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May 26, 1999

H E. Marat Sultanov

M ni ster of Finance

Er ki ndi k Boul evard, 58
Bi shkek 720874

Kyrgyz Republic

Re: Swi ss Grant Agreement for Social Sector Adjustment Credit
Grant Number TF021297

Your Excel |l ency:

I amwiting on behalf of the International Devel opnent Association (the
Association) to indicate the Association’s agreenent, as adnministrator of grant funds
provi ded by Switzerland, to nake a grant in an anmount not exceeding two hundred fifty
t housand Swi ss Francs (CHF 250,000) (the Gant) to the Kyrgyz Republic (the
Reci pi ent).

The Grant is nmade in response to the Recipient’s request for financial
assi stance and for the purposes and on the terns and conditions set forth in the Annex
to this Letter Agreement. The Recipient represents, by confirmng its agreenent bel ow,
that it is authorized to contract and withdraw the Grant for the said purposes and on
the said ternms and conditions.

Pl ease confirmyour agreenent with the foregoing, on behalf of the Recipient, by
signing, dating, and returning to us the enclosed copy of this Letter Agreenment. Upon
recei pt by the Association of the copy of this Letter Agreenent countersigned by you,
this Letter Agreenent will becone effective as of the date of the countersignature.
Very truly yours,
| NTERNATI ONAL DEVELOPNMENT ASSOCI ATl ON
By /s/ Nancy J. Cooke
Acting Country Director
Kazakhst an, Kyrgyz Republic and

Tur kneni stan Country Unit
Europe and Central Asia Region

ACREED:

KYRGYZ REPUBLI C

By /s/ Marat Sultanov
Date: July 2, 1999
ANNEX

Pur poses, Terns, and Conditions of the G ant

1. Purposes and Activities

1.1. The purpose of the Grant is to support the Recipient’s devel opnment agenda in
strengt hening public finance, reform ng pension systems, deepening and diversifying
sources of growth, particularly in the rural areas, and reduci ng poverty.

1.2 The activities (the Activities) for which the G ant is given are as foll ows:
provi sion of technical assistance to inprove the efficiency of social protection
systens, through institutional devel opnent activities ained at strengthening the
agenci es charged with benefit admi nistration.

2. I mpl ement ati on Generally



2. 1. The Recipient shall: (a) carry out the Activities with due diligence and
efficiency; (b) pronptly provide the funds, facilities, services and other resources
required for that purpose; (c) furnish all information covering the Activities and the
use of the proceeds of the Grant as the Association shall reasonably request; (d) from
time to tinme exchange views with the Association's representatives on the progress and
results of the Activities; and (e) take all necessary neasures required to enable the
Association to visit the territory of the Kyrgyz Republic for purposes related to the
Gant. Wthout linitation on the foregoing, the Recipient shall, if the Association
shall so request, prepare and furnish to the Association pronptly upon conpl etion of
the Activities a report, in formand substance satisfactory to the Association, on the
results and inpact of the Activities.

3. Procur enent

3. 1. Except as the Association shall otherw se agree, procurenent of the consultants’
services required for the carrying out of the Activities and to be financed out of the
proceeds of the Grant shall be governed by the provisions of Attachnent | to this
Annex.

4. Wt hdrawal of Grant Proceeds

4. 1. The anobunt of the Grant shall be credited to an account opened by the
Association on its books in the name of the Recipient (the Gant Account), and may be
wi t hdrawn therefrom by the Recipient, in accordance with the provisions of this
Section 4, for expenditures in respect of the reasonable cost of services required for
the Activities and to be financed out of the proceeds of the Gant.

4. 2. The expenditures for the following itens may be financed out of the proceeds of
the Grant and shall be used exclusively in the carrying out of the Activities:

Anobunt of the G ant % of Expendi tures

Item Allocated (in Swiss Francs) to be Financed
Consul tants' services 250, 000 100%
TOTAL 250, 000

4. 3. Not wi t hst andi ng the provisions of paragraph 4.2 above: (a) no withdrawal s shall
be nade: (i) for paynents nade for expenditures prior to the date of signature of this
Letter Agreement by the Association; (ii) on account of paynents for any taxes |evied
by or inthe territory of the Recipient; (iii) on account of expenditures in the
territories of any country which is not a nmenber of the International Bank for
Reconstruction and Devel opnent or for services supplied fromsuch territories; (iv)
for the purpose of any paynent to persons or entities if such paynent, to the

Associ ation’s know edge, Is prohibited by a decision of the United Nations Security
Counci| taken under Chapter VII of the Charter of the United Nations; or (v) after
Decenber 31, 2000 or such later date as the Association shall establish by witten
notice to the Recipient (the Cosing Date), except that w thdrawal s may be made for
expenditures incurred prior to the Closing Date if the corresponding application is
received by the Association within four nonths after the Closing Date, after which
time any anount of the Grant renmmining unwithdrawn fromthe Gant Account shall be
cancel ed.

