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AGREEMENT, dated May 5, 1999, between REPUBLI C OF CROATI A (the Borrower) and
| NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT ('t he 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;

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 |
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 amended
through December 2, 1997) (the General Conditions) constitute an integral part of this
Agreement.

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:



(a) “APMC” means the Agency for the Protection of Market Competition
established pursuant to the Law on Production of Market Competition dated July 14,
1998, as amended on May 21, 1997 and June 30, 1998;

(b) “Beneficiary Agencies” means collectively APMC, CBS, CROSEC, ORESE, SDA,
SGA, URA, MOE and BRA (as hereinafter defined);

(c) “BRA” means the Bank Rehabilitation Agency established pursuant to the
Law on the State Bank Agency for Savings Deposit Insurance and Bank Rehabilitation,
dated June 3, 1994, as amended on June 5, 1998;

(d) “CBS” means the Central Bureau of Statistics established pursuant to the
Law on Establishment and Operations of Ministries and State Administrative
Organizations, dated October 10, 1994, as amended on October 30, 1996 and December 5,
1997, and pursuant to the Law on State Statistics dated July 7, 1994;

(e) “CROSEC” means the Croatian Securities and Exchange Commission
established pursuant to the Law on Sale and Issuance of Securities dated December 27,
1995, as amended on October 28, 1998;

® “Eligible Categories” means Categories (1), (2) and (3) set forth in the
table in Part A.1 of Schedule 1 to this Agreement;

(9) “Eligible Expenditures” means the expenditures for goods and services
referred to in Section 2.02 (a) of this Agreement;

(h) “MOE" means the Borrower’s Ministry of Economy;

0] “ORESE” means the Office for Restructuring and Economics of State-Owned

Enterprises established pursuant to the Act on Office for Restructuring and Economics
of State-Owned Enterprises dated April 10, 1993, or any legal successor or successors
thereto;

0] “PIU” means the Project Implementation Unit within the Ministry of
Finance;

(K) “Project Management Report” means each report prepared in accordance with
Section 4.02 of this Agreement;

0] “SDA” means the Securities Depository Agency established pursuant to the
Law on Sale and Issuance of Securities dated December 27, 1995, as amended on October
28, 1998;

(m) “SGA” means State Geodetic Administration established pursuant to the Law
on Establishment and Operations of Ministries and State Administrative Organizations
dated October 10, 1994, as amended on October 30, 1996 and December 5, 1997;

(n) “Special Account” means the account referred to in Part B of Schedule 1
to this Agreement; and

(0) “URA” means Utilities Regulatory Agency to be established for the
purposes of regulating infrastructure services in industries such as
telecommunications, gas and electrical power.

ARTICLE Il
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Loan Agreement an amount equal to seven
million three hundred thousand Dollars ($7,300,000).

Section 2.02. The amount of the Loan may be withdrawn from the 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 reasonable cost of
goods and services required for the Project and to be financed out of the proceeds of
the Loan.



Section 2.03. The Closing Date shall be June 30, 2003 or such later date as the
Bank shall establish. The Bank shall pronptly notify the Borrower of such |ater date.

Section 2.04. The Borrower shall pay to the Bank a fee in an anount equal to one
percent (1% of the anount 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 amount 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 annum on the principal anount of the
Loan not withdrawn fromtime to time.

Section 2.06. (a) The Borrower shall pay interest on the principal anount 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 from and 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 following Interest Payment

Date.

(i)  “Interest Payment Date” means any date specified in Section 2.07
of this Agreement.

(i) “LIBOR Base Rate” means for each Interest Period, the London

interbank offered rate for six-month deposits in Dollars for value the

first day of such Interest Period (or, in the case of the

initial Interest Period, for value the Interest Payment Date occurring

on or next preceding the first day of such Interest Period), as
reasonably determined by the Bank and expressed as a percentage
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 weighted
average margin, for such Interest Period, below (or above) the London
interbank offered rates, or other reference rates, for six-month
deposits, in respect of the Bank’s outstanding borrowings or
portions thereof allocated by the Bank to fund single currency loans
or portions thereof made by it that include the Loan; as reasonably

determined by the Bank and expressed as a percentage per annum.

