Public Disclosure Authorized

Public Disclosure Authorized

CONFORMED COPY

CREDI T NUMBER 3195 TO

Proj ect Agreenent

(Pilot Social Fund Project)

bet ween

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

and

AGENCE D’'APPUI AUX INITIATIVES DE BASE-SAVANES

Dated May 3, 1999
CREDIT NUMBER 3195 TO
PROJECT AGREEMENT

AGREEMENT, dated May 3, 1999 between the INTERNATIONAL DEVELOPMENT ASSOCIATION
(the Association) and AGENCE D’APPUI AUX INITIATIVES DE BASE-SAVANES (AGAIB-Savanes).

WHEREAS (A) by the Development Credit Agreement of even date herewith between
Togolese Republic (the Borrower) and the Association, the Association has agreed to
make available to the Borrower an amount in various currencies equivalent to three
million eight hundred thousand Special Drawing Rights (SDR 3,800,000), on the terms
and conditions set forth in the Development Credit Agreement, but only on conditions
that AGAIB-Savanes agree to undertake such obligations toward the Association as are
set forth in this Agreement;

(B) by a Convention to be entered into between the Borrower and
AGAIB-Savanes, a part of the proceeds of the credit provided for under the Development
Credit Agreement will be made available to AGAIB-Savanes on the terms and conditions
set forth in said Convention; and

WHEREAS AGAIB-Savanes, in consideration of the Association’s entering into the
Development Credit Agreement with the Borrower, has agreed to undertake the
obligations set forth in this Agreement;

NOW THEREFORE the parties hereto hereby agree as follows:



ARTI CLE |
Definitions

Section 1.01. Unless the context otherwi se requires, the several terns defined
in the Devel opnent Credit Agreement and in the General Conditions (as so defined) have
the respective meanings therein set forth.

ARTI CLE 1|
Execution of the Project

Section 2.01. (a) AGAIB-Savanes declares its commitnent to the objectives of the
Project as set forth in Schedule 2 to the Devel opment Credit Agreenent and, to this
end, shall carry out the Project with due diligence and efficiency and in conformty
with appropriate administrative, financial, engineering and environnental practices,
and shall provide, or cause to be provided, pronptly as needed, the funds, facilities,
services and other resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Association and AGAl B- Savanes shal |l otherw se agree, AGAl B-Savanes
shal | carry out the Project in accordance with the |nplenentation Programset forth in
the Schedule to this Agreement.

Section 2.02. Except as the Association 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 Credit shall be governed by the provisions of Schedule 3 to
the Development Credit Agreement.

Section 2.03. AGAIB-Savanes shall carry out the obligations set forth in
Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions (relating to
insurance, use of goods and services, plans and schedules, records and reports,
maintenance and land acquisition, respectively) in respect of the Project Agreement.

Section 2.04. AGAIB-Savanes shall duly perform all its obligations under the
AGAIB-Savanes Convention and the Operating Manual. Except as the Association shall
otherwise agree, AGAIB-Savanes shall not take or concur in any action which would have
the effect of amending, abrogating, assigning or waiving the AGAIB-Savanes Convention
and the Operating Manual or any provision thereof.

Section 2.05. (a) AGAIB-Savanes shall, at the request of the Association,
exchange views with the Association with regard to the progress of the Project, the
performance of its obligations under this Agreement, the AGAIB-Savanes Convention and
the Operating Manual, and other matters relating to the purposes of the Credit;

(b) AGAIB-Savanes shall promptly inform the Association of any condition
which interferes or threatens to interfere with the progress of the Project, the
accomplishment of the purposes of the Credit, or the performance by AGAIB-Savanes of
its obligations under this Agreement, the Convention and the Operating Manual; and

