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CREDIT NUMBER 3377 MAU
DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated June 22, 2000, between ISLAMIC REPUBLIC OF
MAURITANIA (the Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the
Association).

WHEREAS (A) the Association has received a letter, dated September
23, 1998, from the Borrower describing a program of actions, objectives
and policies designed to develop its power and water sector (the Program)
and declaring the Borrower’'s commitment to the execution of the Program;

(B) 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;



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;

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

Section 1.01. The “General Conditions Applicable to Devel opnent
Credit Agreenents” of the Association, dated January 1, 1985 (as anended
t hrough Cctober 6, 1999), (the Ceneral Conditions), constitute an
integral part of this Agreenent.

Section 1.02. Unless the context otherw se requires, the several
terns defined in the General Conditions and in the Preanble to this
Agreement have the respective meanings therein set forth and the
followi ng additional terns have the foll ow ng neanings:

(a) "CA" neans Cellule d Appui Techni que, the Project technical
support unit within MHE (as hereinafter defined), as established by
Arrété No.:364, dated April 25, 1999;

(b) "Mauritani an Quguiya" and "UM' nean the currency of the
Bor r ower ;
(c) "MAED' means M nistére des Affaires Eononiques et du

Dével oppenent, the Borrower’'s Mnistry of Econonmic Affairs and
Devel opnent ;

(d) “MHE' nmeans Mnistere de |’ Hydraulique et de |’ Energie, the
Borrower’'s M nistry of Water and Energy;

(e) “Nouadhi bou” neans the coastal port city in the territory of
t he Borrower;

(f) "Project Account" neans the account referred to in Section
3.04 (a) of this Agreenent;

(9) “Proj ect Managenment Report” neans each report prepared in
accordance with Section 4.02 of this Agreenent;

(h) “Project Preparation Advance” neans the project preparation
advance granted by the Association to the Borrower pursuant to the letter
agreenent, dated June 28, 1999;

(i) "Project Manual of Procedures" and “PMP’ neans the Manuel de
Procédures adopted by the Borrower in its formas transnitted by letter,
dated May 6, 2000, referred to in paragraph 1 of Schedule 4 to this
Agreement containing, inter alia, institutional arrangenents, work-plans,
noni toring and performance indicators and procedures to be used for the
purpose of inplementing the Project, as the sane nay be anended fromtine
totime with the approval of the Association, and such termincludes any
schedul es to the Project Manual of Procedures;

(j) “SONELEC’ nmeans Soci été Nationale de |’ El éctricité et de



| " Eau, the national power and water conpany, established pursuant to
Decree No. 75/170 of the Borrower, dated May 23, 1975, as anended by
Decree No. 90/ 154, dated Cctober 22, 1990;

(k) “SPC’ neans the special procurenent conmi ssion for the
wat er, sanitation and energy sector reform established pursuant to
Decree 99-03, dated January 6, 1999;

(1) “Speci al Account” neans the account referred to in Part B of
Schedule 1 to this Agreenent;

(m “UEP’ neans Unité d’' Exécution du Projet, the Project
i npl enentation unit in MAED, established pursuant to Arrété No. 799,
dated July 11, 1998; and

(n) "UGP" neans Unité de Gestion du Programe des Réfornes, the
Borrower's Project managenment unit responsible for public sector reform
in MAED, established pursuant to Arrété No. 799, dated July 11, 1998.

ARTI CLE ||
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 Devel opnent
Credit Agreenent, an anmount in various currencies equivalent to seven
mllion four hundred thousand Special Draw ng Ri ghts (SDR 7,400, 000).

Section 2.02. (a) The anpunt of the Credit may be wi thdrawn from
the Credit Account in accordance with the provisions of Schedule 1 to
this Agreenent for expenditures nade (or, if the Association shall so
agree, to be nmade) in respect of the reasonable cost of goods and
services required for the Project and to be financed out of the proceeds
of the Credit.