(c) The Bank shall notify the Borrower of LIBOR Base Rate and LIBOR Total
Spread for each Interest Period, promptly upon the determination thereof.

(d) Whenever, in light of changes in market practice affecting the
determination 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 modify the basis for determining the interest
rates applicable to said Loan upon not less than six (6) months’ notice to the
Borrower of the new basis. The new basis shall become 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 modification shall not apply to said Loan.

Section 2.07. Interest and other charges shall be payable semiannually in
arrears on April 15 and October 15 in each year.

Section 2.08. The Borrower shall repay the principal amount of the Loan in
accordance with the amortization schedule set forth in Schedule 3 to this Agreement.

ARTICLE Il



Execution of the Project

Section 3.01. (a) The Borrower declares its commtnment to the objectives of the
Project, and, to this end, shall carry out the Project through Beneficiary Agencies
with due diligence and efficiency and in conformity with appropriate administrative
and financial practices, and shall provide, 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 Borrower and the Bank shall otherw se agree, the Borrower shall
carry out the Project in accordance with the Inplenmentation Programset forth in
Schedule 5 to this Agreenent.

Section 3.02. Except as the Bank shall otherw se agree, procurenent of the goods
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
Agreement.

Section 3.03. For the purposes of Section 9.07 of the General Conditions and
without limitation thereto, the Borrower shall:

@) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six (6) months after the Closing Date or such later date as
may be agreed for this purpose between the Borrower and the Bank, a plan for the
future operation of the Project; and

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

ARTICLE IV
Financial Covenants

Section 4.01. (a) The Borrower shall maintain a financial management system,
including records and accounts, and prepare financial statements in a format
acceptable to the Bank, adequate to reflect the operations, resources and expenditures
related to the Project.

(b) The Borrower shall:

0] have the records, accounts and financial statements referred to in
paragraph (a) of this Section and the records and accounts for the
Special Accounts for each fiscal year audited, in accordance with
auditing standards acceptable to the Bank, consistently applied, by
independent auditors acceptable to the

Bank;

(i)  furnish to the Bank as soon as available, but in any case not
later than six (6) months after the end of each such year, (A)
certified copies of the financial statements referred to in
paragraph (a) of this Section for such year as so audited, and
(B) an opinion on such statements, records and accounts and
report of such audit, by said auditors, of such scope and in such detail
as the 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 may 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 Project Management Reports or statements of
expenditure, the Borrower shall:

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



(ii) retain, until at |east one year after the Bank has received the

audit report for the fiscal year in which the last w thdrawal fromthe
Loan Account was made, all records (contracts, orders,
invoices, bills, receipts and ot her docurent s) evi denci ng such

expendi t ures;
(iii) enablethe Bank's representatives to examine such records; and

(iv)  ensure that such records and accounts are included in the annual

audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the statements of expenditure submitted during such fiscal
year, together with the procedures and internal controls involved in
their preparation, can be relied upon to support the related
withdrawals.

Section 4.02. (a) Without limitation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall carry out a time-bound action plan acceptable to the
Bank for the strengthening of the financial management system referred to in paragraph
(a) of said Section 4.01 in order to enable the Borrower, not later than May 15, 2001,
or such later date as the Bank shall agree, to prepare quarterly Project Management
Reports, acceptable to the Bank, each of which:

0] (A) sets forth actual sources and applications of funds for the
Project, both cumulatively and for the period covered by said report,
and projected sources and applications of funds for the
Project for the six-month period following the period covered by
said report, and (B) 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-month period following the period covered

by said report;

@iy (A describes physical progress in Project implementation, both
cumulatively and for the period covered by said
report, and (B) explains variances between the actual and
previously forecast implementation targets; and

(i) sets forth the status of procurement 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.

(b) Upon the completion of the action plan referred to in paragraph (a) of
this Section, the Borrower shall prepare, in accordance with guidelines acceptable to
the Bank, and furnish to the Bank not later than forty-five (45) days after the end of
each calendar quarter a Project Management Report for such period.