(c) Without limitation upon the generality of the foregoing, AGAIB-Savanes
shall participate fully in the reviews referred to in paragraph B.2 (b) of Schedule 4
to the Development Credit Agreement and, to this end, shall: (a) furnish to the
Borrower and the Association such reports as may be required for that purpose, and in
such detail as the Borrower or the Association shall reasonably request, on the
progress and status of the Project; (b) following each annual review, act promptly and
diligently in order to take, or assist the Borrower in taking, any corrective action
deemed necessary to remedy any shortcoming noted in the implementation of the Project,
or to implement, or assist the Borrower in implementing, such other measures as may
have been agreed upon between the parties in furtherance of the objectives of the
Project; and (c) take all measures on its part to organize, in conjunction with the
Association and the Borrower, the workshop referred to in paragraph B.2 (e) of
Schedule 4 to the Development Credit Agreement.

ARTICLE Il

Management and Operations of AGAIB-Savanes



Section 3.01. (a) AGAIB-Savanes shall carry on its operations and conduct its
affairs in accordance with sound adm nistrative, financial and environnental practices
under the supervision of qualified and experi enced managenent assisted by conpetent
staff in adequate nunbers

(b) AGAl B- Savanes shall ensure that the (i) the Regional Coordinator, the
Head of Finance and Accounting and the coordinators for each of Parts A, B and C of
the Project shall be appointed in accordance with the timetable specified in the
Qperating Manual; and (ii) the positions referred to in the precedi ng subparagraph
shal | be kept filled at all tinmes by persons, whose qualifications and experience
shal | have been conmunicated to the Association and found to be acceptable

Section 3.02. AGAIB-Savanes shall at all tinmes operate and naintain its
bui | di ngs, office space, equipnent, vehicles and other property, and fromtinme to
time, promptly as needed, nake all necessary repairs and renewals thereof, all in
accordance with sound technical, engineering, financial and environmental practices

Section 3.03. AGAIB-Savanes shall take out and maintain with responsible
insurers, or neke other provision satisfactory to the Association, for insurance
agai nst such risks and in such amounts as shall be consistent with appropriate
practice.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) AGAI B-Savanes shall establish and maintain a financial
managenent system including records and accounts, and prepare financial statenents,
all in accordance with accounting standards acceptable to the Associ ati on,
consistently applied, adequate to reflect its operations and financial condition and
to register separately the operations, resources and expenditures for and in
connection with the carrying out of the Project.

(b) AGAI B- Savanes shal |

(i) have its records, accounts and financial statenents (bal ance
sheet s,
statenents of incone and expenses and rel ated statenents),
i ncl udi ng those for t he AGAI B- Savanes Speci al Account, for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors
acceptable to the Association;

(ii) have its adm nistrative, technical and nanagerial performance for

each fiscal year audited by said auditors, having regard to the
provisions of its statutes and by-laws, and of this Agreenent, the
AGAI B- Savanes Convention and the Qperating Manual ;

(iii) furnish to the Association as soon as available, but in any case
not | ater than six (6) nmonths after the end of each such year,
(A) certified copies of its financial statements for such year as so
audited and (B) the report of such audit by said auditors of
such scope and in such detail as the Associ ation shal

have reasonably requested; and
(iv) furnish to the Association such other information concerning said
records, accounts and financial statements as well as the
audit thereof, as the Association shall fromtime to tine
reasonabl y request.
ARTI CLE V

Ef fective Date; Term nation;
Cancel | ati on and Suspensi on

Section 5.01. This Agreenent shall cone into force and effect on the date upon



whi ch the Devel opnent Credit Agreenment becones effective.

Section 5.02 (a) This Agreenent and all obligations of the Association and of
AGAl B- Savanes thereunder shall terminate on the earlier of the follow ng two dates:

(i) the date on which the Devel opnent Credit Agreenent shall term nate
in accordance with its terns; or

(ii) the date fifteen years after the date of this Agreenent.

(b) If the Devel opnent Credit Agreenent terminates in accordance with its
terms before the date specified in paragraph (a) (ii) of this Section, the Association
shall pronptly notify AGAI B- Savanes of this event.