(b) Pronptly after the Effective Date, the Association shall, on
behal f of the Borrower, withdraw fromthe Credit Account and pay to
itself the amount required to repay the principal anount of the Project
Preparati on Advance withdrawn and outstandi ng as of such date and to pay
al |l unpaid charges thereon. The unwi t hdrawn bal ance of the authorized
amount of the Project Preparation Advance shall thereupon be cancel ed.

Section 2.03. The Cosing Date shall be Decenber 31, 2003, or such
| ater date as the Association shall establish. The Association shall
pronptly notify the Borrower of such |ater date.

Section 2.04. (a) The Borrower shall pay to the Association a
conm tment charge on the principal anmount of the Credit not w thdrawn
fromtime to tine 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 conmitnent charge shall accrue: (i) fromthe date sixty
days after the date of this Agreenent (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 imedi ately preceding the accrual date and at such other rates as may
be set fromtine to tine thereafter pursuant to paragraph (a) above. The
rate set as of June 30 in each year shall be applied fromthe next date
in that year specified in Section 2.06 of this Agreenent.



(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 March 15 and September 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 March 15 and September 15, commencing
September 15, 2010, and ending March 15, 2040. Each installment to and
including the installment payable on March 15, 2020 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
(i) 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 the Project with due diligence and
efficiency and in conformity with appropriate administrative, technical
and financial 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 Project in accordance
with the Implementation Program set forth in Schedule 4 to this
Agreement.

Section 3.02. Except as the Association shall otherwise agree,
procurenent of the goods 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. For the purposes of Section 9.07 of the General
Conditions and without limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the
Associ ation, and furnish to the Association not |ater than six (6) nonths
after the Closing Date or such later date as nay be agreed for this
purpose between the Borrower and the Association, a plan outlining the
future strategy of the water, sanitation and power sectors; and

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

Section 3.04. Wthout limtation upon the provisions of paragraph
(a) of Section 3.01 of this Agreenment, the Borrower shall:

(a) open and naintain an account (the Project Account) in a
commercial bank on terms and conditions satisfactory to the Association;

(b) pronptly thereafter, deposit into the Project Account an
anount equival ent to $100,000 to finance the Borrower's contribution to
the Project;

(c) deposit into the Project Account, during Project
i mpl erent ati on, such amounts as shall be required for Project
i mpl enent ati on; and

(d) ensure that the funds deposited into the Project Account in
accordance wi th paragraphs (b) and (c) of this Section shall be used
exclusively to finance expenditures under the Project other than those
financed fromthe proceeds of the Credit.

ARTI CLE |V
Fi nanci al Covenants
Section 4.01. (a) The Borrower shall maintain a financial
managenent system including records and accounts, and prepare financial

statenents in a format acceptable to the Association, adequate to reflect
the operations, resources and expenditures related to the Project.

(b) The Borrower shall:



(@) have the records, accounts and financial statements
referred to in paragraph (a) of this Section and the
records and accounts for the Special Account for

each fiscal year audited, in accordance with auditing standards
acceptable to the Association, consistently applied,
by independent auditors acceptable to the Association;

(i)  furnish to the Association as soon as available, but
in any case not later than six months after the
end of each such year, (A) certified copies of the

financial statements referred to in paragraph (a) of this Section

for such year as so audited, and (B) an opinion
on such statements, records and accounts and 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 such records and accounts, and the audit
thereof, and concerning said auditors, as the

Association may from time to time reasonably request.

(c) For all expenditures with respect to which withdrawals from
the Credit Account were made on the basis of Project Management Reports,
or statements of expenditure, the Borrower shall:

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

(i)  retain, until at least one year after the Association
has received the audit report for the fiscal year in
which the last withdrawal from the Credit

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

(iii) 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
Pr oj ect Managenent Reports or statenents of
expendi ture submtted during such fiscal year,
together with the procedures and internal controls involved in their
preparation, can be relied upon to support the
rel ated w thdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section
4.01 of this Agreenent, the Borrower shall carry out a time-bound action
pl an acceptable to the Association for the strengthening of the financial
managenent systemreferred to in paragraph (a) of said Section 4.01 in
order to enable the Borrower, not later than eighteen nonths after the
Ef fective Date, or such later date as the Association shall agree, to
prepare quarterly Project Managenent Reports, acceptable to the
Associ ation, 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-nonth period



following 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-month
period following the period covered by said
report;

(i)  (A) describes physical progress in Project
implementation, both cumulatively and for the period
covered by said report, and (B) explains variances between

the actual and previously forecast implementation targets;
and

(iii) sets forth the status of procurement under the
Project and expenditures under contracts financed out of
the proceeds of the Credit, as at the end of the

period covered by said report.

