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AGREEMENT, dated April 16, 1999, between the REPUBLIC OF KAZAKHSTAN (the
Borrower) and the INTERNATIONAL BANK FOR RECONSTRUCTION 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, has requested the
Bank to assist in the financing of the Project; and

WHEREAS (B) the Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan 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 Loan and Guarantee

Agreements for Single Currency Loans” of the Bank, dated May 30, 1995, (as anended

t hrough Decenber 2, 1997) (the Ceneral Conditions) constitute an integral part of this
Agr eenent .



Section 1.02. Unless the context otherwise requires, the several terms defined
in the General Conditions and in the Preamble to this Agreement have the respective
meanings therein set forth and the following additional terms have the following
meanings:

@) “Bl P’ neans the Board of Investnent Projects established by the Borrower
within RSRE, and includes any successor or successors thereto.

(b) “DOR’ neans the Borrower’s Departnment of Autonobile Roads within the
MOTC, and includes any successor or successors thereto.

(c) “DORT” neans the Borrower’'s Departnent of Autonobile Road Transport
within the MOTC, and includes any successor or successors thereto.

(d) “MOF” neans the Borrower’s Mnistry of Finance, and includes any
successor or successors thereto.

(e) “MOTC’ neans the Borrower’'s Mnistry of Transport and Conmuni cations, and
i ncl udes any successor or successors thereto.

(f) “PIU" neans the Project Inplenmentation Unit referred to in paragraph 2 of
Schedule 5 to this Agreenent.

(9) “Project Preparation Advance” neans the project preparation advance
granted by the Bank to the Borrower pursuant to an exchange of letters signed by the
Bank on Septenber 27, 1996, and countersigned by the Borrower on Novenber 18, 1996,
and an exchange of letters signed by the Bank on Septenber 23, 1998, and countersigned
by the Borrower on Decenber 23, 1998.

(h) “RSRE" neans the Borrower’s Republican State Road Enterprise, and
i ncl udes any successor or successors thereto.
(i) “Speci al Account” neans the account referred to in Section 2.02 (b) of
this Agreenent.
(j) “WG' neans the Working Group referred to in paragraph 3 of Schedule 5 to
this Agreenent, and includes any successor or successors thereto.
ARTI CLE 1|
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the ternms and
conditions set forth or referred to in the Loan Agreenment, an anount equal to one
hundred million Dollars ($100, 000, 000).

Section 2.02. (a) The anpunt of the Loan nay be wi thdrawn fromthe Loan Account
in accordance with the provisions of Schedule 1 to this Agreement for expenditures
made (or, if the Bank shall so agree, to be made) in respect of the reasonabl e cost of
goods, works and services required for the Project described in Schedule 2 to this
Agreenent and to be financed out of the proceeds of the Loan and in respect of
interest and ot her charges on the Loan.

(b) The Borrower may, for the purposes of the Project, open and nmaintain in
Dol ars a special deposit account in a comercial bank, acceptable to the Bank, on
terns and conditions acceptable to the Bank, including appropriate protection agai nst
set-of f, seizure or attachnent. Deposits into, and paynents out of, the Special
Account shall be nade in accordance with the provisions of Schedule 6 to this
Agr eenent .

(c) Pronptly after the Effective Date, the Bank shall, on behalf of the
Borrower, wi thdraw fromthe Loan Account and pay to itself the anpbunt required to
repay the principal anount of the Project Preparation Advance w t hdrawn and
out standi ng as of such date and to pay all unpaid charges thereon. The unw t hdrawn
bal ance of the authorized anount of the Project Preparation Advance shall thereupon be
cancel ed.



Section 2.03. The Closing Date shall be December 31, 2004, or such later date as
the Bank shall establish. The Bank shall promptly notify the Borrower of such later
date.

Section 2.04. The Borrower shall pay to the Bank a fee in an amount equal to one
percent (1%) of the amount of the Loan. On or promptly after the Effective Date, the
Bank shall, on behalf of the Borrower, withdraw from the Loan Account and pay to
itself the amount of the said fee.

Section 2.05. The Borrower shall pay to the Bank a commitment charge at the rate
of three-fourths of one percent (3/4 of 1%) per annum on the principal amount of the
Loan not withdrawn from time to time.

