, 2006 or such later date as
the Association shall establish. The Association shall promptly notify the Borrower of
such later date.

Section 2.04. (a) The Borrower shall pay to the Association a commitment charge
on the principal amount of the Credit not withdrawn from time to time at a rate to be
set by the Association as of June 30 of each year, but not to exceed the rate of
one-half of one percent (1/2 of 1%) per annum.

(b) The commitment charge shall accrue: (i) from the date sixty days after
the date of this Agreement (the accrual date) to the respective dates on which amounts
shall be withdrawn by the Borrower from the Credit Account or canceled; and (ii) at
the rate set as of the June 30 immediately preceding the accrual date and at such
other rates as may be set from time to time thereafter pursuant to paragraph (a)
above. The rate set as of June 30 in each year shall be applied from the next date in
that year specified in Section 2.06 of this Agreement.

(c) The commitment charge shall be paid: (i) at such places as the
Association shall reasonably request; (ii) without restrictions of any kind imposed
by, or in the territory of, the Borrower; and (iii) in the currency specified in this
Agreement for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may from time to time be designated or selected
pursuant to the provisions of that Section.

Section 2.05. The Borrower shall pay to the Association a service charge at the
rate of three-fourths of one percent (3/4 of 1%) per annum on the principal amount of



the Credit withdrawn and outstanding from time to time.

Section 2.06. Commitment charges and service charges shall be payable
semiannually on April 15 and October 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below, the Borrower
shall repay the principal amount of the Credit in semiannual installments payable on
each April 15 and October 15 commencing April 15, 2012 and ending October 15, 2041.
Each installment to and including the installment payable on October 15, 2021 shall be
one percent (1%) of such principal amount, and each installment thereafter shall be
two percent (2%) of such principal amount.

(b) Whenever: (i) the Borrower’s per capita gross national product (GNP), as
determined by the Association, shall have exceeded for three consecutive years the
level established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank lending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consideration by them of the development of the Borrower’s economy, modify the
repayment of installments under paragraph (a) above by: (A) requiring the Borrower to
repay twice the amount of each such installment not yet due until the principal amount
of the Credit shall have been repaid; and (B) requiring the Borrower to commence
repayment of the principal amount of the Credit as of the first semiannual payment
date referred to in paragraph (a) above falling six months or more after the date on
which the Association notifies the Borrower that the events set out in this paragraph
(b) have occurred, provided, however, that there shall be a grace period of a minimum
of five years on such repayment of principal.

(c) If so requested by the Borrower, the Association may revise the
modification referred to in paragraph (b) above to include, in lieu of some or all of
the increase in the amounts of such installments, the payment of interest at an annual
rate agreed with the Association on the principal amount of the Credit withdrawn and
outstanding from time to time, provided that, in the judgment of the Association, such
revision shall not change the grant element obtained under the above-mentioned
repayment modification.

(d) If, at any time after a modification of terms pursuant to paragraph (b)
above, the Association determines that the Borrower's economic condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further modify the terms of repayment to conform to the schedule of installments as
provided in paragraph (a) above.

Section 2.08. The currency of the United States of America is hereby specified
for the purposes of Section 4.02 of the General Conditions.

ARTICLE Il

Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the objectives of the
Project as set forth in Schedule 2 to this Agreement, and, to this end, shall carry
out Parts A, B, C, D and Part F of the Project with due diligence and efficiency and
in conformity with appropriate administrative, financial, energy and environmental
practices, and shall provide, promptly as needed, the funds, facilities, services and
other resources required for the Project.

(b) Without limitation upon the provisions of paragraph (a) of this Section
and except as the Borrower and the Association shall otherwise agree, the Borrower
shall carry out the said Parts of the Project in accordance with the Implementation
Program set forth in Schedule 4 to this Agreement.

(c) Without any limitation or restriction upon any of its other obligations
under the Development Credit Agreement, the Borrower shall cause:

0] PSF to perform in accordance with the provisions of the PSF
Project Agreement all the obligations of PSF therein set forth,
take and cause to be taken all action, including the provision of

funds, facilities, services and other resources, necessary or

appropriate to enable PSF to perform such obligations, and shall

not take or permit to be taken any action which would prevent or



interfere with such performance;

(i)  UCC to perform in accordance with the provisions of the UCC
Project Agreement all the obligations of UCC therein set forth,
take and cause to be taken all action, including the provision of

funds, facilities, services and other resources, necessary or

appropriate to enable UCC to perform such obligations, and shall

not take or permit to be taken any action which would prevent or

interfere with such performance; and

(i) BOU to perform in accordance with the provisions of the BOU
Project Agreement all the obligations of BOU therein set forth,
take and cause to be taken all action, including the provision of

funds, facilities, services and other resources, necessary or

appropriate to enable BOU to perform such obligations, and shall

not take or permit to be taken any action which would prevent or

interfere with such performance.

(d) The Borrower shall make available on a grant basis the proceeds of the
Credit allocated from time to time to Categories (3) (a) (ii), (3) (b), (4) (b) and
(5) (b) of the table in paragraph 1 of Schedule 1 to this Agreement to PSF under a
subsidiary financing agreement to be entered into between the Borrower and PSF under
terms and conditions which shall have been approved by the Association.

(e) The Borrower shall make available on a grant basis the proceeds of the
Credit allocated from time to time to Categories (2) (a) and (3) (a) (iii) of the
table in paragraph 1 of Schedule 1 to this Agreement to UCC under a subsidiary
financing agreement to be entered into between the Borrower and UCC under terms and
conditions which shall have been approved by the Association.

) The Borrower shall make available the proceeds of the Credit allocated
from time to time to Categories (1), (2) (b) (ii) and (5) (d) of the table in
paragraph 1 of Schedule 1 to this Agreement to BOU under a subsidiary financing
agreement to be entered into between the Borrower and BOU under terms and conditions
which shall have been approved by the Association, including provisions requiring: (i)
the periodic transfers by BOU to the Borrower of amounts of principal and interest
received from PFIs by way of payments and repayments under Subloans; and (ii) an
administration fee, to be retained by BOU from amounts received from the PFls under
Subloans, equivalent to one half of one percent of the average outstanding balance of
Subloans.

