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AGREEMENT, dated February 8, 2002, between RUSSI AN FEDERATI ON (the Borrower) and
I NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank).

WHEREAS (A) the Borrower, having satisfied itself as to the feasibility and
priority of the project described in Schedule 2 to this Agreement (the Project), has
requested the Bank to assist in the financing of the Project;

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terns and conditions set forth in this
Agr eenent ;

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

Section 1.01. The "CGeneral Conditions Applicable to Loan and Guarantee
Agreenments for Single Currency Loans" of the Bank, dated May 30, 1995 (as anended
t hrough Cctober 6, 1999) (the General Conditions), constitute an integral part of this



Agr eenent :

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
nmeani ngs:

(a) "MOE" means the Borrower’s Mnistry of Education or any successor

t her et o;
(b) "MOF" means the Borrower’'s Mnistry of Finance or any successor thereto;
(c) "NTF" means National Training Foundation, a non-profit organization

establ i shed pursuant to the Resolution of the Governnent of the Russian Federation
No. 1273-P, dated August 12, 1994, operating under the |aws and regul ati ons of the
Borrower pertaining to non-conmercial organizations, and acting on the basis of its
Charter registered by the Borrower’'s Mnistry of Justice, dated Septenber 29, 1994,
and re-regi stered by Mdscow Regi stration Chanber on February 28, 2001, (Registration
No. 002033537) as the same such Charter nmay be anended fromtinme to tineg;

(d) "Operational Manual" neans a manual setting forth the procedures and
rules related to Project inplenmentation, to be adopted by NTF satisfactory to the
Borrower and t he Bank;

(e) "Participating Regions" nmeans the Chuvash Republic, Samara Obl ast and
Yar asl avl bl ast;

(f) "Project Inmplenmentation Agreement” means the agreenment to be entered
bet ween the Borrower, represented by MOF and MOE, and NTF in accordance with the
provi sions of Section 3.02 (b) of this Agreenent;

(9) "Proj ect Managenent Report" neans each report prepared in accordance with
Section 4.02 of this Agreenent;

(h) "Regi onal |nplenentation Plans" nmeans the plans agreed between MOF, MOE,
and the Participating Regions for the purposes of Parts B and C. 2 of the Project, in
accordance with the provisions of Section 3.02 (c) of this Agreement, and included in
Subsi di ary Loan Agreenents;

(i) "Regi onal PIU' neans a non-comercial organization founded by the NTF and
the education departnent or mnistry of a Participating Region for the purposes of
assisting the Participating Region with the carrying out a Regional |nplenentation
Pl an under the Project;

(j) "Special Account" nmeans the account referred to in Section 2.02 (b) of
this Agreenent;

(k) "Strategic Committee" neans the committee to be established by the
Borrower through MOE and NTF in accordance with the provisions of paragraph A 1 of
Schedul e 5 of this Agreenent;

(1) "Subsi di ary Loan" means any | oan provi ded under the Subsidiary Loan
Agreement as defined herein; and

"Subsi di ary Loan Agreenent"” means any agreement entered into pursuant to
the provisions of Section 3.02 (c) of this Agreenent.

Section 1.03. Each reference in the General Conditions to the "Project
impl ementation entity" shall be deened as a reference to NTF.

ARTI CLE 11



The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Loan Agreenent, an anmpbunt equal to fifty
mllion dollars ($50, 000, 000).

Section 2.02. (a) The anpunt of the Loan may be withdrawn fromthe Loan Account
in accordance with the provisions of Schedule 1 to this Agreenment for expenditures
made (or, if the Bank shall so agree, to be made) in respect of the reasonable cost of
goods and services required for the Project and to be financed out of the proceeds of
the Loan and in respect of the fee referred to in Section 2.04 of this Agreenent.

(b) The Borrower may, for the purposes of the Project open and naintain in
Dol | ars a special deposit account in a conmercial bank on terns and conditions
satisfactory to the Bank, including appropriate protection against set-off, seizure
and attachnment. Deposits into, and paynents out of, the Special Account shall be nade
in accordance with the provisions of Schedule 6 to this Agreement.

Section 2.03. The Cosing Date shall be December 31, 2006, or such later date as
the Bank shall establish. The Bank shall pronptly notify the Borrower of such l|ater
date.

Section 2.04. The Borrower shall pay to the Bank a fee in an anount equal to one
percent (1% of the ambunt of the Loan. On or pronptly after the effective date, the
Bank shall, on behalf of the Borrower, wi thdraw fromthe Loan Account and pay to
itself the anpunt of said fee

Section 2.05. The Borrower shall pay to the Bank a conm tnent charge at the rate
of three fourths of one percent (3/4 of 1% per annumon the principal anount of the
Loan not withdrawn fromtinme to tine.

Section 2.06. (a) The Borrower shall pay interest on the principal amunt of the
Loan withdrawn and outstanding fromtime to tine, at a rate for each Interest Period
equal to LIBOR Base Rate plus LIBOR Total Spread

(b) For the purposes of this Section

(i) "Interest Period" means the initial period fromand including the
date of this Agreement to, but excluding, the first Interest

Paynent Date occurring thereafter, and after the initial period

each period fromand including an Interest Payment Date to, but
excluding the next follow ng Interest Paynent Date.

(ii) "Interest Payment Date" nmeans any date specified in Section 2.07
of this Agreenent.