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

(b) For the purposes of this Section:

(@) “Interest Period” neans the initial period fromand including the
date of this Agreement to, but excluding, the first Interest Payment Date
occurring thereafter, and after the initial period, each period
from and including an Interest Payment Date to, but excluding the
next follow ng Interest Payment Dat e.

(ii) “LI BOR Base Rate” neans, for each Interest Period, the London
i nt er bank offered rate for six-nmonth deposits in Dollars for
value the first day of such Interest Period (or, in the case of the
initial Interest Period, for value the I nterest 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

(iii) “LIBOR Total Spread” neans, for each Interest Period: (A
three-fourths one percent (3/4 of 1%; (B) mnus (or plus) the weighted
average margin, for such Interest Period, below (or above) the London
i nterbank offered rates, or other reference rates, for six-nonth
deposits, in respect of the Bank’s outstanding borrowi ngs or
portions thereof allocated by the Bank to fund single currency | oans
or portions thereof nade by it that include the Loan; as reasonably

determ 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 determination thereof.

(d) Whenever, in light of changes in market 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 nmay nodify the basis for determ ning the interest
rates applicable to the Loan upon not |ess than six (6) nonths’ notice to the Borrower
of the new basis. The basis shall beconme effective on the expiry of the notice period
unl ess the Borrower notifies the Bank during said period of its objection thereto, in
whi ch case said nodification shall not apply to the Loan.

Section 2.07. Interest and other charges shall be payable seniannually 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.

ARTI CLE 111
Execution of the Project

Section 3.01. (a) The Borrower declares its commtnent to the objectives of the
Project as set forth in Schedule 2 to this Agreenment, and, to this end, shall carry



out Parts A, B, C and E of the Project through BIP and PIU, and Part D of the Project
through the WG, all with due diligence and efficiency and in conformity with
appropriate administrative, financial, engineering, environmental, and technical
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 Bank shall otherwise agree, the Borrower shall
carry out the Project and carry out Parts A, B, and C of the Project through BIP and
PIU, Part D of the Project through the WG, all in accordance with the Implementation
Program set forth in Schedule 5 to this Agreement. Section 3.02. Except as the Bank
shal | otherwi se agree, procurenment 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 Agreenent.

Section 3.03. For the purposes of Section 9.08 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 C osing Date or such |ater date as
may be agreed for this purpose between the Borrower and the Bank, a plan designed to
ensure the continued achi evenent of the Project objectives; and

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

Section 3.04. The Borrower shall take all neasures necessary and appropriate to
ensure satisfactory maintenance of its national, transnational and regional (Qblast)
road network, including the provision of adequate funding for such maintenance, and
shal | spend for maintenance and rehabilitation of its national and transnational road
network no less than $100 nmillion equivalent in calendar year 1999, no |less than $125
mllion equivalent in calendar year 2000, and no less than $150 nmillion equivalent in
cal endar year 2001 and each year thereafter.

Section 3.05. The Borrower shall: (a) by March 31, 2000, review, under terns of
ref erence acceptable to the Bank, its system of road user charges and discuss with the
Bank the result of such review, and (b) increase gradually road user charges paid by
truck and bus owners or operators so that the sumof all such charges shall be at
| east 75 percent of the road use cost attributable to trucks and buses by Septenber
30, 2000, and 100 percent of such costs by Septenber 30, 2002, and thereafter.

ARTI CLE 1V
Fi nanci al Covenants
Section 4.01. (a) The Borrower shall nmaintain or cause to be nmintained a
financi al managenent system including records and accounts, and prepare financial

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

(b) The Borrower shall:

(i) have the records, accounts and financial statenents referred to in
par agr aph (a) of this Section, and the records and accounts for the
Speci al Account, for each fiscal year audited, in accordance with
appropriate auditing standards acceptable to the Bank consistently
applied, by independent auditors acceptabl e to the Bank;

(ii) furnish to the Bank as soon as avail able, but in any case not
| ater than six nmont hs after the end of each such year, (A) certified
copi es of the financial statenents referred to in paragraph (a) 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 shal |

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 from time to time reasonably
request.