(9) The Borrower shall make available the proceeds of the Credit allocated
from time to time to Categories (2) (b) (i), (3) (@) (i), (3) (a) (iv), (4) (a), (4)
(c), (5) (@), (5) (c) of the table in paragraph 1 of Schedule 1 to this Agreement to
REA on a grant basis under a subsidiary financing agreement to be entered into between
the Borrower and REA under terms and conditions which shall have been approved by the
Association.

(h) The Borrower shall exercise its rights under each of the Subsidiary
Financing Agreements in such manner as to protect the interests of the Borrower and
the Association and to accomplish the purposes of the Credit, and except as the
Association shall otherwise agree, the Borrower shall not assign, amend, abrogate or
waive any of the Subsidiary Financing Agreement or any provision thereof.

Section 3.02. Except as the Association shall otherwise agree, procurement of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Credit shall be governed by the provisions of Schedule 3 to
this Agreenent.

Section 3.03. (a) The Borrower shall: (i) open and thereafter maintain, until
conpl etion of the Project, four Project Accounts in a commercial bank, the first
account in the name of the Borrower’s Mnistry of Education and Sports (the MOES
Proj ect Account); the second account in the nane of the Mnistry of Health (the MOH
Proj ect Account); the third account in the name of PSF (the PSF Project Account); and
the fourth account in the name of UCC (the UCC Project Account);

(b) The Project Accounts shall be used exclusively to defray the costs of
Parts D, F and G 1 of the Project not financed from proceeds of the Credit.

(c) The Borrower shall: (i) pay an initial deposit equivalent to $50,000 into
the MOH Project Account and $9,000 into the PSF Project Account, such deposits
representing the first six nonths of the Borrower's contribution to the costs of the



respective Parts of the Project; (ii) as from 2002, deposit into each of the Project

Accounts for each calendar year, no later than April 1 and August 1 of the calendar

year, the anpunt of the Borrower’s annual contribution to Project costs of Parts D, F
and G 1 of the Project for such cal endar year, as determ ned by agreenent between the
Borrower and the Association; and (iii) ensure that all anpunts deposited into the
Proj ect Accounts in accordance with the provisions of this Section shall be used
exclusively to finance the Borrower's contribution to the expenditures under the

Proj ect not otherw se financed out of the proceeds of the Credit.

Section 3.04. The Borrower shall take, and cause BOU, PSF, and UCC to take, all
nmeasures necessary to ensure that all environnental and soci al nanagenent aspects of
the Project are carried out in confornmity with the ESMF

Section 3.05. For the purposes of Section 9.06 of the General Conditions and
without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nonths after the C osing Date or
such later date as may be agreed for this purpose between the Borrower and the
Associ ation, a plan for the future operation of Parts A, B, C, D and Part F of the
Project; and

(b) afford the Association a reasonable opportunity to exchange views with
the Borrower on said plan

Section 3.06. The Borrower and the Association hereby agree that the obligations
set forth in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions
(relating to insurance, use of goods and services, plans and schedul es, records and
reports, maintenance and | and acquisition, respectively) in respect of: (i) Part G 1
of the Project shall be carried out by PSF pursuant to Section 2.03 of the PSF Project
Agreenment; (ii) Part E of the Project shall be carried out by UCC pursuant to Section
2.05 of the UCC Project Agreement; and (iii) Parts G2 (a) of the Project shall be
carried out by BOU pursuant to Section 2.03 of the BOU Project Agreenent.

ARTI CLE |V

Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain or cause to be maintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departnents or
agenci es of the Borrower responsible for carrying out the Project or any part thereof.

(b) The Borrower shall

(i) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Accounts for each fisca
year audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to the
Associ ati on

(ii) furnish to the Association as soon as available, but in any case
not later than six nonths after the end of each such year, the
report of such audit by said auditors, of such scope and in such
detail as the Association shall have reasonably requested; and

(iii) furnish to the Association such other information concerning said
records and accounts and the audit thereof as the Association
shall fromtime to tinme reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Credit
Account were rmade on the basis of Project Management Reports or statenments of
expendi ture, the Borrower shall

(i) mai ntain or cause to be nmintained, in accordance w th paragraph
(a) of this Section, records and accounts reflecting such
expendi t ures;

(ii) retain, until at |east one year after the Association has received
the audit report for the fiscal year in which the |ast w thdrawal



from the Credit Account was made, all records (contracts, orders,
invoices, bills, receipts and other documents) evidencing such
expenditures;

(i) enabl e the Association’s representatives to exam ne such records;
and

(iv) ensure that such records and accounts are included in the annual
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 statenments 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
Agreenment, the Borrower shall carry out a time-bound action plan acceptable to the
Associ ation for the strengthening of its financial nmanagenent system for the Project
in order to enable the Borrower, not later than 18 nonths after the Effective Date or
such later date as the Association shall agree, to prepare quarterly Project
Managenment Reports, acceptable to the Association, each of which:

(i) (A) sets forth actual sources and applications of funds for the
Project, both curul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nmonth 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 follow ng the
period covered by said report;

(ii) (A) describes physical progress in Project inplenmentation, both
cumul atively and for the period covered by said report, and (B)
expl ai ns variances 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
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, the Borrower shall prepare, in accordance with guidelines acceptable to
the Association, and furnish to the Association not |ater than 45 days after the end
of each cal endar quarter a Project Managenent Report for such period.

ARTI CLE V

Renedi es of the Association

Section 5.01. Pursuant to Section 6.02 (I) of the General Conditions, the
follow ng additional event is specified, nanely that a situation has arisen which
shall make it inprobable that the Programor a significant part thereof will be
carried out.

