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CREDI T NUMBER 3369 KG

Devel opnent Credit Agreenent

(On-Farmirrigation Project)

bet ween

KYRGYZ REPUBLI C

and

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

Dat ed June 29, 2000
CREDI T NUMBER 3369 KG
DEVELOPVENT CREDI T AGREEMENT

AGREEMENT, dated June 29, 2000, between KYRGYZ REPUBLI C (the
Borrower) and | NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON (the Associ ation).

WHEREAS t he Borrower, having satisfied itself as to the feasibility
and priority of the Project described in Schedule 2 to this Agreenent,
has requested the Association to assist in the financing of the Project;
and

WHEREAS t he Associ ation has agreed, on the basis, inter alia, of
the foregoing, to extend the Credit to the Borrower upon the terms and
conditions set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

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

Section 1.02. Unless the context otherw se requires, the several
terns defined in the General Conditions have the respective meanings



therein set forth and the following additional terns have the foll ow ng
neani ngs:

(a) “DWR’ neans Departnent of Water Resources of the Mnistry of
Agriculture and Water Resources of the Borrower or any successor thereto;

(b) “Eligible Categories” neans categories 1, 2, 3 and 4 set
forth in the table in paragraph 1 of Schedule 1 to this Agreenent;

(c) “Eli gi bl e Expenditures” neans the expenditures for goods,
wor ks and services referred to in Section 2.02 of this Agreenent;

(d) “Environmental Managenent Pl an” neans the environnental
mtigation plan for the Project, satisfactory to the Association,
prepared and adopted by the Borrower;

(e) “ICC’" neans the Inter-mnisterial Coordinating Conmittee of
the Borrower established by the Resolution of the Prinme-Mnister of the
Kyrgyz Republic No. 82-P, dated March 5, 1998;

(f) “MOAWR' neans the Mnistry of Agriculture and Water
Resources of the Borrower or any successor thereto;

(9) “Project Account” neans the account to be opened by the
Borrower for purposes of nmaking available its counterpart contribution to
the financing of the Project in accordance with the provisions of Section
3.02 of this Agreenent;

(h) “PIP" neans the Project Inplenentation Plan for the carrying
out of the Project prepared and adopted by the Borrower, as the same may
be amended fromtinme to time with the agreenent of the Association;

(i) “PlU" neans the Project Inplenentation Unit established by
MOAVR,

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

(k) “Son neans the currency of the Borrower;

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

Schedule 1 to this Agreenent; and

(m “Sub-project” nmeans a project for rehabilitation of a
specific irrigation distribution facility under Part B of the Project
selected in accordance with the provisions of Schedule 5 to this
Agr eenent ;

(n) “WUA" neans the Water Users Associations defined in the
Borrower’'s Decree No. 473, dated August 13, 1997.
ARTI CLE 1|
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on
the terms and conditions set forth or referred to in the Devel opnent
Credit Agreenent, an anmount in various currencies equivalent to fourteen
mllion nine hundred thousand Special Draw ng Ri ghts (SDR 14, 900, 000).

Section 2.02. The amount of the Credit may be wi thdrawn fromthe
Credit Account in accordance with the provisions of Schedule 1 to this
Agreement for expenditures made (or, if the Association shall so agree,
to be made) in respect of the reasonable cost of goods, works and
services required for the Project and to be financed out of the proceeds
of the Credit.



Section 2.03. The Cosing Date shall be March 31, 2007, or such
| ater date as the Association shall establish. The Association shall
pronptly notify the Borrower of such l|ater date.

Section 2.04. (a) The Borrower shall pay to the Association a
conm tment charge on the principal anmount of the Credit not w thdrawn
fromtime to tine at a rate to be set by the Association as of June 30 of
each year, but not to exceed the rate of one-half of one percent (1/2 of
1% per annum

(b) The conmitnent charge shall accrue: (i) fromthe date sixty
(60) days after the date of this Agreenent (the accrual date) to the
respective dates on which anmounts shall be withdrawn by the Borrower from
the Credit Account or canceled; and (ii) at the rate set as of the June
30 imedi ately preceding the accrual date and at such other rates as may
be set fromtine to tine thereafter pursuant to paragraph (a) above. The
rate set as of June 30 in each year shall be applied fromthe next date
in that year specified in Section 2.06 of this Agreenent.