(c) For all expenditures with respect to which withdrawals from the Loan
Account were made on the basis of 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 Bank has received the

audit report for the fiscal year in which the last withdrawal from the
Loan Account was made, all records (contracts, orders,
invoices, bills, receipts and other documents) evidencing such
expenditures;
(iii) enabl e the Bank’s representatives to exam ne such records; and
(iv) ensure that such records and accounts are included in the annual
audi t referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the statements of 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

wi t hdr awal s.
ARTI CLE V
Ef fecti veness Date; Terni nation

Section 5.01. The following events are specified as additional conditions to the
ef fectiveness of the Loan Agreement within the neaning of Section 12.01 (c) of the
General Conditions:

(a) the financial managenent systemreferred to in Section 4.01 (a) of this
Agreement has been established in the PIU;

(b) the auditors referred to in Section 4.01 (b) (i) of this Agreenent have
been appointed to undertake the audit for the first fiscal year during Project
i mpl ementation in accordance with Section 4.01(b) (i) of this Agreenent; and

(c) the PIU has been established in accordance with paragraph 2 of Schedule 5
to this Agreenment. Section 5.02. The date ninety (90) days after the date of this
Agreement is hereby specified for the purposes of Section 12.04 of the General
Condi ti ons.

ARTI CLE VI
Representative of the Borrower; Addresses
Section 6.01. The Mnister of the Borrower at the tine responsible for finance
is designated as representative of the Borrower for the purposes of Section 11.03 of
the General Conditions.

Section 6.02. The foll owi ng addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:
M nistry of Finance
60 Republic Avenue
473000, Astana
Republ i ¢ of Kazakhstan

Tel ex:



264126 (FILIN)
For the Bank:

International Bank for
Reconstruction and Development

1818 H Street, N.W.

Washington, D.C. 20433

United States of America

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

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.

REPUBLIC OF KAZAKHSTAN

By /s/ Bolat Nurgaliyev
Authorized Representative

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By /s/ Fred M. King
Acting Regional Vice President
Europe and Central Asia
SCHEDULE 1
Withdrawal of the Proceeds of the Loan

1. The table below sets forth the Categories of items to be financed out of the

proceeds of the Loan, the allocation of the amounts of the Loan to each Category and

the percentage of expenditures for items so to be financed in each Category:

Amount of the

Loan Allocated % of
(Expressed in Expenditures
Category Dollars to be Financed
Q) Civil works 70%
(a) Under Part A.1 of 61,800,000
the Project
(b) Under Part A.2 of 13,200,000
the Project
(2) Consultants’ services, 5,400,000 100%

including training
and study tours



3) Goods

(a) Under Part B of 5,200,000 100% of foreign
the Project expenditures, 100%
of local expendi-
(b) Under Parts C, E 1,400,000 tures
(ex-factory
and F of the Project cost) and 80%
of
local expenditures
for other items
procured locally
(4) PIU Incremental 1,100,000 100%
Operating Costs
(5) Refunding of Project 1,100,000 Amounts due
pursuant
Preparation Advance to Section 2.02 (c)
of this Agreement
(6) Fee 1,000,000 Amount due under
Section 2.04 of this
Agreement
) Unallocated 9,800,000
TOTAL 100,000,000
2. For the purposes of this Schedule:
@) the term“forei gn expendi tures” nmeans 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“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“Increnental Operating Costs” neans the increnental operating
costs incurred by the PIU on account of Project inplenmentation, nmanagenent, nonitoring
and supervision costs, including the cost of office space rental, equipnent and
supplies, utilities, repairs and mai ntenance thereof, communication, travel, audit of
Proj ect accounts, and PIU consultants, but excluding salaries of officials of the
Bor r owner .

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of payments nade for expenditures:

(a) prior to the date of this Agreenent;

(b) under Category (1) (b), unless the Borrower has devel oped the economc,

technical, environnental and operational data and informati on acceptable to the Bank
with respect to the rehabilitation works under Part A 2 of the Project in accordance
wi th paragraph 6 of Schedule 5 to this Agreenent; and

(c) under Category (3) (a), unless the Borrower has established systens,
procedures, and technical standards acceptable to the Bank, for programing,
contracting, and execution of routine and wi nter maintenance on the Al maty-Karaganda
road in accordance wth paragraph 4 of Schedule 5 to this Agreenent, and for the
renting of equipment agreed with the Bank.