ARTI CLE VI

Ef fective Date; Term nation

Section 6.01. The following events are specified as additional conditions to the
ef fectiveness of the Devel opnent Credit Agreenent within the nmeaning of Section 12.01
(b) of the General Conditions:

(a) the MH Project Account and the PSF Project Account have been opened and
the respective Initial Deposit has been deposited therein;

(b) the Borrower has adopted the Project Inplenmentation Plan in form and
substance satisfactory to the Association;



(c) the Borrower has established a financial management and accounting
system for the Project, satisfactory to the Association;

(d) the Borrower has adopted financial management manuals for the Project in
form and substance satisfactory to the Association;

(e) the Borrower has furnished to the Association a procurement plan
satisfactory to the Association for the procurement of goods, works and services
required for the first Project Year; and

) all conditions precedent to the effectiveness of the GEF Trust Fund Grant
Agreement, other than those related to the effectiveness of this Agreement, have been
fulfilled.

Section 6.02. The following is specified as an additional matter, within the
meaning of Section 12.02 (b) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Association, namely the Project Agreements have
respectively been duly authorized or ratified by PSF, UCC and BOU and are legally
binding upon PSF, UCC and BOU in accordance with their respective terms.

Section 6.03. The date ninety days (90) days after the date of this Agreement is
hereby specified for the purposes of Section 12.04 of the General Conditions.

ARTICLE VII
Representative of the Borrower; Addresses

Section 7.01. The Minister of Finance, Planning and Economic Development of the
Borrower is designated as representative of the Borrower for the purposes of Section
11.03 of the General Conditions.

Section 7.02. The following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

The Ministry of Finance, Planning
And Economic Development

P. O. Box 8147

Kampala

Uganda

Cable address: Facsimile:
FINSEC 230163

For the Association:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex: Facsimile:
INDEVAS 248423 (MCI) or (202) 477-6391
Washington, D.C. 64145 (MCI)

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreement to be signed in their respective names in
the District of Columbia, United States of America, as of the day and year first above



written.

THE REPUBLIC OF UGANDA

By /s/ Edith Ssempala
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Callisto Madavo
Regional Vice President
Africa

SCHEDULE 1
Withdrawal of the Proceeds of the Credit

A. General

1. The table below sets forth the Categories of items to be financed out of the
proceeds of the Credit, the allocation of the amounts of the Credit to each Category
and the percentage of expenditures for items so to be financed in each Category:

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
1) Subloans 11,180,000 90% of amounts
disbursed
2) Grants for:
(@) ICT Subproject 3,510,000 87% of grant amount
(b) Rural Electrification 100% of amounts
Subprojects: disbursed
(i) Subprojects 5,580,000
financed
through
REA
(i) Other 3,790,000
Subprojects
3) Consul tants’ services, 100% of foreign
training and audit fees for: expendi tures and

90% of | ocal
expendi t ures

(a) Di rect Services

(i) Parti ci pating 2,110, 000
Mnistries

(ii) PSF 650, 000
(iii) ucc 360, 000



(iv) REA 2,320,000

(b) PSF Matching Grants 530,000 50%
(4) Goods 100% of foreign
expenditures and
90% of local
expenditures
(a) REA 110,000
(b) PSF 70,000
(c) Participating 3,340,000
Ministries
(5) Operating Costs 90%
(@) REA 413,000
(b) PSF 55,000
(c) MEMD 430,000
(d) BOU 70,000
(6) Unallocated 3,782,000
TOTAL 38,300,000
2. For the purposes of this Schedule:
(@ the term "foreign expenditures" means expenditures in the currency of any

country other than that of the Borrower for goods or services supplied from the
territory of any country other than that of the Borrower;

(b) the term "local expenditures" means expenditures in the currency of the
Borrower or for goods or services supplied from the territory of the Borrower;

(c) the term "Operating Costs" means the incremental operating costs arising
under the Project on account of maintenance of vehicles, fuel, equipment, office
supplies, utilities, consumables, travel and accommodation, auxiliary Project staff
sal aries for REA but excluding salaries of the Borrower’s civil servants; and

(d) the term"Participating Mnistries" nmeans the Borrower’s Mnistries
responsi bl e for energy, |ocal governnent, health, agriculture, education, water and
finance.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawals shall be
made in respect of:

(a) a Subl oan under Category (1) unless the Subl oan has been made in
accordance with the eligibility criteria and procedures and on the terns and
conditions set forth or referred to in the Project Inplenmentation Plan, and the
provi sions of Schedule 4 to this Agreenent;

(b) a Grant under Category (2) unless the Grant has been nmade in accordance
with the eligibility criteria and procedures and on the terns and conditions set forth
or referred to in the Project Inplementation Plan, and the provisions of Schedule 4 to
this Agreenent;

(c) (i) expenditures under Categories (2) (a) and (3) (a) (iii) until the UCC
Subsi di ary Fi nanci ng Agreement has been executed by the Borrower and UCC, and (ii)
expendi tures under Category (2) (a) until: (ii) UCC has furnished to the Association
I CT biddi ng docunents in formand substance satisfactory to the Association;

(d) expendi tures under Categories (3) (a) (ii), (3) (b), (4) (b) and (5) (b)
until the PSF Subsidiary Financing Agreenent has been executed by the Borrower and
PSF;

(e) expendi tures under Categories (1), (2) (b) (ii) and (5) (d) wuntil the



BOU Subsidiary Financing Agreement has been executed by the Borrower and BOU;

)] expenditures under Categories (2) (b) (i), (3) (a) (iv), (4) (a) 4)
(c), (5) (&), and (5) (c) until (i) REA has been duly established, (ii) REA
established an accounting and financial system satisfactory to the Assoaatlon and
(iif) the REA Subsidiary Financing Agreement has been executed by the Borrower and

REA; and
(9) payments made for expenditures prior to the date of this Agreement.
4. The Association may require withdrawals from the Credit Account to be made on

the basis of statements of expenditure for: (i) goods under contracts not exceeding

$100, 000 equi val ent each; (ii) consultants’ services under contracts not exceedi ng (A)
$100, 000 equival ent each for consulting firms, and (B) $50,000 equival ent each for

i ndi vidual consultants; and (iii) Operating Costs and training, all under such terns
and conditions as the Association shall specify by notice to the Borrower.

