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TRUST FUND GRANT NUMBER 029712
JAPANESE GRANT AGREEMENT

AGREEMENT, dated February 24, 1997, between THE HASHEMITE KINGDOM OF JORDAN
(the Recipient) and the INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (the
Bank) acting as Administrator (the Administrator) of grant funds provided by JAPAN
(Japan).

WHEREAS (A) pursuant to a letter agreement dated July 30, 1990 between Japan and
the Bank and International Development Association (the Association), Japan has
requested the Bank and the Association, and the Bank and the Association have agreed,
to administer grant funds to be made available by Japan for the financing of certain
programs and projects supported by the Bank and the Association, as the case may be,
in accordance with the provisions of such letter agreement;

WHEREAS (B) Japan has agreed to make available to the Recipient a grant out of
said grant funds (the Grant) to finance the cost of carrying out the technical
assistance described in Schedule 2 to this Agreement (the Technical Assistance) on the
terms and conditions hereinafter set forth;
NOW THEREFORE the parties hereto hereby agree as follows:
ARTICLE |
General Conditions; Definitions

Section 1.01. (a) The following provisions of the General Conditions Applicable



to Loan and Guarantee Agreements of the Bank, dated January 1, 1985, with the
modifications set forth in paragraph (b) of this Section (the General Conditions)
constitute an integral part of this Agreement:

0] Article I,

(i)  Sections 2.01 (1), (2), (3), (4), (6), (8), (9), (10), (11), (18)
and (20), 2.02 and 2.03;

(i) Section 3.01;
(iv)  Section 4.01 and the first sentence of Section 4.09;
(v) Article V;

(vi)  Sections 6.01, 6.02 (a), (c), (d), (e), (f), (i) and (k), 6.03,
6.04 and 6.06;

(vii) Section 8.01 (b);
(viil)Sections 9.01 (a) and (c), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09;
(ix)  Sections 10.01, 10.03 and 10.04; and
(x) Article XI.
(b) The General Conditions shall be modified as follows:

() the term "Bank," wherever used in the General Conditions, other
than in Sections 2.01 (8) and 6.02 (f) thereof and the last use of
such term in Section 5.01 thereof, means the International Bank
for Reconstruction and Development acting as Administrator of the

Grant pursuant to the letter agreement between Japan and the Bank

and the Association referred to in Recital (A) of this Agreement,
except that in Section 6.02, the term "Bank" shall also include
the International Bank for Reconstruction and Development acting
in its own capacity;

(i)  the term "Borrower," wherever used in the General Conditions,
means the Recipient;

(i) the term "Loan Agreement,” wherever used in the General
Conditions, means this Agreement;

(iv)  the term "Loan," wherever used in the General Conditions, means
the Grant;

(v) the term "Loan Account,” wherever used in the General Conditions,
means the Grant Account, an account opened by the Administrator on
its books in the name of the Recipient to which the amount of the

Grant is credited; and

(vi)  the term "Project," wherever used in the General Conditions, means
the technical assistance described in Schedule 2 to this
Agreement.

Section 1.02. Wherever used in this Agreement, unless the context otherwise
requires, the several terms defined in the General Conditions and in the Recitals to
this Agreement have the respective meanings therein set forth; and the following
additional terms have the following meanings: (a) "U.S. Dollars" and $ mean the
currency of the United States of Anerica ; (b) "HUDC' neans the Recipient’s Housing
and Urban Devel opment Corporation, established and operating pursuant to Law No. 28
dated April 1992; and (c) "JMRC' neans the Recipient’s Jordan Mortgage Refinancing
Conpany, a financial institution established and operating pursuant to the Conpanies
Law No. 1 of 1989.

ARTI CLE ||
The G ant

Section 2.01. The Administrator agrees to make available to the Recipient, on
the terms and conditions set forth or referred to in this Agreement, the Grant in an



amount of three hundred twenty-eight thousand two hundred fifty U.S. Dollars
($328,250).

Section 2.02. (a) The amount of the Grant may be withdrawn from the Grant
Account in accordance with the provisions of Schedule 1 to this Agreement, as such
Schedule may be amended from time to time by agreement between the Recipient and the
Administrator, for expenditures made (or, if the Administrator shall so agree, to be
made) in respect of the reasonable cost of carrying out the Project and to be financed
out of the Grant.

(b) The Recipient shall, for the purposes of the Project, open and maintain in
U.S. Dollars a special deposit account in its Central Bank on terms and conditions
satisfactory to the Administrator. Deposits into, and payments out of, the Special
Account shall be made in accordance with the provisions of Schedule 4 to this
Agreement.

Section 2.03. The Closing Date shall be December 31, 1997 or such later date as
the Administrator shall establish. The Administrator shall promptly notify the
Recipient of such later date.