4. 4. When the Recipient shall desire to withdraw any anount fromthe G ant Account,
it shall deliver to the Association a witten application for wthdrawal of such
amount in the formspecified by the Association. Wthdrawal applications shall be: (a)
signed on behalf of the Recipient by the Mnister of Finance or such other person as
he or she shall have authorized in witing; and (b) be acconpani ed by such evidence in
support of the application as the Association shall reasonably request. Authenticated
speci nen signatures of the person authorized to sign w thdrawal applications shall be
provided with the first application bearing his or her signature. Each wi thdrawal
application for an anpbunt of the Grant and its supporting evidence nust be sufficient
in formand substance to satisfy the Association that the Recipient is entitled to

wi t hdraw such amount fromthe G ant Account and that such anmount is to be used in the
carrying out of the Activities. The Association shall pay the amounts wi thdrawn by the
Reci pient fromthe Grant Account only to or on the order of the Recipient.

4.5, Wthdrawal s of the proceeds of the Grant shall be made in the currency of the
Grant. The Association, at the Recipient’s request and acting as an agent of the

Reci pient, shall purchase with the currency of the Grant withdrawn fromthe G ant
Account such currencies as shall be required to pay for expenditures to be financed
out of the proceeds of the Grant. \Wenever it shall be necessary, for the purposes of



this Letter Agreenent, to determ ne the value of one currency in terns of another,
such val ue shall be as reasonably determ ned by the Association.

5. Accounts and Audits

5. 1. (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 Activities of the departnents
OL agePcies of the Recipient responsible for carrying out the Activities or any part

t her eof .

(b) The Recipient shall: (i) have the records and accounts referred to in
subparagraph (a) above and the records for each fiscal year audited, in accordance
with appropriate auditing principles consistently applied, by independent auditors
acceptable to the Association; (i1i) furnish to the Association as soon as avail abl e,
but 1 n 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
i nformati on concerning said records and accounts and the audit thereof as the
Association shall fromtime to tine reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe G ant
Account were made on the basis of statenents of expenditure, the Recipient shall: (i)
mai ntain or cause to be maintained, in accordance w th subparagraph (a) above, records
and accounts reflecting such expenditures; (ii) retain, until at |east one year after
the Association has received the audit report for the fiscal year in which the |ast
withdrawal fromthe Grant Account was made, all records (contracts, orders, invoices
bills, receipts and ot her docunents) evidencing such expenditures; (iii) enable the
Associ ation’s representatives to exani ne such records; and (iv) ensure that such
records and accounts are included in the annual audit referred to in subparagraph (b)
above and that the report of such audit contains a separate opinion by said auditors
as to whether the statenents 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.

6. Suspensi on and Cancel | ati on

6. 1. The Association nay at any time, by notice to the Recipient, suspend the right
of the Recipient to nake further withdrawals fromthe Gant Account if any of the
following events has occurred and is continuing: (a) the Recipient has failed to
comply with any of its obligations herein specified; or (b) the right of the

Reci pient, or any other entity to which the Bank has nade a | oan with the guarantee of
the Recipient, to nake withdrawal s under any | oan agreenent with the Bank or any

devel opnent credit agreenent with the Association shall have been suspended

6. 2. The Association may, by witten notice to the Recipient, ternminate the right of
the Recipient to nake further withdrawals fromthe Grant Account: (a) at any tine
after the right of the Recipient to make withdrawals fromthe G ant Account shall have
been suspended pursuant to the provisions of paragraph 6.1 above; or (b) if the

Reci pient shall have failed to take action, satisfactory to the Association, within
six nonths after the effective date hereof, to carry out the Activities.

Attachment |
Pr ocur enent
Consul tants’ Services
Part A: Genera
Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Guidelines: Selection and Empl oynent of
Consul tants by World Bank Borrowers", published by the Bank in January 1997 and
revised in Septenber 1997 and January 1999 (the Consultant Cuidelines), and the
foll owi ng provisions.
Part B: Quality- and Cost-based Sel ection
Except as otherwi se provided in Part C of this Section, consultants’ services

shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2



thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

Part C. Oher Procedures for the Sel ection of Consultants
I ndi vi dual Consultants

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

Part D Review by the Association of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Activities 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 Guidelines. 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 of consulting firns
estimated to cost the equival ent of $100,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the second subparagraph of paragraph 2 (a)) and 5 of
Appendi x 1 to the Consultant Guidelines shall apply.

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

3. Post Revi ew
Wth respect to each contract not governed by paragraph 2 of this Part, the

procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shal
apply.