B. Speci al Accounts

1. (a) The Borrower shall open and namintain in dollars in a comercial bank and
on terns and conditions satisfactory to the Association, including appropriate
protection agai nst set-off, seizure and attachnent, f our separat e speci al deposit
accounts for MEMY REA, PSF, UCC and BQU respectively.

(b) The Borrower shall open and maintain in dollars for MEMD and the
Borrower’s ninistries of Finance, Agriculture, Health, Education, Water, and Local
Governnent participating in the Project, an advance account (the Advance Account) in a
commerci al bank, on terns and conditions satisfactory to the Association, including
appropriate protection against set-off, seizure and attachment. Each of the Advance
Accounts shall be used by MEMD and each of the mnistries concerned exclusively for
the carrying out of the Project.

2. After the Association has received evidence satisfactory to it that a Speci al
Account has been opened, withdrawals fromthe Credit Account of anounts to be
deposited into the said Special Account shall be nmade as foll ows:

(a) until the Association shall have received: (i) the first Project
Management Report referred to in Section 4.02 (b) of this Agreenment, and (ii) a
request fromthe Borrower for withdrawal on the basis of Project Managenent Reports,
wi t hdrawal s shall be made in accordance with the provisions of Annex Ato this
Schedul e 1; and

(b) upon recei pt by the Association of a Project Managenment Report pursuant
to Section 4.02 (b) of this Agreenent, acconpanied by a request fromthe Borrower for
wi t hdrawal on the basis of Project Managenent Reports, all further withdrawal s shall
be made in accordance with the provisions of Annex B to this Schedule 1.

3. Paynents out of each Special Account shall be nade exclusively for Eligible
Expendi tures. For each paynment made by the Borrower out of a Special Account, the
Borrower shall, at such time as the Association shall reasonably request, furnish to

the Associ ati on such docunents and ot her evidence showi ng that such paynent was nade
exclusively for Eligible Expenditures.

4. Not wi t hst andi ng the provisions of Part B.2 of this Schedul e, the Association
shall not be required to make further deposits into any Special Account:

(a) if the Association determ nes at any tine that any Project Management
Report does not adequately provide the information required pursuant to Section 4.02
of this Agreenent;

(b) if the Association determines at any tine that all further wthdrawals
shoul d be made by the Borrower directly fromthe Credit Account; or

(c) if the Borrower shall have failed to furnish to the Association within
the period of time specified in Section 4.01 (b) (ii) of this Agreenent, any of the
audit reports required to be furnished to the Association pursuant to said Section in
respect of the audit of (A) the records and accounts for any Special Account or (B)
the records and accounts reflecting expenditures with respect to which wthdrawal s
were made on the basis of Project Managenent Reports.

5. The Association shall not be required to nake further deposits into any Special
Account in accordance with the provisions of Part B.2 of this Schedule if, at any



time, the Association shall have notified the Borrower of its intention to suspend in

whole or in part the right of the Borrower to make withdrawals from the Credit Account
pursuant to Section 6.02 of the General Conditions. Upon such notification, the
Association shall determine, in its sole discretion, whether further deposits into the
Special Accounts may be made and what procedures should be followed for making such
deposits, and shall notify the Borrower of its determination.

6. (@) If the Association determines at any time that any payment out of any
Special Account was made for an expenditure which is not an Eligible Expenditure, or
was not justified by the evidence furnished to the Association, the Borrower shall,
promptly upon notice from the Association, provide such additional evidence as the
Association may request, or deposit into the said Special Account (or, if the
Association shall so request, refund to the Association) an amount equal to the amount
of such payment. Unless the Association shall otherwise agree, no further deposit by
the Association into any Special Account shall be made until the Borrower has provided
such evidence or made such deposit or refund, as the case may be.

(b) If the Association determines at any time that any amount outstanding in
any Special Account will not be required to cover payments for Eligible Expenditures
during the six-month period following such determination, the Borrower shall, promptly
upon notice from the Association, refund to the Association such outstanding amount.

(c) The Borrower may, upon notice to the Association, refund to the
Association all or any portion of the funds on deposit in a Special Account.

(d) Refunds to the Association made pursuant to sub-paragraph (a), (b) or (c)
of this paragraph 6 shall be credited to the Credit Account for subsequent withdrawal
or for cancellation in accordance with the provisions of the Development Credit
Agreement.

7. (@ The Borrower shall (in accordance with the procedures set out in the
Financial Management and Procurement Plan and subject to the submission to the
Borrower by the implementing agencies participating in the Project of their respective
annual work programs and business plans) withdraw from the Special Accounts and
deposit into each Advance Account, the respective Advance Account required for the
Eligible Expenditures of the Project.

(b) Payment out of any Advance Account shall only be made for Eligible
Expenditures.

(c) In the event that the Association, after consultation with the Borrower,
determines that any outstanding amount in any Advance Account is not required to cover
payments for Eligible Expenditures, the implementing agencies, upon notice from the
Association shall promptly refund such outstanding amount to the Special Account.

Annex A to SCHEDULE 1

Operation of Special Account
When Withdrawals Are Not Made
On the Basis of Project Management Reports

1. For the purposes of this Annex:

the term "Authorized Allocation" means: (a) in respect of the MEMD/REA Special
Account, an amount equivalent to $1,200,000 to be withdrawn from the Credit Account
and deposited into the MEMD/REA Special Account pursuant to paragraph 2 of this
Annex; provided, however, that, unless the Association shall otherwise agree, said
Authorized Allocation shall be limited to an amount equivalent to $200,000, until: (i)
the aggregate amount of withdrawals from the Credit Account of amounts allocated to
the MEMD REA Special Account’s Eligible Categories, plus the total amount of all
out st andi ng special comitnents entered into by the Association pursuant to Section
5.02 of the CGeneral Conditions in respect of anpbunts allocated to said Categories,
shall equal or exceed the equivalent of SDR 150,000, and (ii) the REA has been duly
establi shed and REA's accounting and financial systemis satisfactory to the
Associ ation; (b) in respect of the PSF Special Account, an amount equivalent to
$150, 000 to be withdrawn fromthe Credit Account and deposited into the PSF Speci al
Account pursuant to paragraph 2 of this Annex; (c) in respect of the UCC Speci al
Account, an anount equivalent to $500,000 to be withdrawmn fromthe Credit Account and
deposited into the UCC Special Account pursuant to paragraph 2 of this Annex; and (d)
in respect of the BOU Special Account, an anount equivalent to $300,000 to be
wi thdrawn fromthe Credit Account and deposited into the BOU Special Account pursuant



to paragraph 2 of this Annex.