4, The Bank may require withdrawals fromthe Loan Account to be nmade on the basis

of statements of expenditure for expenditures for: (a) goods under contracts costing

| ess than $200, 000 equi val ent; (b) services under contracts costing |less than $100, 000
equi valent in case of firms, and under contracts costing |ess than $50, 000 equi val ent

in case of individuals; and (c) PIU incremental operating costs, under such terns and
conditions as the Bank shall specify by notice to the Borrower.



SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Borrower to develop more efficient
road and road transport subsectors in Kazakhstan.

The Project consists of the following parts, subject to such modifications
thereof as the Borrower and the Bank may agree upon from time to time to achieve such
objectives:

PART A: REHABILITATION OF NATIONAL ROADS

1. Rehabilitation of several selected segments of the national road network,
totaling about 500 kilometers, including the strengthening and reconstruction of
pavements, bringing particular road sections to common width standards, some limited
geometric improvements for safety reasons, improvements to drainage and repairs of
culverts, and bridge rehabilitation or replacement.

2. Rehabilitation of several selected segments of the national road network between
the cities of Karaganda and Astana, totaling about 100 kilometers, including the
strengthening and reconstruction of pavements, bringing particular road sections to
common width standards, some limited geometric improvements for safety reasons,
improvements to drainage and repairs of culverts, bridge rehabilitation or

replacement, and construction of bypasses.

3. Provi si on of engineering, procurenent and ot her consultants’ services and
training for the rehabilitation of national roads and supervision of construction of
road worKks.

PART B: STRENGTHENI NG OF ROUTI NE ROAD MAI NTENANCE

| mprovenent of the execution capacity of Kazakh road mai ntenance enterprises
t hrough the provision of equipment and spare parts for inproving routine road
mai nt enance.

PART C: I NSTI TUTI ONAL STRENGTHENI NG

| mprovenent of the institutional capacity of key government organizations in the
road subsector in a sustainable manner through: (a) the establishnent of planning,
budgeting and nonitoring procedures for the national and regional road network, based
on the objective assessnent of road condition and the econonic analysis of alternative
solutions, as well as the training of staff of MOTC and | ocal specialists in these
procedures, and technical support for preparation of national and regional (bl ast)
budgets in 2001; (b) the establishment of procedures for the supervision of road works
carried out under contracts on the national and regional road network, as well as the
training of staff of MOTC and | ocal specialists in these procedures; (c) the
preparation of training progranms for Kazakh contractors in subjects such as bid
preparation, contract adm nistration, cost control, managenent, and quality control;
(d) the strengthening of MOTC training capacity in the above three subjects; and (e)
provi sion of consultants’ services, training, study tours, and equi pnent for road
condi tion surveys, traffic surveys, data processing, on-site and | aboratory tests, and
of fice use.

PART D: ROAD TRANSPCORT LAWS, REGULATI ONS AND POLI CI ES

Devel opnent of a nodern |egal framework for road transport and the inprovenent
of the road subsector regulatory reginme as well as its enforcenent through: (a) the
i mprovenent and devel opment of |aws and regul ati ons pertinent to roads and road
transport, for exanple, the regulations on vehicle size and weight, on internationa
road freight transport, on traffic rules, on vehicle road worthiness and emni ssions
standards, and on inter-city and rural bus route operation, as well as the phasing out
(where applicable) of obsolete or contradictory regulations; (b) the inprovenment of
enforcement activities, through a clarification and better coordination of the roles
of the enforcement agencies involved, the elimnation of duplication and inefficient
control s, the strengthening of the agencies, and better information of the public; (c)



the improvement of systems to collect and process data on the road transport subsector

and to monitor its development; (d) the development of a more competitive market for

the provision of inter-city and rural passenger transport services, including the

devel oprment of independent bus stations; and (e) provision of consultants’ services
and training.