ARTICLE IlI
Execution of the Project

Section 3.01. (a) The Recipient shall carry out Part A of the Project through
JMRC,; Part B of the Project through HUDC, and Part C of the Project through the
Ministry of Planning, all with due diligence and efficiency and in conformity with
appropriate administrative, managerial and economic practices, and shall provide,
promptly as needed, the funds, facilities, services and other resources required for
the Project.

Section 3.02. Except as the Administrator shall otherwise agree, procurement of
the consultants’ services required for the Project and to be financed out of the Grant
shall be governed by the provisions of Schedule 4 to this Agreement.

Section 3.03. (a) The Recipient 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 departments or
agencies of the Recipient responsible for carrying out the Project or any part
thereof.

(b) The Recipient shall:

(@) have the records and accounts referred to in paragraph (a) of this
Section for each fiscal year audited, in accordance with
appropriate auditing principles consistently applied, by
independent auditors acceptable to the Administrator;

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

(i) furnish to the Administrator such other information concerning
said records and accounts and the audit thereof as the
Administrator shall from time to time reasonably request.

(c) For all expenditures with respect to which withdrawals from the Grant
Account were made on the basis of statements of expenditure, the
Recipient shall:

(@) maintain or cause to be maintained, in accordance with paragraph
(a) of this Section, records and accounts reflecting such
expenditures;

(i)  retain, until at least one year after the Administrator has
received the audit report for the fiscal year in which the last
withdrawal from the Grant Account was made, all records
(contracts, orders, invoices, bills, receipts and other documents)
evidencing such expenditures;

(i) enable the Administrator's representatives to examine 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 statements of expenditure submitted during such

fiscal year, together with the procedures and internal controls
involved in their preparation, can be relied upon to support the
related withdrawals.

Section 3.04. For the purposes of Section 9.08 of the General Conditions and
without limitation thereto, the Recipient shall:

(a prepare, on the basis of guidelines acceptable to the Administrator, and
furnish to the Administrator not later than six (6) months after the Closing Date or
such later date as may be agreed for this purpose between the Recipient and the
Administrator, a plan for the future operation of the Project; and

(b) afford the Administrator a reasonable opportunity to exchange views with
the Recipient on said plan.

ARTICLE IV
Effectiveness; Termination

Section 4.01. This Agreement shall become effective upon its execution by the
parties hereto.

Section 4.02. This Agreement shall continue in effect until the Grant has been
fully disbursed and the parties to this Agreement have fulfilled all their obligations
hereunder.

ARTICLE V
Representation

Section 5.01. The Minister of Planning of the Recipient is designated as
representative of the Recipient for the purposes of Section 11.03 of the General
Conditions.

Section 5.02. The following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Recipient:

Minister of Planning

Ministry of Planning

P. O. Box 555

Amman

The Hashemite Kingdom of Jordan

Cable address: Telex:
MINISTRY OF PLANNING 2131920
Amman

For the Administrator:

International Bank for
Reconstruction and Development

1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
INTBAFRAD 248423 (RCA) or
Washington, D.C. 64145 (WUI)

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreement to be signed in their respective hames as



of the day and year first above written.

THE HASHEMITE KINGDOM OF JORDAN

By /s/ Rima Khalaf Hunaidi
Authorized Representative

INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT
as Administrator of the Grant

By /s/ Inder K. Sud
Acting Regional Vice President
Middle East and North Africa
SCHEDULE 1
Withdrawal of the Grant
1. The table below sets forth the Categories of items to be financed out of the
Grant, the allocation of the amount of the Grant to each Category and the percentage
of expendltures for items so to be financed in each Category:

Amount of the

Grant Allocated % of
(Expressed in Expenditures
Category Dollar Equivalent) to be Financed
Q) Consul tant s’ 190, 000 100% of foreign
servi ces under expendi tures and
Part A of the Project 90% of | ocal
expendi t ures
(2) Consul t ant s’ 100, 000 100% of foreign
servi ces under expendi tures and
Part B of the Project 90% of | ocal
expendi tures
(3) Consul tant s’ 35, 000 100% of foreign
servi ces under expendi tures and
Part C of the Project 90% of | ocal
expendi tures
(4) Unal | ocat ed 3,250
TOTAL 328, 250
2. For the purposes of this Schedul e:
(a) the term"foreign expenditures" means expenditures in the currency of any

country other than that of the Recipient for goods or services supplied fromthe
territory of any country other than that of the Recipient; and

(b the term"local expenditures" neans expenditures in the currency of the
Reci pient or for goods or services supplied fromthe territory of the Recipient.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of paynents nade for expenditures prior to the date of this Agreenent.