(c) The conmitnent charge shall be paid: (i) at such places as
the Association shall reasonably request; (ii) w thout restrictions of
any kind inposed by, or in the territory of, the Borrower; and (iii) in
the currency specified in this Agreenent for the purposes of Section 4.02
of the General Conditions or in such other eligible currency or
currencies as may fromtinme to time be designated or selected pursuant to
the provisions of that Section.

Section 2.05. The Borrower shall pay to the Association a service
charge at the rate of three-fourths of one percent (3/4 of 1% per annum
on the principal anmount of the Credit withdrawn and outstanding fromtinme
to tine.

Section 2.06. Conmitnent charges and service charges shall be
payabl e sem annually on April 15 and October 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow,
the Borrower shall repay the principal anpbunt of the Credit in sem annual
instal | nents payabl e on each April 15 and Cctober 15 commenci ng Cctober
15, 2010, and ending April 15, 2040. Each installnment to and including
the install ment payable on April 15, 2020 shall be one percent (1% of
such principal anount, and each installnment thereafter shall be two
percent (2% of such principal anount.

(b) Whenever: (i) the Borrower’s per capita gross national
product (GNP), as determined by the Association, shall have exceeded for
three consecutive years the | evel established annually by the Association
for determining eligibility to access the Association’s resources; and
(ii) the Bank shall consider the Borrower creditworthy for Bank | ending,
the Associ ation may, subsequent to the review and approval thereof by the
Executive Directors of the Association and after due consideration by
them of the devel opnent of the Borrower’s econony, nodify the repaynment
of installments under paragraph (a) above by: (A) requiring the Borrower
to repay tw ce the amount of each such installment not yet due until the
princi pal amount of the Credit shall have been repaid; and (B) requiring
the Borrower to commence repayment of the principal anmount of the Credit
as of the first semi annual paynent date referred to in paragraph (a)
above falling six nonths or nore after the date on which the Association
notifies the Borrower that the events set out in this paragraph (b) have
occurred, provided, however, that there shall be a grace period of a
m ni mum of five years on such repaynent of principal.

(c) If so requested by the Borrower, the Association may revise
the nodification referred to in paragraph (b) above to include, in lieu
of sone or all of the increase in the amounts of such installments, the
paynent of interest at an annual rate agreed with the Association on the
princi pal anmount of the Credit w thdrawn and outstanding fromtime to
tine, provided that, in the judgnent of the Association, such revision



shal | not change the grant el ement obtained under the above-nentioned
repayment nodification

(d) If, at any tinme after a nodification of terns pursuant to
paragraph (b) above, the Association deternines that the Borrower’s
econonmi ¢ condition has deteriorated significantly, the Association nay,
if so requested by the Borrower, further nodify the terns of repaynment to
conformto the schedul e of installnents as provided in paragraph (a)
above.

Section 2.08. The currency of the United States of Anerica is
hereby specified for the purposes of Section 4.02 of the Genera
Condi ti ons.

ARTI CLE 111
Execution of the Project

Section 3.01. (a) The Borrower declares its commitnent to the
objectives of the Project as set forth in Schedule 2 to this Agreenent,
and, to this end, shall carry out the Project through MOAWR wi th due
diligence and efficiency and in conformity with appropriate
adm ni strative, financial, technical, irrigation and environnmenta
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 Association shal
ot herwi se agree, the Borrower shall carry out the Project in accordance
with the Inplenmentation Programset forth in Schedule 4 to this
Agr eenent .

Section 3.02. Wthout limtation upon any of its obligations under
Section 3.01 of this Agreenment, the Borrower shall

(a) by January 31, 2001, open the Project Account in a
commerci al bank acceptable to the Association, and deposit into said
Account an initial ampunt equivalent to US$25, 000;

(b) thereafter, maintain the Project Account and replenish said
Account pronptly before each quarter with sufficient funds to enable the
Borrower to nmeet its obligations under Section 3.01 of this Agreenent for
such period

(c) use the amount in said Project Account exclusively for
financing the Borrower’s contribution to Project expenditures; and

(d) ensure that sufficient allocations will be nmade in the
Borrower’s budget for the Borrower’s counterpart contribution to the
costs of the Project.