(b) Upon the completion 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 no later than 45 days after the end of each calendar quarter,
a Project Management Report for such period.

ARTICLE V
Remedies of the Association

Section 5.01. Pursuant to Section 6.02 (l) of the General
Conditions, the following additional event is specified, namely, that a
situation shall have arisen which shall make it improbable that the
Program or a significant part thereof will be carried out.

ARTICLE VI
Effective Date; Termination

Section 6.01. The following events are specified as additional
conditions to the effectiveness of the Development Credit Agreement
within the meaning of Section 12.01 (b) of the General Conditions:

The Borrower has:

@) opened the Project Account and deposited therein the initial
deposit referred to in Section 3.04 (b) of this Agreement;

(b) appointed the auditor referred to in Section 4.01 (b) of
this Agreement, under terms and conditions satisfactory to the
Association, in accordance with the provisions of Section Il of Schedule
3 to this Agreement;

(c) appointed in UEP specialists with qualifications and
experience acceptable to the Association, namely: (i) the project
coordinator, (ii) the procurement specialist, and (iii) the accountant
and financial management specialist, all in accordance with the
provisions of Section Il of Schedule 3 to this Agreement; and

(d) established a computerized accounting and financial
management system in UEP, acceptable to the Association.



Section 6.02. The date one hundred and twenty (120) 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 the Borrower at the time responsible
for economic affairs and development is designated as the 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:

M nistre des Affaires qunom' ques et du Dével oppenent
M ni stére des Affaires Econom ques et du Dével oppenent

B. P. 238
Nouakchot t
I slam ¢ Republic of Mauritania
Cabl e address: Tel ex:
Facsim | e:
MP Nouakchot t 840 MIN
222- 25110

For the Associ ation:

I nternational Devel opnment Associ ation
1818 H Street, NwW

Washi ngt on, DC 20433

United States of America

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

IN WTNESS WHERECOF, the parties hereto, acting through their duly
aut hori zed Representatives, have caused this Agreenent to be signed in
their respective names in the District of Colunbia, United States of
Anerica, as of the day and year first above witten.

| SLAM C REPUBLI C OF MAURI TANI A

By /s/ Ahnmed Quld Khalifa Quld Jiddou
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Panel a Cox
Acting 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
Q) Goods 100,000 100% of foreign

expenditures and
90% of local
expenditures

(2 Consul tant s’ 6, 000, 000 100%
services and training
(3) Qperating 400, 000 90%
costs
(4) Ref undi ng of 800, 000 Anount due pursuant
Project Preparation to Section 2.02 (b) of
Advance thi s Agreenent
(5) Unal | ocat ed 100, 000
TOTAL 7, 400, 000
2. For the purposes of this Schedul e:
(a) the term“forei gn expendi tures” neans expenditures in the

currency of any country other than that of the Borrower for goods or
services supplied fromthe territory of any country other than that of
t he Borrower;

(b) the term“local expenditures” neans expenditures in the
currency of the Borrower or for goods or services supplied fromthe
territory of the Borrower; and

(c) the term "operating costs" neans the increnental expenses
incurred on account of Project inplenmentation, audits, managenment and
nmoni toring, including office supplies, administrative support,
comuni cation and utility services, travel and supervision costs but
excluding salaries of officials of the Borrower’s civil service.