PART E: | MPROVEMENT | N ROAD SAFETY

I mprovenent in road safety including the following: (a) the setting up of a
temporary road safety task force and the preparation of a prelimnary National Road
Safety Action Plan and Local Safety Plans, which would outline the main features of
the national road safety policies, the main actions to be taken in the coning years
and noni torabl e objectives; (b) inmprovenents in the collection and processing of road
accident data, and in their dissenmination, (including inprovements in the nmethods for
identifying and anal yzi ng bl ack spots); (c) devel opment of road safety research in
Kazakhstan, including assisting |ocal road safety experts in carrying out detail ed
econom ¢ evaluations related to road accidents according to | atest international
procedures, and hel ping to establish |iaison between Kazakh institutes and
international road safety institutes; (d) inproved enforcenent of road safety rules
and regul ations by | aw enforcenent entities, including the provision of appropriate
equi pnent for the conduct of such activities; (e) the devel opment of a better
under st andi ng of road safety probl ens anbng young people and in the popul ation at
| arge and the correspondi ng pronotion of better driving behavior and safer traffic
practices, including, anmong other things, road safety publicity and awareness
canpai gns, the dissemination of related materials, road safety teaching in schools
and training of road safety instructors and teachers; (f) the review of the state of
exi sting, and possible provision of additional, energency medi cal and ot her equi prent
(ai r anbul ances, energency roadsi de tel ephones) for use in dealing with road
accidents; and (g) provision of consultants’ services, training, study tours, and
equi pnent for data collection, processing, and office use.

PART F: PRQIECT MANAGEMENT

| mprovenent of the PIU s capability to manage the Project through the provision
of consultants’ services, including auditing services, office space, office equipnent
and supplies, utilities, repairs and nmai ntenance, advertising and pronotion,

communi cation, training, travel, and any other goods and services necessary to the
Pl U s operations.

* % *
The Project is expected to be conpl eted by Decenber 31, 2003
SCHEDULE 3
Anmortization Schedul e

Paynent of Principa

Dat e Paynent Due (expressed in Dollars)*
Sept enber 15, 2004 2,120, 000
March 15, 2005 2,185, 000
Sept enber 15, 2005 2, 245, 000
March 15, 2006 2, 315, 000
Sept ember 15, 2006 2, 380, 000
March 15, 2007 2, 450, 000
Sept enber 15, 2007 2,525,000
March 15, 2008 2, 600, 000
Sept enber 15, 2008 2,675,000
March 15, 2009 2, 755, 000
Sept ember 15, 2009 2, 835, 000
March 15, 2010 2,920, 000
Sept enber 15, 2010 3, 005, 000
March 15, 2011 3, 095, 000
Sept enber 15, 2011 3, 185, 000
March 15, 2012 3, 280, 000

Sept enber 15, 2012 3, 375, 000



March 15, 2013 3,475,000

September 15, 2013 3,575,000
March 15, 2014 3,680,000
September 15, 2014 3,790,000
March 15, 2015 3,900,000
September 15, 2015 4,015,000
March 15, 2016 4,135,000
September 15, 2016 4,255,000
March 15, 2017 4,380,000
September 15, 2017 4,510,000
March 15, 2018 4,645,000
September 15, 2018 4,780,000
March 15, 2019 4,915,000
* The figures in this column 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 Gener al
Goods and works shall be procured in accordance with the provisions of Section |
of the "CQuidelines for Procurenent under |IBRD Loans and | DA Credits” published by the

Bank in January 1995 and revised in January and August 1996 and Septenber 1997 (the
Gui delines) and the following provisions of this Section.

Part B: I nternational Conpetitive Bidding
1. Except as otherw se provided in Part C of this Section, goods and works shall be
procured under contracts awarded in accordance with the provisions of Section Il of

the Guidelines and paragraph 5 of Appendix 1 thereto.

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

(a) Prequalification

Bi dders for civil works, estimated to cost $5,000,000 or nore, shall be
prequalified in accordance with the provisions of paragraphs 2.9 and 2.10 of the
Cui del i nes.

(b) Groupi ng of contracts

To the extent practicable, contracts for civil works shall be grouped in bid
packages estimated to cost $4, 000,000 equi val ent or nore each.