2. Wthdrawal s of a Special Account’s Authorized Allocation and subsequent
withdrawal s to replenish the said Special Account shall be nmade as follows:

(a) For withdrawal s of the said Special Account’s Authorized Allocation, the
Borrower shall furnish to the Association a request or requests for deposit into the
sai d Special Account of an ampount or ampunts which in the aggregate do not exceed the
sai d Authorized Allocation. On the basis of each such request, the Association shall,
on behalf of the Borrower, withdraw fromthe Credit Account and deposit into the said
Speci al Account such anount as the Borrower shall have requested.

(b) For repl eni shment of the said Special Account, the Borrower shall furnish
to the Association requests for deposit into the said Special Account at such
intervals as the Association shall specify. Prior to or at the tinme of each such
request, the Borrower shall furnish to the Association the docunents and ot her
evidence required pursuant to Part B.3 of Schedule 1 to this Agreenent for the paynent
or payments in respect of which replenishnent is requested. On the basis of each such
request, the Association shall, on behalf of the Borrower, withdraw fromthe Credit
Account and deposit into the said Special Account such anmount as the Borrower shal
have requested and as shall have been shown by said docunents and ot her evidence to
have been paid out of the said Special Account for Eligible Expenditures. Each such
deposit into the said Special Account shall be withdrawn by the Association fromthe
Credit Account under one or nore of the said Special Account’s Eligible Categories.

3. The Association shall not be required to nake further deposits into a Special
Account, once the total unw thdrawn anmbunt of the Credit allocated to said Special
Account’s Eligible Categories mnus the total anobunt of all outstanding speci al
commitments entered into by the Association pursuant to Section 5.02 of the General
Conditions in respect of expenditures to be financed out of the proceeds of the Credit
allocated to said Categories, shall equal the equivalent of tw ce the ambunt of the
sai d Special Account’s Authorized Allocation. Thereafter, withdrawal fromthe Credit
Account of the remaining unwithdrawn anount of the Credit allocated to said Categories
shall follow such procedures as the Association shall specify by notice to the
Borrower. Such further withdrawal s shall be nmade only after and to the extent that
the Association shall have been satisfied that all such anpunts remaining on deposit
in the said Special Account as of the date of such notice will be utilized in naking
paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Operation of Special Account
When Wthdrawal s Are Made
On the Basis of Project Managenent Reports

1. Except as the Association may ot herw se specify by notice to the Borrower, all
withdrawals fromthe Credit Account shall be deposited by the Association into the
respective Special Account in accordance with the provisions of Schedule 1 to this
Agreement. Each such deposit into a Special Account shall be w thdrawn by the
Association fromthe Credit Account under one or nore of the said Special Account’s
El i gi bl e Categori es.

2. Each application for withdrawal fromthe Credit Account for deposit into a
Speci al Account shall be supported by a Project Managenent Report.

3. Upon recei pt of each application for withdrawal of an anount of the Credit, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit Account and

deposit into the respective Speci al Account an anopunt equal to the |esser of: (a) the
anount so requested; and (b) the ambunt which the Association has determn ned, based on
the Project Managenent Report acconpanying said application, is required to be
deposited in order to finance Eligible Expenditures during the six-nonth period
followi ng the date of such report; provided, however, that the ampunt so deposited,
when added to the ampbunt indicated by said Project Managenent Report to be remmining
in the said Special Account, shall not exceed the equival ent of $8,000, 000.

SCHEDULE 2
Description of the Project

The objectives of the Project are to assist the Borrower in: (i) putting in
pl ace a conduci ve environment and rel ated capacity for: (A) comercially oriented



service delivery of energy and information, communication technologies: and (B)
small-scale renewable power generation schemes to be carried out by eligible
enterprises; (ii) facilitating, investment in: (A) commercially oriented rural
electrification schemes, and (B) the scaled-up delivery of electricity in rural
communities; and (iii) the acceleration of: (A) rural access to basic telephone
service, and (B) the spread of Internet to district capitals and vanguard rural
institutions.

The Project consists of the following Parts, subject to such modifications
thereof as the Borrower and the Association may agree upon from time to time to
achieve such objectives:

Part A: Main Grid Related Power Distribution and Generation

The carrying out by eligible enterprises, utilizing Subloans and Grants, of
rural electrification investment schemes, including: (i) Subprojects for the supply of
power to rural areas through the construction of extensions from the main grid; and
(i) subprojects for the generation of power from small, renewable energy sources
close, or connected, to the main grid.

Part B: Independent Grid Systems

The carrying out by eligible enterprises, utilizing Subloans and Grants, of
schemes for the generation and supply of power through independent grid systems
including the use of renewable energy sources in remote settlements.

Part C: Household and Commercial Solar Photo-Voltaic System

The installation by eligible enterprises of solar photo-voltaic systems for use
by rural enterprises and in homes, including the making of Subloans and Grants to the
eligible enterprises.

Part D: Cross-Sectoral Links

1. (a) Installation and maintenance by eligible enterprises, under contract

arrangenments with the Borrower’s Mnistry of Health, of appropriate energy packages
desi gned to address energy needs in rural health facilities (including in staff
houses) in ten Districts of the Borrower.

(b) The provision of technical advisory services to assist with: (A the
carrying out of Subprojects; (B) workshops, information dissem nation and capacity
buil ding; and (C) monitoring and eval uation of the inpact of this Part D.1 of the
Project on the delivery of rural health services.