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

4, The Association may require withdrawals fromthe Credit Account to
be nmade on the basis of statenents of expenditure for expenditures for
goods under contracts costing |ess than $50, 000 equival ent each, and for
expendi tures for services under contracts with firnms costing | ess than
$100, 000 or with individuals costing | ess than $50, 000 equi val ent each;
all under such terns and conditions as the Association shall specify by



notice to the Borrower.
B. Special Account

1. The Borrower shall, for the purposes of the Project, open and
maintain in Dollars in a commercial bank acceptable to the Association, a
special deposit account, on terms and conditions satisfactory to the
Association, including appropriate protection against set-off, seizure

and attachment.

2. After the Association has received evidence satisfactory to it that
the Special Account has been opened, withdrawals from the Credit Account
of amounts to be deposited into said Special Account shall be made as
follows:

€) until the Association shall have received (i) the first
Project Management Report referred to in Section 4.02 (b) of this
Agreement and (ii) a request from the Borrower for withdrawal on the
basis of Project Management Reports, withdrawals shall be made in
accordance with the provisions of Annex A to this Schedule 1; and

(b) upon receipt by the Association of a Project Management
Report pursuant to Section 4.02 (b) of this Agreement, accompanied by a
request from the Borrower for withdrawal on the basis of Project
Management Reports, all further withdrawals shall be made in accordance
with the provisions of Annex B to this Schedule 1.

3. Payments out of the Special Account shall be made exclusively for
Eligible Expenditures in accordance with the provisions of this Schedule.
For each payment made by the Borrower out of the Special Account, the
Borrower shall, at such time as the Association shall reasonably request,
furnish to the Association such documents and other evidence showing that
such payment was made exclusively for Eligible Expenditures.

4, For the purposes of this Schedule, the term“eligible Categories”
neans Categories 1, 2, and 3 set forth in the table in paragraph 1 of
this Schedul e 1.

5. Not wi t hst andi ng the provisions of Part B 2. of this Schedule, the
Associ ation shall not be required to make further deposits into the
Speci al Account:

(a) if the Association determines at any tine that any Project
Managenent 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
wi t hdrawal s shoul d be nade 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 the Special Account or (B) the records and
accounts reflecting expenditures with respect to which withdrawal s were
made on the basis of Project Managenent Reports.

6. The Associ ation shall not be required to make further deposits into
the 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 Account may be made and what procedures should be followed
for making such deposits, and shall notify the Borrower of its

determination.

7. @) If the Association determines at any time that any payment
out of the 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 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 the 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 the 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 the Special
Account.

(d) Refunds to the Association made pursuant to sub-paragraph
(a), (b) or (c) of this paragraph 7 shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in accordance with
the provisions of the Development Credit Agreement.

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” neans an amount of up to
$1, 000, 000 to be withdrawn fromthe Credit Account and deposited into the
Speci al Account pursuant to paragraph 2 of this Annex; provided, however,
that, unless the Association shall otherw se agree, the Authorized
Al'l ocation shall be limted to an amount of up to $500,000 until the
aggregate armount of withdrawals fromthe Credit Account, plus the total
amount of all outstanding special conmitnents entered into by the
Associ ation pursuant to Section 5.02 of the General Conditions shall
equal or exceed the equival ent of SDR 1,200, 000.

2. Wthdrawal s of the Special Account’s Authorized Allocation and
subsequent withdrawals to replenish said Special Account shall be nade as
foll ows:

(a) For withdrawal s of said Special Account’s Authorized
Al'l ocation, the Borrower shall furnish to the Association a request or
requests for deposit into said Special Account of an ampunt or anmpunts
which in the aggregate do not exceed said Authorized Allocation. On the
basi s of each such request, the Association shall, on behalf of the
Borrower, withdraw fromthe Credit Account and deposit into said Special



Account such amount as the Borrower shall have requested.