Section 5.03. Al the provisions of this Agreenment shall continue in full force
and effect notw thstanding any cancel |l ati on or suspension under the General
Condi ti ons.

ARTI CLE VI
M scel | aneous Provi si ons

Section 6.01. Any notice or request required or permtted to be given or made
under this Agreement and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deened to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or radiogramto the party to which it is required or pernmitted to be given or
made at such party’s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or making such
request. The addresses so specified are:

For the Association:

International Development Association
1818 H Street, NW

Washington, DC 20433

United States of America

Cable address: Telex:
INDEVAS 248423 (MCI) or
Washington, DC 64145 (MCI)

For AGAIB-SAVANES:

B.P. 41
Dapaong
TOGO

Section 6.02. Any action required or permitted to be taken, and any document
required or permitted to be executed, under this Agreement on behalf of AGAIB-Savanes,
or by AGAIB-Savanes on behalf of the Borrower under the Development Credit Agreement,
may be taken or executed by the Regional Coordinator or such other person or persons
as the Regional Coordinator shall designate in writing, and AGAIB-Savanes shall
furnish to the Association sufficient evidence of the authority and the authenticated
specimen signature of each such person.

Section 6.03. This Agreement may be executed in several counterparts, each of
which shall be an original, and all collectively but one instrument.

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



| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON

By /s/ Theodore Ahlers
Acting Regional Vice President
Africa

AGENCE D’APPUI AUX INITIATIVES DE BASE-SAVANES

By /s/ Pascal A. Bodjona
Authorized Representative

SCHEDULE
Implementation Program
A. General

1. Except as the Association shall otherwise agree, in implementing the Project
AGAIB-Savanes shall: (i) apply criteria, policies, procedures and guidelines set out
in the Operating Manual, and (ii) not amend, or waive, or permit to be amended or
waived, the Operating Manual or any provision thereof, in a manner which, in the
opinion of the Association, may materially and adversely affect the implementation of
the Project.

2. AGAIB-Savanes shall operate under the overall control of a Board of Directors
consisting of seven (7) members, including four (4) representatives of civil society
and three (3) representatives of relevant technical ministries of the Borrower.

3. The Board of Directors shall appoint a Regional Coordinator, who shall, subject
to the overall control of the Board of Directors, be responsible for the day to day
management of activities under the Project.

4, Each Regional Screening Committee shall consist of five (5) members, including
three (3) representatives of civil society and two (2) representatives of relevant
technical ministries of the Borrower.

B. Part A of the Project
5. Eligibility Criteria for Subprojects

Without limitation upon the provisions of paragraph 1 above, no Subproject shall
be eligible for financing out of the proceeds of the Credit unless AGAIB-Savanes has
determined, on the basis of an appraisal conducted in accordance with the guidelines
set forth in the Operating Manual, that the Subproject satisfies the eligibility
criteria specified below and in more detail in the Operating Manual, which shall
include, inter alia, the following:

@) the Subproject shall be initiated by a Beneficiary;

(b) the Subproject shall be submitted to AGAIB-Savanes by an Implementing
Agency;

(c) the Subproject shall be for any of the types of infrastructure referred
to in Part A of the Project;

(d) the Subproject shall have been reviewed by the Borrower’s Ministry
responsible for the particular sector within which the Subproject falls for its
conformity with the relevant sector policies and applicable regulations and received a
non-objection from that Ministry;



(e) t he Subproject shall be economically, financially, environnentally and
technically sound in accordance with the criterial/paraneters specified in the
Oper ati ng Manual ;

(f) the Subproject shall not be considered for financing unless adequate
arrangements are in place for the financing by the Beneficiary of maintenance and
ot her increnental recurrent costs, if any; and

(9) the Beneficiary shall provide at |east 15% of the estimated Subproject
costs in the formof |and, buildings, cash, materials, |abor or other services.
6. Procedur es

(a) Applications for Grants to finance Subprojects shall be prepared by
Beneficiaries, and submtted to AGAI B-Savanes, which shall, in the circunstances

described in subparagraph A 1(d) of Schedule 4 to the Devel opment Credit Agreenent,
refer themto the Regional Screening Conmittee.