2. The provisions of technical advisory services to the Borrower’s Mnistry of
Agriculture, (Mnistry of Agriculture, Animal Production and Fisheries), for: (i)

i dentifying high-value added rural agricultural and agro-processing activities,
including activities such as fishing and dairying, where the provision of electricity
and | CT services would have significant econonic benefits, and where there woul d be
justification for providing subsidies to facilitate access to electricity and ICT
services; (ii) linking demand of consumers to potential suppliers; (iii) nonitoring
and eval uation of the inpact of this Part D.2 of the Project in nmeeting the objectives
of the Borrower’s Plan for Mdernization of Agriculture; and (iv) capacity building to
undert ake the above activities.

3. (a) The provision by eligible enterprises, under contractual arrangenents
with the Borrower’'s Mnistry of Education and Sports of energy and I CT services and
facilities for post-primary education facilities (including in staff houses) |ocated
in about ten selected Districts of the Borrower.

(b) The provision of technical advisory services for: (i) the assessnment of
energy needs in the post-primary education facilities, (ii) the devel opment of
appropri ate energy packages for post-primary education, (ili) the conduct of
wor kshops, (iv) the preparation of information packages for the Districts, and (v)
capacity building, nonitoring and evaluation of the inpact of this Part D.3 of the
Project on the delivery and inpact of post prinmary education.

4. The provision of technical advisory services to assist in the preparation of
| east cost energy solutions for water schenes in ten Districts of the Borrower,

nanely, Kotido, Mroto, Arua, Nebbi, Myo, Adjumani, Yunbe, Kabarole, Kyenjojo and
Budi bugyo, including technical advisory services for: (i) the preparation of energy
guidelines for the different types of water supply options; (ii) the devel opnent of



information packages on water energy packages to be presented at workshops and made
available to water groups and communities; and (iii) the installation of a scheme for

the monitoring and evaluation of the impact of this Part D.4 of the Project on the

delivery of rural water services.

Part E: ICT Infrastructure in the Rural Areas

1. The competitive tendering by UCC of grants for the installation, operation and

maintenance by eligible enterprises of ICT infrastructure in commercially non-viable

rural areas in the Borrower’s territory, including: (i) the provision of at |east one
public tel ephone per sub-county in all sub-counties declared to be uncovered by
national operators in July 2001; (ii) the provision of internet points of presence
together wwth a public internet access facility in at least 30 District Capitals;
(iii) the provision of a multipurpose community tel ecenter |ocated at a ‘vanguard’
institution outside of the District Headquarters in at |east seven Districts.

2. The provision of technical advisory services to support the tendering of the
sub-projects referred to in Part E. 1, including: (i) the devel opment of detail ed
technical, financial and regulatory specifications for rural service licenses; (ii)
the provision of technical advisory services of an internationally recruited advisor
or rural ICT; (iii) the provision of independent third party verification services to
certify whether or not the investnent requirenents of the rural |icenses have been
carried out by the licensed eligible enterprises; (iv) the provision of technica

advi sory services for monitoring and eval uating the quality of service provided by the
rural operators; and (v) the provision of training for, and building the capacity and
know how of, staff of UCC in the design and tendering of rural |ICT subprojects.

Part F: Energy Sector Capacity Building, Technical Assistance and Training

1. The training of staff of the Rural Electrification Agency (REA), and the

i mpl enents of the preparation of an indicative rural electrification nmaster plan; the
processi ng of subsidies for rural electrification; the devel opment of in-country
expertise for rural electrification; and the nonitoring and eval uati on of the progress
of rural electrification.

2. (a) The carrying out through MEMD, utilizing technical advisory services, of:
(i) pilot schemes for efficient and cl ean bi onass usage by househol ds and small firnms;
(ii) pilot activities for biomass gasification; and (iii) renewable energy, capacity
assessnment, renewabl e energy and devel opnment of a capacity building, resource
informati on system

(b) The provision through MEMY REA of grants to eligible enterprises for the
carrying out of the said pilot schemes and activities under section 2 (a) (ii).

3. The monitoring and eval uation by the Borrower’s Mnistry of Finance, Planning
and Econoni c Devel opnent of the inpact of the Project on poverty reduct i on.

4. The provision by the Borrower’s Mnistry of Local Governnent of facilitation and
support for dissem nation and pronotion of rural electrification policies.

Part G Busi ness Devel opnment Services and Credit Support Facility

1. The provision through the Private Sector Foundation of support to Eligible

Enterprises, financial institutions, technical institutions and other agencies and
entities participating in the carrying out of the Project, including: (i) the

provi sion of technical advisory services to the eligible enterprises, and said
institutions, agencies and entities for the strengthening of: (A) their business

devel oprment capacities, and (B) rural enterprise devel opnent services required for the
Project; and (ii) the making of grants to eligible enterprises for the preparation out
of Subproj ects.

2. (a) The making through BOU under Participating Agreenents with PFls of
Subl oans to eligible enterprises for the carrying out of rural electrification
activities and schenes.

(b) The provision of a credit support facility to support and facilitate the
maeki ng by PFls of Subloans to eligible enterprises carrying out Subprojects.

* * %

The Project is expected to be conpleted by February 28, 2006.



SCHEDULE 3

Procurenent and Consultants’ Services

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

Section | of the "Guidelines for Procurenment under |BRD Loans and I DA Credits”

publ i shed by the Bank in January 1995 and revised in January and August 1996,

Sept ember 1997 and January 1999 (the Cuidelines) and the provisions of the foll ow ng
Parts of this Section I.

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

Part B: I nternational Conpetitive Bidding

1. (a) Except as otherwi se provided in Part C of this Section, goods and works
to be procured by the Borrower or any agency of the Borrower which is not in the
private sector shall be procured under contracts awarded in accordance with the
provi sions of Section Il of the Guidelines and paragraph 5 of Appendix 1 thereto.

(b) Except as otherwise provided in Part C. 5 of this Section, procurenent by
an eligible entity in the private sector shall be carried out under contracts awarded
in accordance with the provisions of Section Il of the Cuidelines and paragraph 5 of
Appendi x 1 thereto.

2. The followi ng provisions shall apply to goods and works to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of this Part B.

(a) Prequalification

Bi dders for works shall be prequalified in accordance with the provisions of
paragraphs 2.9 and 2.10 of the Guidelines.