4. The Administrator may require withdrawals fromthe Gant Account to be made on
the basis of statements of expenditure under contracts for consulting firms not
exceedi ng $ 100,000 and for individual consultants not exceeding $ 50,000 equival ent,
under such terns and conditions as the Administrator shall specify by notice to the



Recipient.
SCHEDULE 2
Description of Technical Assistance

The objective of the Technical Assistance is to assist the Recipient to prepare
the Second Housing Finance and Urban Sector Reform Project.

Background

The Recipient for many years has pursued policies and strategies emphasizing
public sector responsibility for meeting the housing needs of low and moderate income
households. In the real sector, government housing agencies were established to
develop and service land and housing. Their sustainability depended on preferential
tax, fee and legal treatments, and priority access to government land, property rights
and subsidized financing. The Recipient now intends to shift responsibility to the
private sector for developing land and housing for lower income households, and to
implement measures to mobilize longer-term, market-based financing for mortgage
lending. To help address the special housing needs of disadvantaged groups, the
Government also intends to develop well-targeted and transparent subsidy schemes.
Technical Assistance

The Technical Assistance consists of the following parts, subject to such
modifications thereof as the Recipient and the Administrator may agree upon from time
to time to achieve the objective of the Technical Assistance:

Part A JIMRC

Strengthening and deepening the operations of JIMRC by: (a) training staff
operating the JMRC and other concerned officials in mortgage market operations,
particularly through twinning arrangements with established secondary mortgage
institutions in other countries; and (b) developing and implementing operating
procedures, information systems and other tools for enhancing operational efficiency,
for monitoring and surveying real estate and financial markets, and for improving
development impact information and indicators. In particular, assistance would be
provided to help the JMRC to further develop its business plan, operating policies and
procedures, and marketing strategy to help ensure successful operations, and also to
design information systems and conduct surveys. Such assistance may also be sought
from established secondary mortgage market institutions in other countries.

Part B HUDC

1. Preparation of a restructuring program to change the role and mandate of the
HUDC from that of a public sector producer of serviced land to that of a facilitator

and promoter of private sector development of land and housing for low and moderate
income households. In particular, measures would be formulated to strengthen the new
role and mandate of the HUDC to: (a) promote private sector development of land and
housing for low and moderate income households; (b) formulate urban land management
policy; (c) monitor urban land and housing markets; and (d) implement urban upgrading
and renovation activities. The accounting system of the HUDC would be reoriented in
accordance with its new mandate.

2. The objectives of proposed changes in land policy would be clarified and the
extent to which desirable goals are achievable would be assessed. The formulation of
a sound and consistent land policy would require: (a) assessing the scale of the
various issues and prioritizing them; (b) taking stock and drawing lessons from past
experience; and (c) identifying and articulating the implications of various policy
instruments related to land use, land development, land registration and overall
functioning of land markets.

3. Identifying and analyzing the following sector policy and regulations issues

that impinge upon urban productivity: (a) analyzing existing institutional

coordination among all agencies of the Recipient dealing with urban planning and
powers of the municipalities and governorates in urban land planning and management:
(b) auditing regulations and legislation pertaining to land and building matters with

a view to simplifying and streamlining regulatory processes and procedures for land

and housing sector development such as permits for building and land development; and
(c) preparing an appropriate action plan documented with the associated terms of
reference to improve the efficiency of the overall urban land management system. Tools
for observing existing development patterns and monitoring housing and land markets
would also be established.



Part C Ministry of Planning

The Recipient plans to supplement the reform program with additional measures to
address the special needs of disadvantaged groups, and is considering separately what
new mechanisms to utilize to bring its budget resources to bear to help meet the needs
of these special segnents of the population. Another strand of the Recipient’s
housi ng sector policy therefore involves the reformof its housing subsidy schenes.
Appropriate subsidy schenes for the Recipient’s di sadvantaged groups woul d be
anal yzed, such as the use of rental vouchers, purchase vouchers, saving incentives and
sites and services urban upgradi ng prograns. Alternate nechani sns woul d be eval uated
interns of their ability to reveal preferences in the market, opportunity costs of
resources, and the nost effective nodes of production

SCHEDULE 4
Consul tants' Services
Enpl oynent of Consultants

1. Consul tants' services shall be procured under contracts awarded in accordance
with the provisions of the "Guidelines for the Use of Consultants by Wrld Bank
Borrowers and by The Worl d Bank as Executing Agency" published by the Bank in August
1981 (the Consultant Cuidelines). For conplex, time-based assignnents, such contracts
shall be based on the standard form of contract for consultants' services issued by
the Bank, with such nodifications thereto as shall have been agreed by the Bank. Were
no rel evant standard contract docunments have been issued by the Bank, other standard
forns acceptable to the Bank shall be used

2. Not wi t hst andi ng the provisions of paragraph 1 of this Section, the provisions of
the Consultant Guidelines requiring prior Bank review or approval of budgets, short
lists, selection procedures, letters of invitation, proposals, evaluation reports and
contracts, shall not apply to (a) contracts for the enploynent of consulting firms
estimated to cost less than $ 100,000 equival ent each or (b) contracts for the

enpl oynent of individual consultants estimated to cost |less than $ 50,000 equival ent
each. However, said exceptions to prior Bank review shall not apply to (a) the terns
of reference for such contracts, (b) single-source selection of consulting firnms, (c)
assignments of a critical nature, as reasonably determi ned by the Bank, (d) anendments
to contracts for the enployment of consulting firns raising the contract value to $
100, 000 equi val ent or above, or (e) anmendnents to contracts for the enpl oynment of

i ndi vidual consultants raising the contract value to $ 50,000 equival ent or above.