(c) Preference for donestically manufactured goods

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

(d) Notification and Advertising

The invitation to prequalify or bid for each contract estinmated to cost
$10, 000, 000 equi val ent or nore shall be advertised in accordance with the procedures
applicable to |large contracts under paragraph 2.8 of the Cuidelines.
Part C O her Procurenent Procedures

1. I nt ernati onal Shopping



Goods, estimated to cost less than $200,000 equivalent per contract, up to an
aggregate amount not to exceed $1,000,000 equivalent, may be procured under contracts
awarded on the basis of international shopping procedures in accordance with the
provisions of paragraphs 3.5 and 3.6 of the Guidelines.

2. National Shopping

Goods estimated to cost less than $75,000 equivalent per contract, up to an
aggregate amount not to exceed $350,000 equivalent, 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 the Guidelines.

Part D: Review by the Bank of Procurement Decisions
1. Procurement Planning

Prior to the issuance of any invitations to prequalify for bidding or 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 Guidelines. Procurement of all goods and works shall be undertaken
in accordance with such procurement plan as shall have been approved by the Bank, and
with the provisions of said paragraph 1.

2. Prior Review

@ With respect to each contract procured under Part B.1 of this Section,
the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall

apply.

(b) With respect to each contract procured under Parts C.1 and C.2 of this
Section, the following procedures shall apply:

@) prior to the selection of any supplier, the Borrower shall provide
to the Bank a report on the comparison and evaluation of quotations
received;

(i)  prior to the execution of any contract, 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) and 2 (g) and 3 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 the provisions of the
Introduction and Section IV of the “CGuidelines: Selection and Empl oynent of
Consul tants by World Bank Borrowers” published by the Bank in January 1997 and revised
in Septenber 1997 (the Consultant Cuidelines) and the follow ng provisions of Section
Il of this Schedul e.

Part B: Quality- and Cost-based Sel ection

Except as otherwi se provided in Part C of this Section, consultants’ services
shal | be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants.

Part C O her Procedures for the Selection of Consultants
1. Sel ection Based on Consultants Qualifications
Services, estimated to cost |ess than $100, 000 equi val ent per contract, nmay be

procured under contracts awarded in accordance with the provisions of paragraphs 3.1
and 3.7 of the Consultant Cuidelines.



2. Individual Consultants

Services for tasks that meet the requirements set forth in paragraph 5.1 of the
Consultant Guidelines 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.

Part D: Review by the Bank 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 Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. 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, the
procedures set forth in paragraphs 1, 2 (other than the third subparagraph of
paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines shall apply.

(b) Wth respect to each contract for the enploynent of individual
consultants, the qualifications, experience, terns of reference and terns of
enpl oynent of the consultants shall be furnished to the Bank for its prior review and
approval . The contract shall be awarded only after said approval shall have been
gi ven.

SCHEDULE 5
I mpl enent ati on Program
1. The Borrower shall:

(a) mai ntai n 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 achi evenent of the objectives thereof;

(b) prepare, under terns of reference acceptable to the Bank, and furnish to
the Bank, on or about January 31, 2001, a report integrating the results of the
nmonitoring and eval uation activities performed 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 nmeasures recommended to ensure
the efficient carrying out of the Project and the achi evement of the objectives
thereof during the period following such date; and

(c) review with the Bank, by March 31, 2001, or such later date as the Bank
shall request, the report referred to in subparagraph (b) of this paragraph, and,
thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evenment of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Bank views on the matter.

2. The Borrower shall, through RSRE, establish, and until conpletion of the
Project, maintain a Project Inplementation Unit within BIP for coordinating all the
activities under the Project, and shall ensure that the PIU functions at all tinmes in
a manner and with such staffing, organization, systens, including financial managenent
and control systems, funds, facilities and other resources acceptable to the Bank. The
PIU shall, for each cal endar year during Project inplenentation, prepare an annual
budget acceptable to the Bank of its proposed expenditures for the forthcom ng year.

3. The Borrower shall establish and, until conpletion of the Project, nmaintain a
Wor ki ng Group conprising representatives of DOTR, the Transport |nspectorate of MOTC,
and the Legal Division of MOTC to coordinate activities under Part D of the Project,
and shall ensure that the Ws functions at all tines in a manner and with such



staffing, funds, facilities and other resources acceptable to the Bank.