(b) G oupi ng of contracts

To the extent practicable, and wi thout prejudice to the provisions of Part C. 1,
B.3 and C. 5 contracts for goods shall be grouped in bid packages estimted to cost
$100, 000 equi val ent or nore each.

(c) Preference for donestically manufactured goods and donestic contractors

The provisions of paragraphs 2.54 and 2.55 of the CGuidelines and Appendi x 2
thereto shall apply to goods manufactured in the territory of the Borrower and works
to be carried out by domestic contractors.

(d) Noti fication and Adverti sing

The invitation to prequalify or bid for each contract estimted to cost $100, 000
equi val ent or nore shall be advertised in accordance with the procedures applicable to
| arge contracts under paragraph 2.8 of the Guidelines.

3. In the case of conpetitively tendered grants including: (a) those to be

admi ni stered by UCC for |ICT services; and (b) those to be adm nistered by the REA for
electricity services. The procedures described in Section 3, Paragraph 3.13 (a) of
the Guidelines shall apply.

Part C O her Procurenent Procedures
1. Limted International Bidding

Goods and works whi ch the Associ ation agrees can only be purchased froma
limted nunber of suppliers, regardless of the cost thereof, may be procured under
contracts awarded in accordance with the provisions of paragraph 3.2 of the
GQui del i nes.

2. Nati onal Conpetitive Bidding



Goods estimated to cost less than $100,000 equivalent per contract, up to an
aggregate amount not to exceed $500,000 equivalent, may be procured under contracts
awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

3. International or National Shopping

Goods estimated to cost less than $30,000 equivalent per contract, up to an
aggregate amount not to exceed $600,000 equivalent, may be procured in accordance with
the provisions of paragraphs 3.5 and 3.6 of the Guidelines under contracts awarded on
the basis of: (i) national shopping procedures, if available locally; or (ii)
international shopping procedures, if not available locally.

4. Procurement from UN Agencies

Goods estimated to cost less than $50,000 equivalent per contract, up to an
aggregate amount not to exceed $200,000 equivalent may be procured from IAPSO in
accordance with the provisions of paragraph 3.9 of the Guidelines.

5. Commercial Practices

Goods and works required for the carrying out of Subprojects by eligible
enterprises may be procured in accordance with established commercial practices
satisfactory to the Association with respect to: (i) goods estimated to cost less than
$2,000,000 equivalent; (ii) works estimated to cost less than $3,000,000 equivalent;
and (iii) turnkey supply and installation contracts estimated to cost less than
$5,000,000 equivalent.

Part D: Review by the Association of Procurement Decisions
1. Procurement Planning

Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurement plan for 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 Guidelines. Procurement of all goods and works shall
be undertaken in accordance with such procurement plan as shall have been approved by
the Association, and with the provisions of said paragraph 1.

2. Prior Review

(@) With respect to each contract for goods estimated to cost the equivalent
of $100,000 or more procured by the Borrower or an agency of the Borrower operating in
the public sector, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Guidelines shall apply.

(b) With respect to each contract to be executed by an eligible enterprise in
the private sector for: (i) the supply and installation of equipment and plant
estimated to cost the equivalent of $5,000,000 or more; (ii) works estimated to cost
$3,000,000 equivalent or more; and (iii) goods estimated to cost $2,000,000 equivalent
or more, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Guidelines shall apply.

3. Post Review

With 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 Il.  Employment of Consultants
Part A: General
1 Consul tants’ services shall be procured in accordance with (a) the provisions of

the Introduction and Section IV of the "Guidelines: 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. I n paragraph 1.10 of the Consultant Guidelines, the references to "Bank nember
countries" and "nenmber country" shall be deened to be references, respectively, to
"Participating Countries" and "Participating Country".



Part B: Quality- and Cost-based Selection

1. 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 Guidelines, 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.

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the precedi ng paragraph.
The short list of consultants for services estimated to cost |ess than $100, 000

equi val ent per contract, may conprise entirely national consultants in accordance with
the provisions of paragraph 2.7 of the Consultant Guidelines.

Part C: O her Procedures for the Sel ection of Consultants
1. Least-cost Sel ection

Services of a routine nature and services involving established practices and
standards (including financial audit services) estimated to cost |ess than $100, 000
equi val ent per contract up to an aggregate anobunt not to exceed $200, 000 equi val ent
may be procured under contracts awarded in accordance with the provisions of
paragraphs 3.1 and 3.6 of the Consultant Cuidelines.

2. Sel ection Based on Consultants’ Qualifications

Services of consulting firnms estimated to cost |ess than $100, 000 equi val ent per
contract up to an aggregate anobunt not to exceed $1, 100, 000 equi val ent may be procured
under contracts awarded in accordance with the provisions of paragraphs 3.1 and 3.7 of
the Consul tant Guideli nes.

3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in paragraph 5. 1 of the
Consul t ant CGui del i nes shall be procured under contracts awarded to individual
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

4. Si ngl e Source Sel ection

In exceptional cases services may, with the Association's prior agreement, be
procured in accordance with the provisions of paragraphs 3.8 through 3.11 of the
Consul tant Cui del i nes.

5. Commercial Practices

Services to assist in the carrying out of Subprojects estimted to cost |ess
than $100, 000 equi val ent may be procured in accordance with commerci al practices
acceptable to the Association.

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
pl an 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 Cuidelines. 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 enpl oynent by the Borrower of
consulting firns estinmated 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 Consultant Guidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of i ndividual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terns of reference and terns of enploynent 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 Review

With 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 shall

apply.
SCHEDULE 4
Implementation Program
Part A: Project Implementation

1. (a) The Borrower shall prepare and furnish to the Association a Project
Implementation Plan in a form and substance satisfactory to the Association. The said
Plan shall be subject to modification by agreement between the Borrower and the
Association.

(b) The Project Implementation Plan shall set out details of all procedures,
guidelines, timetables and criteria required for the Project (including details of the
eligibility criteria to be followed by eligible enterprises applying for Grants, the
related procurement procedures and plans and an assessment of local counterpart
funding requirements).