(iii) "LIBOR Base Rate" nmeans, for each Interest Period, the London
interbank offered rate for six-nonth deposits in US dollars for
value the first day of such Interest Period (or, in the case of
the initial Interest Period, for value the Interest Paynment Date
occurring on or next preceding the first day of such Interest
Period), as reasonably determ ned by the Bank and expressed as a
per cent age per annum

(iv) "LIBOR Total Spread" means, for each Interest Period: (A
three-fourths of one percent (3/4 of 1%; (B) minus (or plus) the

wei ghted average margin, for such Interest Period, below (or

above) the London interbank offered rates, or other reference

rates, for six-nonth deposits, in respect of the Bank's

out st andi ng borrow ngs or portions thereof allocated by the Bank

to fund single currency |loans or portions thereof nade by it that
include the Loan; as reasonably determi ned by the Bank and
expressed as a percentage per annum

(c) The Bank shall notify the Borrower of LIBOR Base Rate and LI BOR Tot al



Spread for each Interest Period, pronptly upon the determ nation thereof.

(d) Whenever, in light of changes in narket practice affecting the
determ nation of the interest rates referred to in this Section 2.06, the Bank
determines that it is in the interest of its borrowers as a whole and of the Bank to
apply a basis for determining the interest rates applicable to the Loan other than as
provided in said Section, the Bank may nodify the basis for determ ning the interest
rates applicable to the Loan upon not |less than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall beconme effective on the expiry of the notice
period unless the Borrower notifies the Bank during said period of its objection
thereto, in which case said nodification shall not apply to the Loan.

Section 2.07. Interest and other charges shall be payable sem annually in
arrears on March 15 and Septenber 15 in each year.

Section 2.08. The Borrower shall repay the principal anmount of the Loan in
accordance with the anortization schedule set forth in Schedule 3 to this Agreenent.

ARTICLE |11
Execution of the Project

Section 3.01. The Borrower declares its conmtnment to the objectives of the
Project as set forth in Schedule 2 to this Agreenment, and, to this end, w thout any
limtation or restriction upon any of its obligations under the Loan Agreenent, shall:

(a) carry out the Project, through MOE, with due diligence and efficiency and
in conformty with appropriate adm nistrative, financial and education practices;

(b) cause NTF to performin accordance with the Project |nplenentation
Agreenment all the obligations of NTF therein set forth;

(c) cause the Participating Regions to performin accordance with the
Subsi diary Loan Agreenents all the obligations of the Participating Regions therein
set forth;

(d) take or cause to be taken all action necessary or appropriate to enable
the NTF and the Participating Regions to performthe obligations referred to in
par agraphs (b) and (c) of this Section, and not take or permit to be taken any action
whi ch woul d prevent or interfere with such performance; and

(e) provide pronptly as needed, the funds, facilities, services and other
resources required for the Project.

Section 3.02. Wthout limtation upon the provisions of Section 3.01 of this
Agreement, and except as the Borrower and the Bank shall otherw se agree, the Borrower
shal | :

(a) carry out the Project in accordance with the Inplenentation Program set
forth in Schedule 5 to this Agreenent;

(b) through the MOF and MOE, enter into an agreenent with NTF (the Project
I mpl enment ati on Agreenment), on such terns as shall be acceptable to the Bank, which
shall include ternms specifying the responsibilities of NTF in respect of coordination
of Project activities, accounting, preparation of requests for withdrawals fromthe
Loan Account, procurenent and adm nistrative support of the Regional PlIUs, and nmake
available to NTF the portion of the proceeds of the Loan corresponding to Parts A and
C.1 of the Project on a non-reinbursabl e basis;

(c) for purposes of Parts B and C. 2 of the Project nake avail able the
proceeds of the Loan allocated fromtine to tine to Category (2) of the table set
forth in paragraph 1 of Schedule 1 to this Agreement, to the Participating Regions
under agreements (the Subsidiary Loan Agreenments) to be entered into between the
Borrower, represented by the MOF and MOE, and each such Participating Region not |ater



than within six (6) nonths fromthe date of this Agreenent’'s effectiveness, on terns
and conditions satisfactory to the Bank, including, without linmtation, the ternms and
conditions set forth or referred to in the Annex to Schedule 5 to this Agreenent,
containing a description, satisfactory to the Bank, of the activities to be carried
out by the Participating Region pursuant to the Project and undertakings rel ated
thereto (the Regional Inplenmentation Plans), and containing other provisions as may be
necessary for the inplenentation of the Project; and

(d) exercise its rights under the Subsidiary Loan Agreenents in such a manner
as to protect the interests of the Borrower and the Bank, and to acconplish the
purposes of the Project, and not assign, anend, abrogate or waive any Subsidiary Loan
Agreenment or any provision thereof without a prior agreement with the Bank.

Section 3.03. Except as the Bank shall otherw se agree, procurenent of the
goods, works and consultants’ services required for the Project and to be financed out
of the proceeds of the Loan shall be governed by the provisions of Schedule 4 to this
Agr eenent .