ARTICLE V
Effective Date; Termination
Section 5.01. The following events are specified as additional conditions to the
effectiveness of the Loan Agreement within the meaning of Section 12.01(c) of the

General Conditions:

@ The PIU has been fully staffed with personnel whose qualifications,
experience and terms of reference are acceptable to the Bank; and

(b) The Borrower has furnished to the Bank an evidence regarding satisfactory
implementation of an action plan for the establishment of a financial management
system for the purposes of the Project, acceptable to the Bank.

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 Conditions.

ARTICLE VI



Representative of the Borrower; Addresses
Section 6.01. The Mnister of Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

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

For the Borrower:

M nistry of Finance
Kataneieeeva 5

10000 Zagreb
Croatia
Telex:
862-21215
862-28133
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 CROATIA
By /s/ Miomir u ul
Authorized Representative
INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT
By /s/ Arntraud Hartmann
Acting Regional Vice President
Europe and Central Asia
SCHEDULE 1
Withdrawal of the Proceeds of the Loan
A. General
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 itens so to be financed in each
Cat egory:

Anmount of the

Loan All ocated % of
(Expressed in Expendi t ures
Cat egory Dol | ar Equi val ent) to be Financed
(1) Goods 450, 000 100% of foreign
expendi tures, 100%
of
| ocal expenditures
(ex-factory cost),
and 85% of | ocal
expendi tures for
other itens procured
locally
(2) Consultants’ services, 5,430,000 100%
including auditing
3) Training and study 550,000 100%
tours
4) Fee 73,000 Amount due under
Section
2.04 of this
Agreement
(5) Unallocated 797,000
TOTAL 7,300,000
2. For the purposes of this Schedule:

@ the term “foreign expenditures” means expenditures in the currency of any
country other than that of the Borrower for goods or services supplied from the
territory of any country other than that of the Borrower;

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

(c) the term “training” means expenditures incurred on the account of the
Project and includes trainees’ fees, transportation costs, per diem allowances and
translation.

3. Notwithstanding the provisions of paragraph 1 above, no withdrawals shall be
made in respect of payments made for expenditures prior to the date of this Agreement,
except that withdrawals, in an aggregate amount not exceeding the equivalent of.
$730,000, may be made in respect of Categories (1) and (2) set forth in the table in
Part A.1 of this Schedule on account of payments made for expenditures before that
date but after February 11, 1999.

4. The Bank may require withdrawals from the Loan Account to be made on the basis
of statements of expenditure for: (a) goods under contracts costing less than the
equivalent of $100,000 each; (b) services provided by consulting firms under contracts
costing less than $100,000 equivalent; (c) services provided by individual consultants
under contracts costing less than the equivalent of $50,000 each, and (d) training,

all under such terms and conditions as the Bank shall specify by notice to the

Borrower.
B. Special Account
1. The Borrower shall open and maintain in Dollars a separate special deposit

account, in a commercial bank, on terms and conditions satisfactory to the Bank,
including appropriate protection against set-off, seizure and attachment.



2. After the Bank has received evidence satisfactory to it that a Special Account
has been opened, wi thdrawals fromthe Loan Account of anpunts to be deposited into the
sai d Special Account shall be nade as foll ows:

(a) until the Bank shall have received (i) the first Project Managenent
Report referred to in Section 4.02(b) of this Agreement, and (ii) a request fromthe
Borrower for withdrawal on the basis of Project Managenment Reports, withdrawal s shall
be made in accordance with the provisions of Annex Ato this Schedule 1; and

(b) upon recei pt by the Bank of a Project Managenent Report pursuant to
Section 4.02(b) of this Agreenment, acconpanied by a request fromthe Borrower for
wi t hdrawal on the basis of Project Management Reports, all further wthdrawals shall
be made in accordance with the provisions of Annex B to this Schedule 1.

3. Paynents out of the Special Account shall be made exclusively for Eligible
Expendi tures. For each paynment nade 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 nmade excl usively for
El i gi bl e Expendi tures.

4. Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the Bank shall not
be required to make further deposits into the Special Account:

(a) if the Bank determines at any time that any Project Managenent Report
does not adequately provide the information required pursuant to Section 4.02 of this
Agr eenent ;

(b) if the Bank deternmines at any time that all further withdrawal s shoul d be
made by the Borrower directly fromthe Loan Account; or

(c) 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 (A) the records and accounts for the Special Account, or (B) the records
and accounts reflecting expenditures with respect to which w thdrawal s were nade on
the basis of Project Managenent Reports.

5. The Bank shall not be required to nake further deposits into the Special Account
in accordance with the provisions of Part B.2 of this Schedule 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 nake w thdrawal s fromthe Loan Account pursuant to
Section 6.02 of the General Conditions. Upon such notification, the Bank shall
determine, in its sole discretion, whether further deposits into the Special Account
may be made and what procedures should be foll owed for making such deposits, and shall
notify the Borrower of its determi nation.

6. (a) If the Bank deternmines at any tine that any paynment out of the Special
Account was made for an expenditure which is not an Eligible Expenditure, or was not
justified by the evidence furnished to the Bank, the Borrower shall, pronmptly upon

notice fromthe Bank, provide such additional evidence as the Bank nay request, or
deposit into the Special Account (or, if the Bank shall so request, refund to the
Bank) an anount equal to the ampunt of such paynent. Unless the Bank shall otherw se
agree, no further deposit by the Bank into the Special Account shall be made until the
Borrower has provi ded such evidence or nade such deposit or refund, as the case may
be.

(b) If the Bank determines at any tine that any anmount outstanding in the
Speci al Account will not be required to cover paynents for Eligible Expenditures
during the six-nonth period followi ng such deternination, the Borrower shall, pronmptly

upon notice fromthe Bank, refund to the Bank such outstandi ng anpunt.

(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 nmade pursuant to sub-paragraph (a), (b) or (c) of
this paragraph 6 shall be credited to the Loan Account for subsequent w thdrawal or



for cancellation in accordance with the provisions of the Loan Agreenent.
Annex A to SCHEDULE 1

Qperation of Special Account Wien Wthdrawal s Are Not Made
On the Basis of Project Managenent Reports

1. For the purposes of this Annex, the term “Authorized Allocation” means an amount
equivalent to $1,000,000 to be withdrawn from the Loan Account and deposited into the
Special Account pursuant to paragraph 2 of this Annex; provided, however, that unless

the Bank shall otherwise agree, the Authorized Allocation shall be limited to an

amount equivalent to $500,000 until the aggregate amount of withdrawals from the Loan
Account, plus the total amount of all outstanding special commitments entered into by

the Bank pursuant to Section 5.02 of the General Conditions shall equal or exceed the
equivalent of $2,000,000.

2. Withdrawals of the Special Account’s Authorized Allocation and subsequent
withdrawals to replenish the Special Account shall be made as follows:

@) For withdrawals of the Special Account’s Authorized Allocation, the
Borrower shall furnish to the Bank a request or requests for deposit into the Special
Account of an amount or amounts which in the aggregate do not exceed the Authorized
Allocation. On the basis of each such request, the Bank shall, on behalf of the
Borrower, withdraw from the Loan Account and deposit into the Special Account such
amount as the Borrower shall have requested.

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

3. The Bank shall not be required to make further deposits into the Special
Account, once the total unwithdrawn amount of the Loan minus the total amount of all
outstanding special commitments entered into by the Bank pursuant to Section 5.02 of
the General Conditions, shall equal the equivalent of twice the amount of the Special
Account’s Authorized Allocation. Thereafter, withdrawal from the Loan Account of the
remaining unwithdrawn amount of the Loan 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.

Annex B to SCHEDULE 1

Operation of Special Account When Withdrawals Are Made
On the Basis of Project Management Reports

1. Except as the Bank may otherwise specify by notice to the Borrower, all
withdrawals from the Loan Account shall be deposited by the Bank into the Special
Account in accordance with the provisions of Schedule 1 to this Agreement. Each such
deposit into the Special Account shall be withdrawn by the Bank from the Loan Account
under one or more of the Special Account’s Eligible Categories.