(b) Subj ect to the decision of the Regional Screening Conmttee, and to
approval guidelines prescribed in the Operating Manual, applications for Grants shall
be approved by the Regi onal Coordi nator.

7. Terms and Conditions of Grants nmde for Subprojects

Subprojects shall be carried out pursuant to Financing Agreenents, to be
concl uded bet ween AGAI B- Savanes and the | npl enenting Agency, under terns and

conditions satisfactory to the Association, which, inter alia, shall include the
fol |l owi ng:

(a) financing shall be on a grant basis;

(b) the obligation to carry out the Subproject in accordance with the

Operating Manual, with due diligence and efficiency and in accordance with sound
environmental , technical, financial and managerial standards and to maintain adequate
records to reflect, in accordance with sound accounting practices, the operations,
resources and expenditures in respect of the Subproject;

(c) the requirenent that: (i) the goods, works and services to be financed
fromthe proceeds of the Credit shall be procured in accordance with the procedures
set forth in Schedule 3 to the Devel opnent Credit Agreenent; and (ii) such goods,
wor ks and services shall be used exclusively in the carrying out of the Subproject;

(d) the right of AGAIB-Savanes to inspect, by itself, or jointly with the
Association, if the Association shall so request, the goods, work sites, plants and
construction included in the Subproject, the operations thereof and any rel evant
records and documnents;

(e) the right of AGAIB-Savanes to obtain all information as AGAI B- Savanes or
the Associ ation shall reasonably request regarding the adm nistration, operations and
financial conditions of the Subproject; and

(f) the right of AGAIB-Savanes to suspend or terminate the right of the
| npl ementing Agency to use the proceeds of the Grant for the Subproject upon failure
by the Inplenmenting Agency to performany of its obligations under its Financing
Agr eenent .

8. AGAI B- Savanes shall submit to the Association, for its review or approval, as
the case may be:

(a) bef ore the begi nning of each Project Year, a proposed annual work
program including a proposed budget and financing plan, for the forthcom ng fiscal
year; and

(b) sem annual and annual progress reports on the status of the Project,
i ncludi ng regul ar beneficiary feedback reports and Subprojects conpletion reports.



C. Part B of the Project

Any use of the proceeds of the Credit for the benefit of formal or infornmal
financial institutions shall be in accordance with the criteria set forth in
par agraphs 9 and 10 bel ow

9. No informal financial institution shall benefit fromthe provision of technical
advi sory services and training or the acquisition of equiprment and materials eligible
for financing out of the proceeds of the Credit unless AGAl B-Savanes has determ ned,
on the basis of an appraisal, that the informal financial institution satisfies the
eligibility criteria specified below which shall include, inter alia, the follow ng:

(a) the financial institution shall have been carrying out its activities for
two (2) years at least;

(b) the financial institutions shall have thirty (30) clients and members at
least, the majority of which shall be women; and

(c) the financial institution shall maintain written records and accounts
albeit in simplified manner, and prepare financial statements.

10. No formal financial institution shall benefit from social intermediation

services eligible for financing out of the proceeds of the Credit unless AGAIB-Savanes
has determined, on the basis of an appraisal, that the formal financial institution
satisfies the eligibility criteria specified below, which shall include, inter alia,

the following:

@) the financial institution shall have been carrying out financial
activities for three (3) years at least, and shall have a competent staff;

(b) the financial institution shall have maintained or published, in
accordance with sound accounting practices, its financial statements for the last
three (3) fiscal years; and

(c) the financial institution shall offer financial services appropriate to
low income clients.