Section 3.04. The Borrower shall ensure that the per capita financing schenes
for general education expenditures in the Participating Regions are inplenmented in
accordance with the Operational Mnual

Section 3.05. 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 Bank and furnish to
the Bank not later than six (6) nonths after the Closing Date or such later date as
may be agreed for this purpose between the Borrower and the Bank, a plan designed to
ensure the continued achi everent of the Project’s objectives; and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Borrower on said plan

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall mmintain, or cause to be nmaintained, a
financi al management system including records and accounts, and prepare, or cause to
be prepared, financial statenents, all in accordance with accounting standards
acceptable to the Bank, consistently applied, adequate to reflect the operations,
resources and expenditures related to the Project.

(b) The Borrower shall cause NTF to:

(i) have its records, accounts and financial statements (bal ance
sheet, statenents of sources and uses of funds, and rel ated
statenents) for each fiscal year audited, in accordance with
audi ting standards consistently applied, by independent auditors
acceptabl e to the Bank;

(ii) furnish to the Bank as soon as available, but in any case not
later than six (6) nmonths after the end of each such year, (A
certified copies of the financial statements referred to in
sub- paragraph (i) of this Section for such year so audited, and
(B) an opinion on such statenments, records and accounts, and
report of such audit by said auditors of such scope and in such
detail as the Bank shall have reasonably requested; and

(iii) furnish to the Bank such other information concerning such records
and accounts, and the audit thereof, and concerning said auditors,
as the Bank shall fromtinme to tine reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Loan
Account were nmade on the basis of statenents of expenditure, the Borrower shall cause



NTF to:

(i) mai ntain, in accordance with paragraph (a) of this Section,
records and separate accounts reflecting such expenditures;

(ii) ensure that all records (contracts, orders, invoices, bills
recei pts and ot her docunents) evidencing such expenditures are
retained until at |east one year after the Bank has received the
audit report for the fiscal year in which the last withdrawal from
t he Loan Account was nade; and

(iii) enable the Bank’s representatives to exam ne such records
(d) The Borrower shall cause NTF to:

(i) have the records and accounts referred to in paragraph (c) (i) of
this Section and those for the Special Account for each fiscal

year audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to the

Bank;

(ii) furnish to the Bank as soon as available, but in any case not
later than six (6) nmonths after the end of each such year the
report of such audit by said auditors, of such scope and in such
detail as the Bank shall have reasonably requested, including a
separate opinion by said auditors as to whether the statenents of

expendi ture submitted during such fiscal year, together with the

procedures and internal controls involved in their preparation,

can be relied upon to support the related w thdrawal s; and

(iii) furnish to the Bank such other information concerning such records
and accounts and the audit thereof as the Bank shall fromtinme to
time reasonably request.

Section 4.02. Wthout limtation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall prepare, or cause to be prepared, in accordance with
gui del i nes acceptable to the Bank, and furnish to the Bank, or cause to be furnished
to the Bank, not later than 45 days after the end of each cal endar quarter, a Project
managenent report for such period, acceptable to the Bank, which:

(a) (i) sets forth actual sources and applications of funds for the Project,
both cumul atively and for the period covered by said report, and projected sources and
applications of funds for the Project for the six-month period followi ng the period
covered by said report, and (ii) shows separately expenditures financed out of the
proceeds of the Loan during the period covered by said report and expenditures
proposed to be financed out of the proceeds of the Loan during the six-nonth period
followi ng the period covered by said report;

(b) (i) describes physical progress in Project inplenmentation, both
cumul atively and for the period covered by said report, and (ii) explains variances
between the actual and previously forecast inplenmentation targets; and

(c) sets forth the status of procurenment under the Project and expenditures
under contracts financed out of the proceeds of the Loan, as at the end of the period
covered by said report.

ARTI CLE V

Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
followi ng additional events are specified

(a) Any Participating Region shall have failed to performany of its



obligations under its respective Subsidiary Loan Agreenent.

(b) The Project Inplenmentation Agreenent or the Operational Manual, or any
provision thereof, shall have been anended, suspended, abrogated, repeal ed or wai ved
in such a way as to materially and adversely affect the ability of the Borrower to
carry out the Project; and

(c) NTF shall have failed to performany of its obligations under the Project
I mpl enent ati on Agreenent;

Section 5.02. Pursuant to Section 7.01 (k) of the General Conditions, the
followi ng additional events are specified:

(a) the event specified in paragraphs (a) and (c) of Section 5.01 of this
Agreement shall occur and shall continue for a period of sixty (60) days after notice
thereof shall have been given by the Bank to the Borrower.

(b) the event specified in paragraph and (b) of Section 5.01 of this
Agreement shall occur.

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 Loan Agreement within the meaning of Section 12.01 (c) of the
General Conditions:

(a) the Regional PlUs have been |egally established and have becone
operational, with facilities, resources, and staffing satisfactory to the Bank;

(b) the Operational Manual has been adopted by NTF; and

(c) the Project Inplenmentation Agreenment has been duly executed by the
Borrower and NTF and Subsidi ary Loan Agreenents have been duly executed by the
Borrower and at |least two of the Participating Regions.

Section 6.02. The following is specified as an additional nmatter, within the
meani ng of Section 12.02 (c¢) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Bank, nanely, that the Project |Inplenmentation
Agreenment and the Subsidiary Loan Agreenents referred to in Section 6.01 (c¢) of this
Agreement have been duly authorized or ratified by the Borrower and the respective
Partici pati ng Regions, and the same are legally binding upon the MOF, MOE, and the
respective Participating Regions in accordance with their termns.