2. Each application for withdrawal from the Loan Account for deposit into the
Special Account shall be supported by a Project Management Report.

3. Upon receipt of each application for withdrawal of an amount of the Loan, the
Bank shall, on behalf of the Borrower, withdraw from the Loan Account and deposit into
the Special Account an amount equal to the lesser of: (a) the amount so requested;



and (b) the amount which the Bank has determ ned, based on the Project Managenent
Report acconpanying said application, is required to be deposited in order to finance
El i gi bl e Expenditures during the six-nmonth period follow ng the date of such report;
provi ded, however, that the anmount so deposited, when added to the amount indicated by
said Proj ect Managenent Report to be remaining in the Special Account, shall not
exceed the equival ent of $1, 500, 000.

SCHEDULE 2
Description of the Project

The objective of the Project is to support devel opnent of enabling business
environment for private sector growth.

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 Regul atory and Institutional Franework for Public Uilities

1. Provi si on of advisory services and goods to ORESE and URA to devel op detail ed
regul ati ons, design organi zational structure for URA and build its regul atory
capacity, including devel opnent and inplenentation of a staff recruitnent and training
program

2. Provi sion of advisory services and goods to MOXE for devel opi ng a conprehensive
legislation for the energy sector and carrying out tariffs and distribution market
studi es for the gas sub-sector.

Part B: Strengt heni ng of the APMC

1. Provi si on of advisory services to APMC to devel op an enabling |legislation for
the 1995 Conpetition Law.

2. Provi sion of advisory services and training to support: (a) preparation of a
devel oprment plan for the APMC, including design of recruitnent and training prograns;
and (b) the design and inplenmentation of a public relations canpaign to encourage
busi ness conpliance with the 1995 Conpetition Law.

Part C Strengt heni ng of the CROSEC and SDA

Provi sion of advisory services and training to CROSEC and SDA to support their
institutional devel opnent.

Part D: Support for Registry Reform

Provision of advisory services to support the Borrower’s program of
harmonization of the cadastre with the European coding system.

Part E: Strengthening of the CBS

1. Provision of advisory services and training to CBS to develop an institutional
development plan for CBS and develop a training program for managers and
statisticians.

2. Provision of advisory services to prepare the new system of national accounts
and price statistics.

Part F: Assistance to the BRA
Provision of advisory services and institutional support to the BRA.
Part G: Support to the PIU
Provision of advisory services to assist the PIU in the establishment of a

financial management system, Project management and accounting and auditing of Project
accounts.



* * %

The Project is expected to be conpleted by Decenber 31, 2002.
SCHEDULE 3
Anortization Schedul e
Paynent of Principal
(Expressed in
Dat e Payment Due Dol | ars) *
On each April 15 and Cctober 15

begi nni ng Cctober 15, 2004
through April 15, 2014 365, 000

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

SCHEDULE 4

Procur enent
Section |. Procurenent of GCoods
Part A Gener al

Goods shall be procured in accordance with the provisions of Section | of the

“Guidelines for Procurement under IBRD Loans and IDA Credits” published by the Bank in
January 1995 and revised in January and August 1996, September 1997 and January 1999
(the Guidelines) and the following provisions of Section | of this Schedule.
Part B: International Competitive Bidding
1. Except as otherwise provided in Part C of this Section, goods 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 following provisions shall apply to goods to be procured under contracts
awarded in accordance with the provisions of paragraph 1 of this Part B.

@ Preference for domestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Guidelines and Appendix 2



thereto shall apply to goods manufactured in the territory of the Borrower.
Part C Gt her Procurenent Procedures
1. I nternational Shopping

Goods estimated to cost |ess than $300, 000 equi val ent per contract, up to an
aggregate anount not to exceed $400, 000 equival ent, may be procured under contracts
awar ded on the basis of international shopping procedures in accordance with the
provi sions of paragraphs 3.5 and 3.6 of the Cuidelines.

2. 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 $100, 000 equival ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.