(b) For replenishment of said Special Account, the Borrower
shall furnish to the Association requests for deposit into said Special
Account at such intervals as the Association shall specify. Prior to or
at the time of each such request, the Borrower shall furnish to the
Association the documents and other evidence required pursuant to Part
B.3 of Schedule 1 to this Agreement for the payment or payments in
respect of which replenishment is requested. On the basis of each such
request, the Association shall, on behalf of the Borrower, withdraw from
the Credit Account and deposit into said Special Account such amount as
the Borrower shall have requested and as shall have been shown by said
documents and other evidence to have been paid out of said Special
Account for Eligible Expenditures. Each such deposit into said Special
Account shall be withdrawn by the Association from the Credit Account
under one or nore of said Special Account’s Eligible Categories.

3. The Associ ation shall not be required to make further deposits into
the Special Account, once the total unw thdrawn anmount of the Credit

m nus the total anount of all outstanding special commtnents entered
into by the Association pursuant to Section 5.02 of the General

Condi tions, shall equal the equivalent of tw ce the amount of said

Speci al Account’s Authorized Allocation. Thereafter, w thdrawal fromthe
Credit Account of the remai ning unw thdrawn anpunt of the Credit shall
foll ow such procedures as the Association shall specify by notice to the
Borrower. Such further w thdrawals shall be made only after and to the
extent that the Association shall have been satisfied that all such
amounts remai ning on deposit in said Special Account as of the date of
such notice will be utilized in making paynents for Eligible

Expendi t ures.

Annex B to SCHEDULE 1

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

1. Except as the Association may otherw se specify by notice to the
Borrower, all withdrawals fromthe Credit Account shall be deposited by
the Association into the Special Account in accordance with the

provi sions of Schedule 1 to this Agreenent. Each such deposit into the
Speci al Account shall be w thdrawn by the Association fromthe Credit
Account under one or nore of said Special Account’s Eligible Categories.

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

3. Upon recei pt of each application for wthdrawal of an anount of the
Credit, the Association shall, on behalf of the Borrower, w thdraw from
the Credit Account and deposit into the Special Account an amount equal
to the lesser of: (a) the amobunt so requested; and (b) the anmpunt which
the Association has determ ned, based on the Project Minagenent Report
acconpanying said application, is required to be deposited in order to
finance Eligible Expenditures during the six-nonth period follow ng the
date of such report; provided, however, that the anpbunt so deposited,
when added to the amount indicated by said Project Managenent Report to
be renmaining in the Special Account, shall not exceed the anpbunt of one
mllion six hundred thousand Dol lars ($1, 600, 000).

SCHEDULE 2
Description of the Project

The objective of the Project is to inprove the living standard of



the population in the territory of the Borrower through increased access
to safe drinking water, sanitation and reliable electricity supply

through the revision of the legal and institutional framework for the
water, sanitation and energy sectors to create an environment for private
sector participation and prepare future investments in these sectors.

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: Sector Reform
1. Regulatory provisions:

Carrying out studies for the preparation of laws, regulatory
decrees and administrative texts pertaining to: (a) enabling SONELEC
privatization through separation of the power and the water sector; (b)
regulating (i) electricity generation and distribution, (ii) water supply
to rural areas in the territory of the Borrower, and (iii) access of
private operators to the petrol eumsector; (c) insure decentralized
wat er, sanitation and energy services to suburban and rural areas in the
territory of the Borrower; (d) establish the required institutiona
mechani snms to effectively furnish said services, and (c) establish
technical and safety standards for petrol eum products; through the
provi sion of technical advisory services.

2. Water, Sanitation and Energy Sector Reforns

Carrying out feasibility studies with a viewto: (a) rehabilitate
and expand the water, sanitation and energy supply service in suburban
and rural areas of the territory of the Borrower; and (b) to strengthen
the use of renewabl e energy resources, through the provision of technical
advi sory servi ces.

3. I nf or mati on Canpai gns:

Carrying out information, education and conmuni cati on canpaigns in
the territory of the Borrower to advise power, water and sanitation
servi ce consuners of inmpending changes through the acquisition of goods,
provi sion of technical advisory services and training.

4, Strengthening Institutional Capacity

Strengt hening the capacity of MAED and UGP to initiate and
supervise the regul atory reform process and the administrative capacity
of SONELEC to adapt to new operating objectives through the acquisition
of goods, provision of technical advisory services and training.