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

ARTI CLE VI I
Representative of the Borrower; Addresses

Section 7.01. The Mnister of Finance or Deputy M nister of Finance responsible
for international economc affairs is designated as representative of the Borrower for
the purposes of Section 11.03 of the General Conditions.

Section 7.02. The foll owing addresses are specified for the purposes of Section
11.01 of the CGeneral Conditions:

For the Borrower:

M nistry of Finance
Ilyinka Street 9



103097 Moscow
Russi an Federation

Tel ex: Facsim | e:
112008 (7-095) 925-0889
For the Bank:
International Bank for
Reconstruction and Devel opnment
1818 H Street, N W
Washi ngton, D.C. 20433
United States of Anerica
Cabl e address: Tel ex: Facsim | e:
| NTBAFRAD 248423 (M) or (1 202) 477-6391
Washi ngton, D.C 64145 (MCl)

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
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

written.

RUSSI AN FEDERATI ON

By /s/ Yuri V. Ushakov
Aut hori zed Representative

I NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Johannes Linn
Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

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

Anmount of the

Loan Al l ocated % of
(Expressed Expendi t ures
Cat egory in Dollars) to be Financed
(1) Federal Conponent
(a) Goods 1, 410, 000 100% of foreign

expendi t ures;

100% of | ocal

expendi tures
(ex-factory cost);

80% of | ocal

expendi tures for

other itens procured
locally, including |ocal
transportation and



(b) Consulting Services 7,910, 000
and Trai ni ng

(c) Operating Costs 2,700, 000
(2) Regi onal Conponent

(a) Samara ol ast

(i) Wor ks 1, 260, 000
(ii) Goods 12, 860, 000
(iii) Consultant 2, 080, 000
Services and
Tr ai ni ng

(iv) Operating Costs 600, 000
(b) Yaroslavl ol ast

(i) Wor ks 870, 000
(ii) Goods 7,230, 000
(iii) Consultant 1, 370, 000
Services and
Tr ai ni ng

(iv) Operating Costs 380,000
(c) Chuvash Republic
(i) Works 470, 000
(ii) Goods 7,750,000

(iii) Consultant 1,060,000

insurance related to
those itens

100%

100%

80%

100% of foreign
expendi t ures;

100% of | ocal
expendi t ures
(ex-factory cost);
80% of | oca

expendi tures for
other itens procured
local ly, including

| ocal transportation
and i nsurance rel ated
to those itens

100%

100%

80%

100% of foreign
expendi t ures;

100% of | ocal
expendi t ur es
(ex-factory cost);
80% of | ocal

expendi tures for
other itens procured
locally, including |oca
transportation and
insurance related to
those itens

100%

100%

100% of foreign

expendi tures; 100%

of | ocal expenditures
(ex-factory cost); 80%
of | ocal expenditures
for other itens procured
locally, including |oca
transportation and
insurance related to
those itemns

100%



Servi ces and

Tr ai ni ng
(iv) Operating Costs400, 000 100%
(3) Grants for Dissemination 1,000,000 100%
of Best Practices
(4) Unal | ocat ed 150, 000
(5) Front -end Fee 500, 000 Amobunt due pursuant
Section 2.04 of this
Agr eement
TOTAL 50, 000, 000
2. For the purposes of this Schedul e:
(a) the term"foreign 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 the Borrower;

(b) the term "l ocal expenditures" means expenditures in the currency of the
Borrower for goods or services supplied fromthe territory of the Borrower;

(c) the term " COperating Costs" means reasonabl e increnmental expenses incurred
by the NTF and Regional PIUs on account of Project inplenmentation, management and
monitoring set forth in the approved annual budget of the NTF or the Regional PIU
adopt ed pursuant to the provisions of the Qperational Mnual, including the cost of:
(i) maintenance of office equipnent and facilities and mnor office renovation; (ii)
of fice goods and supplies; (iii) rent and utilities; (iv) Project nanagenent rel ated
training, including the cost of training materials; (v) conmunication; (vi)
renmunerati on of NTF and Regional PIU staff (excluding civil servants); (vii)
transportation and travel; and (viii) Project-related auditing services, bank charges
and supervi sion costs;

(d) the term"Gants for Dissenination of Best Practices" neans grants to
regi ons wishing to undertake reformefforts connected with the successful |essons of
the pilot projects, as referred to in Part E of Schedule 5 to this Agreenent; and

(e) the term"Training" neans Project related costs and expenses related to
study tours, seminars, workshops and other training activities which nay be carried
out through a consultant services contract, or with the agreement of the Bank, by
ot her neans.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawals shall be
made in respect of: (a) paynents nmade for expenditures prior to the date of this
Agreement; or (b) payments made for expenditures by any Participating Regi on under
Category (2) unless the Borrower shall have furni shed evidence acceptable to the Bank
that the Participating Regi on concerned has achi eved satisfactory progress in the
achi evenent of its targets with respect to the per capita financing schenes referred
to in Section 3.04 of this Agreenent.

4. The Bank may require withdrawal s fromthe Loan Account to be made on the basis
of statenents of expenditure for expenditures, under such terms and conditions as the
Bank shall specify by notice to the Borrower, for: (a) goods under contracts not
exceedi ng $100, 000 equi val ent each; (b) services of consulting firms under contracts
not exceedi ng $100, 000 equi val ent each; (c) services of individual consultants under
contracts not exceedi ng $50, 000 equi val ent each, (d) Operating Costs; (e) Training;
and (f) Grants under Category (3) of this Schedul e.