Part D: Revi ew by the Bank of Procurenment Decisions
1. Pr ocurenent Pl anni ng

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

2. Prior Review

(a) Wth respect to each contract for goods estimated to cost the equival ent
of $300, 000 or nore, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to
the Guidelines shall apply.

(b) Wth respect to the first contracts for goods to be awarded under the
provisions of Part C.1 and Part C. 2 of this Section, the follow ng procedures shall

apply:

(i) prior to the selection of a supplier under shopping procedures,
t he Borrower shall provide to the Bank a report on the conparison and
eval uati on of quot ati ons recei ved;

(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
Appendix 1 to the Gui del i nes shal |l 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 |I. Enpl oynent of Consultants
Part A Gener al

Consultants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the “Guidelines: Selection and Employment of
Consultants by World Bank Borrowers” published by the Bank in January 1997 and revised
in September 1997 and January 1999 (the Consultant Guidelines) and the following
provisions of Section Il of this Schedule.

Part B: Quality- and Cost-based Selection



1. Except as otherwise 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 selection of consultants.

2. The following provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph.
The short list of consultants for services under Part G of the Project, estimated to

cost less than $200,000 equivalent per contract, may comprise entirely national
consultants in accordance with the provisions of paragraph 2.7 of the Consultant
Guidelines.

Part C: Other Procedures for the Selection of Consultants
1. Least-cost Selection

Services for carrying out an audit of the Project accounts under Part G of the
Project estimated to cost less than $100,000 equivalent per contract may be procured
under contracts awarded in accordance with the provisions of paragraphs 3.1 and 3.6 of
the Consultant Guidelines.

2. Individual Consultants

Services for Project management and for other 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
Appendix 1 to the Consultant Guidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review

@ With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $200,000 or more, 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) With respect to each contract for the employment of consulting firms,
estimated to cost more than the equivalent of $100,000, but less than the equivalent
of $200,000, the procedures set forth in paragraphs 1,2 (other than the second
subparagraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines shall

apply.

(c) With respect to each contract for the employment of individual
consultants estimated to cost the equivalent of $50,000 or more, the qualifications,
experience, terms of reference and terms of employment 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.

3. Post Review

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

apply.
SCHEDULE 5



| mpl erent ati on Program
1. During the execution of the Project, the Borrower shall:

(a) ensure that the Borrower’s Ministry of Finance shall have overall
responsibility for monitoring of the Project implementation and shall coordinate the
activities of the Beneficiary Agencies;

(b) maintain the PIU within the Ministry of Finance with staff and other
resources and terms of references satisfactory to the Bank and which shall be
responsible for Project management and implementation, including: (i) coordination of
the activities of the Beneficiary Agencies; (ii) preparation of bidding and contract
documents and the undertaking of procurement procedures under the Project; (iii)
maintenance of the Project records including the Special Account, and arranging for
the audit thereof; and (iv) preparation and furnishing to the Bank of quarterly
reports on the status of the Project implementation; and

(c) cause the Beneficiary Agencies to carry out the following Parts of the
Project: (i) ORESE and URA — Part A.1; (ii) MOE — Part A.2; (iii) APMC — Part B; (iv)
CROSEC and SDA - Part C; (v) SGA — Part D; (vi) CBS — Part E of the Project; and (vii)
BRA — Part F of the Project.

2. The Borrower shall:

@) maintain policies and procedures adequate to enable it to monitor and
evaluate on an ongoing basis, in accordance with indicators acceptable to the Bank,
the carrying out of the Project and the achievement of the objectives thereof;

(b) prepare, under terms of reference satisfactory to the Bank, and furnish
to the Bank, on or about July 31, 2001, a report integrating the results of the
monitoring and evaluation 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 measures recommended to ensure
the efficient carrying out of the Project and the achievement of the objectives
thereof during the period following such date; and

(c) review with the Bank, by October 31, 2001, or such later date as the Bank
shall request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all measures required to ensure the efficient completion of the
Project and the achievement of the objectives thereof, based on the conclusions and
recommendations of the said report and the Bank’s views on the matter.