Part B: Water and Sanitation Services

Strengt hening the technical, adnministrative and | ogistical capacity
of MHE and CA to design, inplement and supervise efficient water and
sanitation supply services within the territory of the Borrower; through
the provision of technical advisory services and training of selected
staff in MHE and CA.

Part C Ener gy Supply

1. Strengt hening the technical, adnministrative and | ogistical capacity
of MHE and CA to design, inplenment and supervise efficient energy supply
to rural areas in the territory of the Borrower; through the provision
of technical advisory services and training of selected staff in MHE and
CA

2. Carrying out a feasibility study devel oping a wind-power park in
Nouadhi bou and sel ected locations in the territory of the Borrower



through the provision of advisory services.
Part D: Petroleum Sector

Carrying out a study to reorganize the petroleum sector through the
provision of advisory services.

Part E: Project Management and Supervision

Administration, coordination, supervision and evaluation of Project
implementation through the provision of technical advisory services and
training for selected staff in CA, UGP and UEP and the acquisition of
equipment.

* k%

The Project is expected to be completed by June 30, 2003.

SCHEDULE 3
Procurenent and Consul tants’ Services
Section |. Procurenent of Goods
Part A Gener al

Goods shall be procured in accordance with the provisions of
Section | of the “Cuidelines for Procurement under |BRD Loans and | DA
Credits” published by the Bank in January 1995 and revised in January and
August 1996, Septenber 1997 and January 1999 (the Cuidelines) and the
provisions of the following Parts of this Section I.

Part B: I nternational Conpetitive Bidding

1. Except as otherw se provided in Part C of this Section, goods shall
be procured under contracts awarded in accordance with the provisions of
Section Il of the Cuidelines and paragraph 5 of Appendix 1 thereto.

2. The follow ng provision shall apply to goods to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of
this Part B, namely that to the extent practicable, contracts for

equi pnent shall be grouped in bid packages estimted to cost $100, 000
equi val ent or nore each.

Part C O her Procurenent Procedures
1. Nat i onal Conpetitive Bidding

Goods estimated to cost |ess than $50, 000 equi val ent per contract,
up to an aggregate anount not to exceed $70,000 equival ent, nmay be
procured under contracts awarded in accordance with the provisions of
par agraphs 3.3 and 3.4 of the Cuidelines.

2. International or National Shopping

Goods estimated to cost |ess than $5,000 equival ent per contract,
up to an aggregate anmount not to exceed $30, 000 equival ent, may be
procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
t he Cui delines.

Part D: Revi ew by the Associati on of Procurenment Decisions

1. Pr ocurenent Pl anni ng



Prior to the issuance of any invitations 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 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 estimated to exceed $50,000
equivalent, 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

Consul tants’ services shall be procured in accordance with (a) the
provi sions of the Introduction and Section IV of the “Guidelines:
Sel ection and Empl oynent of Consultants by World Bank Borrowers”
publ i shed by the Association in January 1997 and revi sed in Septenber
1997 and January 1999 (the Consultant Guidelines), and (b) the provisions
of the following Parts of this Section II.

Part B: Quality- and Cost-based Sel ection

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

Cui del i nes, 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. Shortlists for consultants services under contracts estimated to
cost the equival ent $50,000 or |less, may conprise entirely national
consultants in accordance with the provisions of paragraph 2,7 of the
Gui del i nes.

Part C O her Procedures for the Selection of Consultants
1. Sel ection Based on Consultants’ Qualifications

Services for specialized assignnents may be procured under
contracts awarded in accordance with the provisions of paragraphs 3.1 and
3.7 of the Consultant Guidelines and paragraph 3 of Annex | thereto.