SCHEDULE 2
Description of the Project
The objective of the Project is to provide assistance to the MOE and

conpetitively selected Regions of the Borrower to reformgeneral and initial
vocati onal education in order to: (i) inprove the quality of education; (ii) pronmote



the efficient and equitable use of scarce public resources for education; (iii)
nmoder ni ze the education system (structure of network and institutions); and (iv)
improve the flexibility and market-rel evance of initial vocational education.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Bank may agree upon fromtime to time to achieve such
obj ecti ves:

Part A: Federal Level

Assi stance in the formof capacity building support (including Gants for
Di ssem nation of Best Practices) to fornulate the education reformstrategy of the
government of the Borrower, through the devel opnent of new policies, services and
procedures for:

(i) education policy reformand the dissenination of |essons |earnt
from successful regional pilots;

(ii) i mprovenment of quality nonitoring and statistics;

(iii) nodern teacher and education managenent training; and

(iv) devel oprment of core skills and | earning material s.
Part B: Regi onal Pilots

Pilot projects carrying out refornms in general and initial vocational education

in three regions: Chuvash Republic, Samara Obl ast and Yarosl avl Obl ast, through
on-lending to Regional administrations, in order to: (i) pronote the efficient and
equi tabl e use of public resources; (ii) nmodernize the general education schools
network; and (iii) nodernize the initial vocational schools network and inprove market
rel evance of vocational education.

Part C. Project Managenent

1. Support for the federal-level project inplenmentation (through NTF), including
operating costs.
2. Support for the Regional PlUs, including operating costs.

* * %

The Project is expected to be conpleted by June 30, 2006.
SCHEDULE 3
Anortization Schedul e

Paynment of Princi pal
Dat e Payment Due (expressed in Dollars)*
On each March 15 and Sept ember 15

begi nni ng Sept enber 15, 2006
t hr ough Sept enber 15, 2017 2, 085, 000

On March 15, 2018 2,045, 000



* The figures in this colum represent the amount in Dollars to be repaid,
except as provided in Sections 4.04 (d) of the General Conditions.

SCHEDULE 4
Procurenent and Consul tants’ Services
Section |. Procurenent of Goods and Wrks
Part A. General

Goods and works shall be procured in accordance with the provisions of Section |
of the "Quidelines for Procurenent 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 follow ng provisions of Section | of this
Schedul e.

Part B: I nternational Conpetitive Bidding
1. Except as otherwi 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

Gui del i nes and paragraph 5 of Appendix 1 thereto.

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

(a) G oupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in bid packages
estimated to cost $400, 000 equi val ent or nore each.

(b) Preference for donestically nmanufactured goods

The provisions of paragraphs 2.54 and 2.55 of the CQuidelines and Appendi x 2
thereto shall apply to goods nanufactured in the territory of the Borrower.

Part C. Oher Procurenent Procedures
1. Nati onal Conpetitive Bidding

Certain types of goods (teaching and | earning naterials and equi pnent,
vocational training equipnent, furniture, school vehicles, publishing and duplication
of Project related materials) estinmated to cost |ess than $400, 000 equival ent per
contract, up to an aggregate anobunt not to exceed $14, 800, 000 equi val ent, may be
procured under contracts awarded in accordance with the provisions of paragraphs 3.3
and 3.4 of the Cuidelines.

2. I nternational Shopping

Goods estimated to cost |ess than $100, 000 equi val ent per contract up to an



aggregate anount not to exceed $535, 000 equival ent, may be procured under contracts
awar ded on the basis of international shopping procedures, after at |east three

quot ati ons have been obtained, in accordance with the provisions of paragraphs 3.5 and
3.6 of the Cuidelines

3. Nat i onal Shoppi ng

Goods estimated to cost |ess than $50, 000 equi val ent per contract up to an
aggregate anount not to exceed $1, 020, 000 equi val ent, nmy be procured under contracts
awar ded on the basis of national shopping procedures, after at |east three quotations
have been obtained, in accordance with the provisions of paragraph 3.5 and 3.6 of the
Gui del i nes.

4. Procurenent of Small Wrks

Works estimated to cost | ess than $100, 000 equi val ent per contract, up to an
aggregate anount not to exceed $2, 720, 000 equi val ent, nay be procured under
fixed-price contracts awarded on the basis of quotations obtained fromthree (3)
qualified donestic contractors in response to a witten invitation. The invitation
shall include a detailed description of the works, including basic specifications, the
required conpletion date, a basic formof agreenent acceptable to the Bank, and
rel evant drawings and bills of quantity, where applicable. The award shall be nade to
the contractor who offers the | owest price quotation for the required work, and who
has the experience and resources to conplete the contract successfully.

Part Di Review by the Bank of Procurenent Decisions
1. Pr ocurenent Pl anni ng

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

2. Prior Review

(a) Wth respect to each contract estinmated to cost the equival ent of
$100, 000 or nore, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Gui del i nes shal |l apply.

(b) Wth respect to each contract to be procured in accordance with the
procedures referred to in C.1 above, the procedures set forth in paragraphs 2 and 3 of
Appendi x 1 to the Guidelines shall apply.