(c) The Borrower shall carry out the Project in accordance with the Project
Implementation Plan and, except as the Borrower and the Association shall otherwise
agree, the Borrower shall not amend or waive any provision of the Project
Implementation Plan, if in the opinion of the Association, such amendment or waiver
may materially and adversely affect the carrying out of the Project or the achievement
of the objectives thereof.

2. The Borrower shall prepare and furnish to the Association a Financial Management
and Procurement Plan in form and substance satisfactory to the Association.

Part B: Grants and Subloans

3. (@) The Borrower shall ensure that, except as the Association shall otherwise

agree, Subprojects shall be promoted, |dent|f|ed appraised, approved, carried out and
monitored in accordance with the procedures and other provisions set forth or referred
to in the Project Implementation Plan and the ESMF.

(b) Enterprises applying for any Grants or Subloans provided under the
Project shall meet relevant criteria set out in the Project Implementation Plan and
ESMF with respect to the making of (i) Grants under Parts A, B, or C of the Project
and (ii) Subloans through the credit support facility under Part G.2 of the Project..

4. The Borrower shall enter into agreements satisfactory to the Association as a
condition for the making of Grants and Subloans for Subprojects. The terms and
conditions of each Grant Agreement shall inter alia:

@ require that the eligible enterprise (i) carries out the Subproject with
due diligence and efficiency and in accordance with sound technical, financial,
environmental and managerial standards; and (ii) maintains adequate records to
reflect, in accordance with sound accounting practices, the operations, resources and
expenditures relating to the Subproject;

(b) require that the goods, works and services to be financed from the
proceeds of the Grant shall: (i) be procured in accordance with procedures ensuring
efficiency and economy and in accordance with the provisions of Schedule 3 to this
Agreement; and (ii) be used exclusively in the carrying out of the Subproject or
Subprojects; and

(c) reserve for the Borrower the right to:

0] inspect by itself, or jointly with the Association, if the

Association shall so request, the goods, works, sites, plants and
construction included in the Subproject or Subprojects, the
operations thereof and any relevant records and documents;

(i)  obtain all information as the Borrower or the Association shall
reasonably request regarding the administration, operation and



financial conditions of the eligible enterprise; and

(iif) suspend or terminate the right of the eligible enterprise to use
the proceeds of the Grant upon the failure by the eligible
enterprise to perform any of its obligations under the Grant
Agreement.

5. The Borrower shall no later than ninety days after the Effective Date establish
a unit, or make other appropriate arrangements, satisfactory to the Association which
shall be responsible for ensuring that the proceeds of Grants or the Subloans are used
exclusively for purposes of the Project.

Part C: Monitoring, Evaluation, Reporting and Annual Work Programs
6. The Borrower shall:
@ maintain policies and procedures adequate to enable it to monitor and

evaluate on an ongoing basis, in accordance with the indicators set forth in Schedule
5 to this Agreement the carrying out of the Project; and the achievement of the
objectives thereof;

(b) prepare, under terms of reference satisfactory to the Association, and
furnish to the Association, on or about March 31, June 30, September 30 and December
31, a quarterly report integrating the results of the monitoring and evaluation
activities performed 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 the measures recommended to ensure the efficient carrying out
of the Project and the achievement of the objectives thereof during the period
following such date;

(c) carry out, jointly with the Association, not later than June 30, 2004, a
midterm review, of the Project, which shall cover salient aspects of the Project,
including: (i) progress nade in nmeeting the Project’s objectives; (ii) overall Project
performance as measured agai nst the said Performance Indicators; (iii) the quality of
the advisory services provided for the Project; and (iv) a study, to be financed by
the Association, to assess the workings of the REF, RE Board, and REA and recomend
requi red changes, including the possible need for a revised |l egal basis for the RE
Board and REA, to enhance the effectiveness of their operations;

(d) not later than four weeks prior to the reviewreferred to in (c) above,
furnish to the Association a report, in such detail as the Association shall
reasonably request, including an evaluation of the progress achieved in Project
i mpl ementati on; and

(e) not later than 60 days after the Mdterm Review (i) prepare an action
pl an, acceptable to the Association, for further inplenmentation of the Project having
regard to the findings of the Mdterm Review and, thereafter, carry out such action
program and (ii) prepare a performance indicator suitable with the Association
related to the | egal basis of the RE Board and REA

7. The Borrower (a) shall by June 1, 2002, take all neasures necessary to adopt and
i mpl ement policies and procedures, satisfactory to the Association, with respect to
the operations of the RE Board, REF, and REA; and (b) shall not anend or waive any
provi sion of such policies and procedures, if in the opinion of the Association, such
anendnent or waiver may materially and adversely affect the carrying out of the

Proj ect or the achievenment of the objectives thereof.

SCHEDULE 5
Per f ormance I ndicators
The perfornmance indicators for the Project shall include the follow ng, said

i ndi cators being subject to nodifications by agreenent between the Borrower and the
Associ ation:

1. Est abli shnment of a regulatory systemfor rural electrification, satisfactory
wor ki ng of RE Board, REA and REF.

2. A wor kabl e financial internediation mechanismfor rural electrificationis in
pl ace.

3. Satisfactory functioning of two i ndependent grid rural electrification



operations has been achieved.

4. Satisfactory functioning of 80 percent of the energy systems provided to
agriculture-linked users, health clinics, schools, and water facilities has been
achieved.

5. 15 MW of renewable energy power generation facilities constructed or
under-construction.

6. 320,000 cumulative Watt-peak sales of solar pv systems to households and
institutions has been achieved.

7. Solar home system price reduction of 30% from June 2000 baseline has been
achieved (i.e., end-Phase | price of about $14/Wp compared to about $20/Wp in June
2000).

8. Finalization and implementation of first phase of long-term renewable energy
capacity building strategy and action plan, including financing of recurrent costs of
renewable energy projects and institutional arrangements has been achieved.

9. Phase | coverage objectives for rural telephony, internet points of presence and
rural telecenters has been satisfactorily achieved.

10. Collection of at least 80% of the telecommunications universal service levy
revenues that are billable by the end of Phase | has been achieved.