4, The Borrower shall, by December 31, 1999, formulate, adopt and implement
systems, procedures, and technical standards, acceptable to the Bank, for the
programming, contracting, and execution of routine and winter road maintenance on the
Almaty-Karaganda road.

5. The Borrower shall ensure that the construction of any new segments, if any,
that may be required for the rehabilitation of roads under the Project, is carried out

in accordance with the applicable policies of the Bank concerning environment and
resettlement, in a manner acceptable to the Bank.

6. Before implementing Part A.2 of the Project, the Borrower shall develop
economic, technical, environmental and operational data and information, under terms
of reference and of scope and detail acceptable to the Bank, with respect to the
rehabilitation works under Part A.2 of the Project.

SCHEDULE 6
Special Account
1. For the purposes of this Schedule:

@) the term*“eligible Categories” neans Categories (1), (2), (3) and (4) 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 time to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term “Authorized Allocation” neans an ampunt equivalent to
US$7, 000, 000 to be withdrawn 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 otherw se agree, the Authorized Allocation shall be limted to an
anount equi val ent to US$3, 500,000 until the aggregate ampunt of wi thdrawals fromthe
Loan Account plus the total anpunt of all outstanding special commitments entered into
by the Bank pursuant to Section 5.02 of the General Conditions shall be equal to or
exceed the equival ent of US$14, 000, 000.

2. Paynents out of the Special Account shall be nmade exclusively for eligible
expendi tures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence acceptable to it that the Special Account
has been duly opened, withdrawals of the Authorized Allocation and subsequent
withdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Bank a request or requests for deposit into the Special Account of an amount or
amount s whi ch do not exceed the aggregate anmount of the Authorized Allocation. On the
basi s of such request or requests, the Bank shall, on behalf of the Borrower, withdraw
fromthe Loan Account and deposit into the Special Account such anount or anopunts as
the Borrower shall have requested.

(b) (i) For repl eni shnent of the Special Account, the Borrower shall
furnish to the Bank requests for deposits into the Special Account
at such intervals as the Bank shal |l specify.

(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 Schedul e for the payment or paynments in respect
of which replenishnment is requested. On the basis of each such request,
the Bank shall, on behalf of the Borrower, wi thdraw fromthe Loan Account
and deposit into the Special Account such ampunt 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 expenditures. Al such deposits shall be wi thdrawn by the



Bank from the Loan Account under the respective eligible Categories, and in
the respective equivalent amounts, as shall have been justified by said
documents and other evidence.

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

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

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

(b) if the Borrower shall have failed to furnish to the Bank, within the
period of time specified in Section 4.01 (b) (ii) of this Agreement, 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 time, the Bank 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 Loan Account pursuant to the provisions of Section 6.02 of the General
Conditions; or

(d) once the total unwithdrawn amount of the Loan allocated to the eligible
Categories, minus the total amount of all outstanding special commitments 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 amount of the Authorized Allocation.
Thereafter, withdrawal from the Loan Account of the remaining unwithdrawn amount of
the Loan allocated to the eligible Categories shall follow such procedures as the Bank
shall specify by notice to the Borrower. Such further withdrawals shall be made only
after and to the extent that the Bank shall have been satisfied that all such amounts
remaining on deposit in the Special Account as of the date of such notice will be
utilized in making payments for eligible expenditures.

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

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

to the Bank, the Borrower shall, promptly upon notice from the Bank: (A) provide such
additional 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 amount equal to the amount

of such payment or the portion thereof not so eligible or justified. Unless the Bank

shall otherwise agree, no further deposit by the Bank 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 Bank shall have determined at any time that any amount outstanding
in the Special Account will not be required to cover further payments for eligible
expenditures, the Borrower shall, promptly upon notice from the Bank, refund to the
Bank such outstanding amount.

(c) The Borrower may, upon naotice 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 Schedule shall be credited to the Loan Account for subsequent withdrawal or for
cancellation in accordance with the relevant provisions of this Agreement, including
the General Conditions.