(c) Wth respect to: (i) the first three contracts for goods to be procured
in accordance with the procedures referred to in C 2 above, and (ii) the first three
contracts for goods to be procured in accordance with the procedures referred to in
C. 3 above, the followi ng procedures shall apply:

(i) prior to the selection of any supplier under shopping procedures,
the Borrower shall provide to the Bank a report on the conparison
and eval uation of quotations received;

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

(iii) the procedures set forth in paragraphs 2(f), 2(g) and 3 of
Appendi x 1 to the Guidelines shall apply.

3. Post Revi ew



Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Guidelines shall apply.

Section II. Enmpl oynment of Consultants
Part A: Ceneral

1. Consul tants’ services shall be procured in accordance with the provisions
Sections | and IV of the "CGuidelines: Selection and Enpl oyment of Consultants by Wrld
Bank Borrowers" published by the Bank in January 1997 and revised in Septenber 1997
and January 1999 (the Consultant CGuidelines) and the foll owi ng provisions of Section
Il of this Schedule.

2. The short list of consultants for services estinated to cost |ess than $200, 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 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 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.

Part C. Oher Procedures for the Sel ection of Consultants
1. Qual i ty-based Sel ection

Services for administrators training, statistical surveys and policy analysis
under Parts A and B of the Project may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 through 3.4 of the Consultant
Gui del i nes.

2. Least - Cost Sel ection

Certain services (preparing specifications and drawi ngs for constructi on worKks,
devel opnent of quality tests and regional information network) estimated to cost |ess
than $100, 000 equi val ent per contract may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.6 of the Consultant Guidelines.

3. Sel ection Based on Consultants’ Qualifications

Certain services (small local public relations canpaigns and surveys,
devel oprment of specific leaning materials and the like) estimated to cost |ess than
$100, 000 equi val ent per contract nmay be procured under contracts awarded i n accordance
with the provisions of paragraphs 3.1 and 3.7 of the Consultant GCuidelines.

4. Si ngl e Source Sel ection

Services for educational policy analysis and for nonitoring and statistical
surveys which are estimated to cost |ess than $100, 000 equi val ent per contract, may,
with the Bank’s prior agreenment, be procured in accordance with the provisions of
par agraphs 3.8 through 3.11 of the Consultant Guidelines.

5. I ndi vi dual Consultants

Servi ces of |ocal advisors in school restructuring, procurenent assistance at
the Regional PIU |level, and exam nation of statistics devel opnent and quality
assurance as well as hiring of menbers of Expert Councils shall be procured under
contracts awarded to individual consultants in accordance with the provisions of
paragraphs 5.1 through 5.3 of the Consultant Guidelines.



6. Publ i ¢ Education, Training and Research Institutions

Servi ces of unique and exceptional nature nay be procured from public education,
training and research institutions in accordance with the procedures referred to in
par agr aphs 1-4 above, provided, however, that no suitable alternatives fromprivate
sector consultants are avail able.

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

Prior to the issuance to consultants of any requests for proposals, the proposed
pl an for the selection of consultants under the Project shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Guidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $200,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the third 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 enploynment of consulting firms for
estimated to cost the equival ent of $100,000 or nore, but |ess than the equival ent of
$200, 000, the procedures set forth in paragraphs 1, 2 (other than the second
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant GCuidelines
shal | apply.

(c) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equivalent of $50,000 or nore, the qualifications,
experience, terns of reference and terms of enployment of the consultants shall be
furnished to the Bank for its prior review and approval. The contract shall be awarded
only after the said approval shall have been given.

(d) Wth respect to each contract for the enpl oyment of consulting firms and
i ndividual consultants not referred to in paragraphs (b) and (c) above, terns of
reference shall be furnished to the Bank for its prior review and approval The
contract shall be awarded only after the said approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consul tant Guidelines shall

apply.
SCHEDULE 5
| mpl ement ati on Program
A Overal | Managenment and | npl ementation of the Project

1. The Borrower through MCXE shall establish a conmittee (the Strategic Conmittee)
for the purposes of providing oversight over the inplenentation of the Project, under
terms of reference satisfactory to the Bank, with a conposition to include the
representative of the MOE, as chairnman, and representatives of the education
department or ministry of a Participating Region, the NTF, and nenbers of selected
educational and/or academic institutions.

2. The MOE shall be responsible for the overall nmanagenent and inplenentation of
the Project, in particular: (a) defining the Project inplenentation strategy; (b)
approvi ng Governnent docunents related to the Project; and (c) approving and



controlling the fulfillnent of the Project’s work prograns and budgets.

3. NTF shal | be responsible for general project nmanagement, and shall assist the
Strategic Commttee in the overall coordination of the Project activities, and shall
al so be responsi ble for financial nanagenment, procurenment, disbursenment, and
preparation of progress reports and annual reports in respect of or related to the
Proj ect.

4. The Borrower shall ensure that, until the conpletion of the Project, NTF and
Regional PIUs at all times function in a manner, and with staff, consultants,
facilities and other resources necessary for the managenment and i npl enentation of the
Project, satisfactory to the Bank.

B. Annual (Quarterly) Reports and Wrk Program

1. The Borrower shall cause NTF to: (a) provide to the Bank, by April 1 of each
year throughout the execution of the Project, an annual report on the progress of
Project inplementation, of such scope and in such detail as the Bank shall reasonably
request, including a draft annual project plan for the follow ng year; and (b) carry
out annual assessment to nonitor the inpact of the Project.