2. I ndi vi dual Consultants

Services for advising MAED on privatization i ssues and under Part
A 4. of the Project, shall be procured under contracts awarded to
i ndi vidual consultants in accordance with the provisions of paragraphs
5.1 through 5.3 of the Consultant Cuidelines and paragraph 3 of Annex |



thereto.
Part D: Review by the Association of the Selection of Consultants
1. Selection Planning

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the Association for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant 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 of
consulting firnms estimated to cost the equivalent of $100,000 or nore,
the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2 (a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shall apply.

(b) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $50,000 or
nore, the qualifications, experience, terms of reference and terns of
enpl oyment 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 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
Consul tant Cui delines shall apply.

SCHEDULE 4
| mpl enent ati on Program
A Gener al

1. The Borrower shall inplenent the Project in accordance with the
procedures, guidelines, timetables and criteria set forth in the Project
Manual of Procedures and, except as the Association shall otherw se
agree, the Borrower shall not amend, or waive any provision thereof if,
in the opinion of the Association, such amendment or waiver may
materially and adversely affect the inplementati on of the Project.

B. Coor di nati on and Managenent

2. The Borrower shall maintain policies and procedures adequate to
enable it to nonitor and eval uate on an ongoi ng basis, in accordance with
the indicators set forth in the Project Manual of Procedures and

sumari zed in Schedule 5 to this Agreenent, the carrying out of the
Project and the achi everent of the objectives thereof.

3. The Borrower shall, until the conpletion of the Project:

(a) mai ntain the following staff with qualifications and
experience, satisfactory to the Association in UEP: (i) the project
coordinator, (ii) a procurenent specialist, and (iii) a specialist in
charge of financial nanagenent and accounting. The Project Coordinator



shall be responsible for furnishing to UGP and the Association, for
review and comment, quarterly Project progress reports.

C. Annual Reviews
4, The Borrower shall:

(@) prepare, under terms of reference satisfactory to the
Association, and furnish through UEP to UGP and the Association,
quarterly, for the first time by October 30, 2000, or such other date as
the Association shall agree, until the time the Association shall receive
the Project Management Reports referred to in Section 4.02 (b) of this
Agreement, for its review and comments, a report integrating the results
of the monitoring and evaluation activities performed pursuant to
paragraph 2 of this Schedule 4, on the progress achieved in the carrying
out of the Project during the period preceding the date of said report
and setting out the measures recommended to ensure the efficient carrying
out of the Project and the achievement of the objectives thereof during
the period following such date;

(b) furnish to the Association, within four weeks following the
submission of the report referred to in the preceding subparagraph, the
comments of, if any, and the approval of, UGP to said report, and

(c) review with the Association, within four weeks following the
submission of the report referred to in subparagraph (b) of this
paragraph, said report and the report referred to in subparagraph (a) of
this paragraph, and thereafter, take all measures required to ensure the
efficient completion of the Project and the achievement of the objectives
thereof, based on the conclusions and recommendations of the said report
and the Association’s views on the matter.

D. Specific Actions

6. The Borrower shall within twelve nonths followi ng Effective Date
furnish to the Association for review and approval the studies referred
toin Part A1 (a) of the Project.

SCHEDULE 5
I mpl enment ati on and Eval uation Indicators

1. Submi ssion to Parlianent, promnulgation and publication in the
O ficial Journal, of laws in the water and electricity sectors,
satisfactory to the Association.

2. Est abl i shment of a regulatory framework based on the laws in the
water and electricity referred to under paragraph 1 above, satisfactory
to the Association.

3. Bri ngi ng SONELEC (el ectricity part) to the point of sale
(contractual agreenents approved), and preparation of a managenent
structure for SONELEC (water part) finalized, in accordance with the
provisions set forth in the Program

4, Increase of SONELEC s (electricity part) capital through the
strategi c partner by an amount bringing his share to a m ni num of 51% of
total capital in accordance with the Schedule set forth in the Program

5. Devel opnent of institutional and technical nechanisnms to
efficiently deliver water, sanitation and energy services within the
territory of the Borrower and establishnent of the corresponding

i nvest nent program

6. Start of inplenentation of the action plan to pronote energy



savings in the public sector.

7. Publication of tender documents for a wind energy park at
Nouadhibou.