SCHEDULE 5
Speci al Account
1. For the purposes of this Schedul e:

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

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods and services required for the Project and to be financed out
of the ampbunt of the Grant allocated fromtime to tinme to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term "Authorized Al location" neans an amount equivalent to
$ 200,000 to be withdrawn fromthe Grant Account and deposited into the Specia
Account pursuant to paragraph 3 (a) of this Schedul e

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 received 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 in the Specia



Account such amount or amounts as the Recipient shall have requested.

(b) 0] For replenishment of the Special Account, the Recipient shall
furnish to the Administrator requests for deposits into the
Special Account at such intervals as the Administrator shall
specify.

(i)  Prior to or at the time of each such request, the Recipient shall
furnish to the Administrator the documents and other evidence
required pursuant to paragraph 4 of this Schedule for the payment
or payments in respect of which replenishment is requested. On the
basis of each such request, the Administrator shall, on behalf of
the Recipient, withdraw from the Grant Account and deposit into
the Special Account such amount as the Recipient shall have
requested and as shall have been shown by said documents and other
evidence to have been paid out of the Special Account for eligible
expenditures. All such deposits shall be withdrawn by the
Administrator from the Grant Account under the respective eligible
Categories, and in the respective equivalent amounts, as shall
have been justified by said documents and other evidence.

4, For each payment made by the Recipient out of the Special Account, the Recipient
shall, at such time as the Administrator shall reasonably request, furnish to the
Administrator such documents and other evidence showing that such payment was made
exclusively for eligible expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the
Administrator shall not be required to make further deposits into the Special Account:

€)) if, at any time, the Administrator shall have determined that all further
withdrawals should be made by the Recipient directly from the Grant Account in
accordance with the provisions of Article V of the General Conditions and paragraph
(a) of Section 2.02 of this Agreement;

(b) if the Recipient shall have failed to furnish to the Administrator within
the period of time specified in Section 3.03 (b) (ii) of this Agreement, any of the
audit reports required to be furnished to the Administrator pursuant to said Section
in respect of the audit of the records and accounts for the Special Account;

(c) if, at any time, the Administrator shall have notified the Recipient of
its intention to suspend in whole or in part the right of the Recipient to make
withdrawals from the Grant Account pursuant to the provisions of Section 6.02 of the
General Conditions; or

(d) once the total unwithdrawn amount of the Grant allocated to the eligible
Categories, minus the total amount of all outstanding special commitments entered into
by the Administrator pursuant to Section 5.02 of the General Conditions with respect
to, shall equal the equivalent of twice the amount of the Authorized Allocation.

Thereafter, withdrawal from the Loan Account of the remaining unwithdrawn amount of
the Grant allocated to the eligible Categories shall follow such procedures as the
Administrator shall specify by notice to the Recipient. Such further withdrawals shall

be made only after and to the extent that the Administrator shall have been satisfied
that all such amounts remaining on deposit in the Special Account as of the date of
such notice will be utilized in making payments for eligible expenditures.

6. (€))] If the Administrator shall have determined at any time that any payment
out of the Special Account: (i) was made for an expenditure or in an amount not

eligible pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the

evidence furnished to the Administrator, the Recipient shall, promptly upon notice

from the Administrator: (A) provide such additional evidence as the Administrator may

request; or (B) deposit into the Special Account (or, if the Administrator shall so

request, refund to the Administrator) an amount equal to the amount of such payment or

the portion thereof not so eligible or justified. Unless the Administrator shall

otherwise agree, no further deposit by the Administrator into the Special Account

shall be made until the Recipient has provided such evidence or made such deposit or

refund, as the case may be.

(b) If the Administrator shall have determined at any time that any amount
outstanding in the Special Account will not be required to cover further payments for
eligible expenditures, the Recipient shall, promptly upon notice from the
Administrator, refund to the Administrator such outstanding amount.



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

(d) Refunds to the Administrator made pursuant to paragraphs 6 (a), (b) and
(c) of this Schedule shall be credited to the Grant Account for subsequent withdrawal
or for cancellation in accordance with the relevant provisions of this Agreement,
including the General Conditions.