2. The Borrower shall submit to the Bank, not later than 30 days after the end of
each quarter, a quarterly progress report, in a format satisfactory to the Bank,
outlining progress nmade in the inplenmentation of the Project, as well as the problens
encount ered and how they are bei ng addressed.

3. Regarding the training prograns to be carried out under the Project, the
Borrower, through NTF, shall:

(a) sel ect the beneficiaries and the providers of such training progranms in
accordance with criteria satisfactory to the Bank;

(b) not |ater than Decenber 31 of each year, exchange views with the Bank on
the training prograns to be carried out in the follow ng cal endar year; and

(c) furnish to the Bank a report of such scope and detail as the Bank shall
reasonably request, on the annual results of the training progranms and the benefits
derived therefrom

C. Count erpart Fundi ng Requirenents for the Project

Wthout limtation upon any of its obligations under Section 3.01 of this
Agreement, the Borrower shall ensure that sufficient annual allocations will be made
with the Borrower’'s budget for the Borrower’s counterpart contribution to the costs of
the Project.

D. I mpl ementation Plans for the Participating Regions

The Borrower shall, through the MOE and NTF, assist the Participating Regions to
i mpl enent their respective Inplenmentation Plans in accordance with criteria acceptable
to the Bank.

E. Grants for Dissem nation of Best Practices

1. Reci pients of Grants for Dissem nation of Best Practices shall be selected in
accordance with specific eligibility criteria and a nodel grant agreenent set forth in
the Operational Manual acceptable to the Bank.

2. The itens eligible to be financed under the Grants shall be determined by the
Borrower in accordance with criteria acceptable to the Bank.

F. Moni t ori ng and Eval uati on



The Borrower shall

(a) mai ntain policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators acceptable to the Bank,
the carrying out of the Project and the achievenent of the objectives thereof;

(b) prepare, under termnms of reference satisfactory to the Bank, and furnish
to the Bank, on or about June 30, 2004, a report integrating the results of the
nmoni toring and evaluation activities perfornmed 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 out the neasures reconmended to ensure
the efficient carrying out of the Project and the achi evenent of the objectives
thereof during the period follow ng such date; and

c review wi th the Bank, by Septenmber 1, 2004, or such later date as the
Bank shall request, the report referred to in sub-paragraph (b) of this paragraph
and, thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evenent of the objectives thereof, based on the concl usions and
recomrendati ons of the said report and the Bank’s views on the matter

Annex to SCHEDULE 5

Principal Terns and Conditions
of the Subsidiary Loan Agreements

The following terms and conditions of on-lending shall apply for the purposes of
the Subsidiary Loan Agreenents entered into pursuant to Section 3.02 (c) of this
Agr eenent :

1. Princi pal Anpbunt of Subsidiary Loans

The Borrower shall nake available to the Participating Region the proceeds of
the Loan allocated to the Participating Region under the respective categories of the
table set forth in paragraph 1 of Schedule 1 to this Agreenent. One-half (50% of such
anount shall be on a grant basis and one-half shall be repayable through a Subsidiary
Loan. The princi pal anount of each Subsidiary Loan shall be denomi nated in dollars
(determined as of the date or respective dates of withdrawal fromthe Loan Account or
paynent out of the Special Account) and be equal to the value of the currency or
currencies so withdrawn or paid on account of goods or services financed out of the
proceeds of the Subsidiary Loan for the Inplenentation Plans carried out by the
Parti ci pati ng Regi on concer ned.

2. Repaynment Term

The Subsidiary Loan shall be repayable by the Participating Region over a period
of up to seventeen (17) years, inclusive of a grace period of up to five (5) years

3. Interest and O her Paynents

The Participating Region shall pay: (i) interest on the repayable portion of the
Subsi diary Loan withdrawn and outstanding fromtine to tinme, at a variable rate
equivalent to two and one-half percent (2.50% above the interest rate deternmined in
accordance with the provisions of Section 2.06 of this Agreenent; and (ii) a
conmi tment charge on the repayable portion of the Subsidiary Loan at the rate equal to
the rate payable by the Borrower according to Section 2.05 of this Agreenent.

4. The Participating Region shall undertake to

(a) carry out the respective Regional Inplenmentation Plan with due diligence
and efficiency and in conformty with appropriate adnministrative, financial and
education practices, and provide, pronptly as needed, the funds, facilities, services
and other resources required for the Regional |nplenentation Plan

(b) i ntroduce changes in the | evel of per capita financing for genera
educati on expenditures as specified for each Participating Region in the Operationa



Manual in accordance with criteria acceptable to the Bank;

(c) report to the Bank and the Borrower, annually, on the status of the
activities being carried out in the Participating Region under the Project, with
reference to the indicators referred to in Paragraph F.1 (a) of Schedule 5 to this
Agr eenent ;

(d) mai ntain records and accounts adequate to reflect in accordance with
sound accounting practices the operations, resources and expenditures in respect of
the activities financed out of the proceeds of the respective Subsidiary Loan, and to
record separately the operations, resources and expenditures related to the Subsidiary
Loan;

(e) procure, in accordance with the provisions of Schedule 4 to this
Agreement, the goods, works and consultants services required under the respective
Regi onal | nplenentation Plan and to be financed out of the proceeds of the respective
Subsi di ary Loan;

(f) carry out of the obligations set forth in Sections 9.04, 9.05, 9.06,
9.07, 9.08 and 9.09 of the General Conditions in respect of its activities under the
respective Regional |nplenmentation Plan;

(9) provi de assi stance to and cooperate with the NTF with respect to the
NTF' s procurenment, disbursenent, accounting and reporting functions under Part B and
C.2 of the Project;

(h) give the Borrower the right to suspend or terninate the right of the
Partici pating Region to the use of the proceeds of the Subsidiary Loan upon failure by
such party to performits obligations under the Subsidiary Loan; and

(i) ensure that sufficient annual allocations will be made with the
Partici pating Region's budget for the Borrower’s counterpart contribution to the costs
of its respective part of Parts B and C.2 of the Project.

SCHEDULE 6
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1) through (3) 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 proceeds of the Loan allocated fromtine to tinme to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term"Authorized All ocation" neans an anount equival ent to $2, 000, 000
to be wthdrawmn fromthe Loan Account and deposited into the Special Account pursuant
to paragraph 3 (a) of this Schedul e, provided, however, that unless the Bank shall
ot herwi se agree, the Authorized Al location shall be Iimted to an anmbunt equivalent to
$1, 000, 000 until the aggregate amount of withdrawals fromthe Loan plus the total
anmount of all outstanding special comitnents entered into by the Bank pursuant to
Section 5.02 of the General Conditions shall be equal to or exceed the equival ent of
$8, 000, 000.

2. Paynents out of the respective Special Account shall be nade exclusively for
eligible expenditures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence satisfactory to it that the respective
Speci al Account has been duly opened, withdrawals of the Authorized Allocation and
subsequent withdrawal s to replenish the respective Special Account shall be nade as



foll ows:

(a) For withdrawal s of the Authorized Al location, the Borrower shall furnish
to the Bank a request or requests for deposit into the respective Special Account of
an amount or anounts which do not exceed the aggregate amount of the Authorized
Al'l ocation. On the basis of such request or requests, the Bank shall, on behalf of the
Borrower, withdraw fromthe Loan Account and deposit into the respective Special
Account such anpunt or anounts as the Borrower shall have requested.

(b) (i) For repl eni shment of the respective Special Account, the Borrower
shall furnish to the Bank requests for deposits into the
respective Special Account at such intervals as the Bank shall
speci fy.

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Bank the docunments and ot her evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the
Borrower, withdraw fromthe Loan Account and deposit into the
Speci al Account such armount as the Borrower shall have requested
and as shall have been shown by said docunents and ot her evidence

to have been paid out of the Special Account for eligible

expendi tures. Al such deposits shall be wi thdrawn by the Bank

fromthe Loan Account under the respective eligible Categories,

and in the respective equival ent anpbunts, as shall have been

justified by said docunments and ot her evidence.

4. For each payment made by the Borrower out of the Special Account, the Borrower
shall, at such time as the Bank shall reasonably request, furnish to the Bank such
docunents and ot her evidence showi ng that such paynent was nade excl usively for

el i gi bl e expenditures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the Bank shall
not be required to make further deposits into the Special Account:

(a) if, at any tine, the Bank shall have determ ned that all further
wi t hdrawal s shoul d be nade by the Borrower directly fromthe Loan Account in
accordance with the provisions of Article V of the General Conditions and paragraph
(a) of Section 2.02 of this Agreemnent;

(b) if the Borrower shall have failed to furnish to the Bank, 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 Bank pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Borrower of its
intention to suspend in whole or in part the right of the Borrower to nake w t hdrawal s
fromthe Loan Account pursuant to the provisions of Section 6.02 of the General
Condi tions; or

(d) once the total unw thdrawn amount of the Loan allocated to the eligible
Categories, mnus the total anmount of all outstanding special comritments entered into
by the Bank pursuant to Section 5.02 of the General Conditions with respect to the
Project, shall equal the equivalent of twice the anpbunt of the Authorized Allocation.

Thereafter, withdrawal fromthe Loan Account of the remaining unw t hdrawn anmount of
the Loan allocated to the eligible Categories shall follow such procedures as the Bank
shal|l specify by notice to the Borrower. Such further withdrawal s shall be rmade only
after and to the extent that the Bank shall have been satisfied that all such anmounts
remai ni ng on deposit in the Special Account as of the date of such notice will be
utilized in maki ng paynments for eligible expenditures.

6. (a) If the Bank shall have determi ned at any time that any paynment out of the
Speci al Account: (i) was made for an expenditure or in an anount not eligi bl e pursuant
to paragraph 2 of this Schedule; or (ii) was not justified by the evidence furnished



to the Bank, the Borrower shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an anmpunt equal to the anmpunt
of such payment or the portion thereof not so eligible or justified. Unless the Bank
shal | otherwi se agree, no further deposit by the Bank into the Special Account shal
be made until the Borrower has provided such evidence or made such deposit or refund
as the case may be

(b) If the Bank shall have determi ned at any tine that any anopunt outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expendi tures, the Borrower shall, pronptly upon notice fromthe Bank, refund to the

Bank such outstandi ng anount.

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

(d) Refunds to the Bank made pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the Loan Account for subsequent withdrawal or for
cancellation in accordance with the rel evant provisions of this Agreenent, including
the General Conditions.