Section 3.03. 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 this Agreenent.

Section 3.04. For the purposes of Section 9.07 of the Genera
Conditions and without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the
Associ ation, and furnish to the Association not |ater than six (6) nonths
after the Closing Date or such later date as nay be agreed for this
pur pose between the Borrower and the Association, a plan for the future
operation of the Project; and

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



ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall establish and maintain a
financi al management system including records and accounts, and prepare
financial statenents in a format acceptable to the Association, adequate
to reflect the operations, resources and expenditures related to the
Proj ect .

(b) The Borrower shall:
(i) have the records, accounts and financial statenents
referred to in paragraph (a) of this Section and the

records and accounts for the Special Account for

each fiscal year audited, in accordance with auditing standards
acceptable to the Association, consistently applied
by i ndependent auditors acceptable to the Associ ati on;

(ii) furnish to the Association as soon as avail abl e, but
in any case not |ater than six nonths 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 statenents, records and accounts and report
of such audit, by said auditors, of such scope and in such

detail as the Association shall have reasonably requested
and

(iii) furnish to the Association such other infornation
concerni ng such records and accounts, and the audit
t hereof, and concerning said auditors, as the

Association may fromtine to tine reasonably request.

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

(i) mai ntain or cause to be maintained, in accordance
wi th paragraph (a) of this Section, records and
separate accounts reflecting such expenditures;

(ii) retain, until at |east one year after the Association
has received the audit report for the fiscal year in
which the last withdrawal fromthe Credit

Account was nmade, all records (contracts, orders, invoices, bills,
receipts and ot her documents) evidencing such
expendi tures;

(iii) enable the Association’s representatives to exani ne
such records; and

(iv) ensure that such records and accounts are included in
the annual audit referred to in paragraph (b) of
this Section and that the report of such audit

contains a separate opinion by said auditors as to whether the
Pr oj ect Managenent Reports or statenents of
expendi ture submtted during such fiscal year
together with the procedures and internal controls involved in their
preparation, can be relied up on to support the
rel ated w t hdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section
4.01 of this Agreenent, the Borrower shall carry out a time-bound action
pl an acceptable to the Association for the strengthening of the financia
managenent systemreferred to in paragraph (a) of said Section 4.01 in



order to enable the Borrower, not |ater than June 30, 2001, or such later
date as the Association shall agree, to prepare quarterly Project
managenent reports, acceptable to the Association, each of which

(i) (A) sets forth actual sources and applications of
funds for the Project, both curul atively and for the
period covered by said report, and projected sources

and applications of funds for the Project for the six-nonth period
foll ow ng the period covered by said report, and (B)
shows separately expenditures financed out of the
proceeds of the Credit during the period covered by said

report and expenditures proposed to be financed out of the

proceeds of the Credit during the six-nmonth
period followi ng the period covered by said
report;

(ii) (A) describes physical progress in Project
i mpl enentati on, both cumul atively and for the period
covered by said report, and (B) explains variances between

the actual and previously forecast inplenentation targets;
and

(iii) sets forth the status of procurenent under the
Proj ect and expendi tures under contracts financed out of
the proceeds of the Credit, as at the end of the

period covered by said report.

(b) Upon the conpletion of the action plan referred to in
paragraph (a) of this Section, the Borrower shall prepare, in accordance
wi th guidelines acceptable to the Association, and furnish to the
Associ ation not |ater than 45 days after the end of each cal endar quarter
a Proj ect Managenent Report for such period.

ARTI CLE V
Renedi es of the Association

Section 5.01. Pursuant to Section 6.02 (I) of the Genera
Conditions, the follow ng additional event is specified, nanely, that the
PI P shall have been anended, suspended, abrogated or wai ved wi thout the
Associ ation’s prior consent.

Section 5.02. Pursuant to Section 7.01 (h) of the Genera
Condi tions, the follow ng additional event is specified, nanely, the
event specified in Section 5.01 of this Agreenment shall occur.

ARTI CLE VI
Ef fective Date; Term nation

Section 6.01. The following event is specified as an additiona
condition to the effectiveness of the Devel opnment Credit Agreenent w thin
the meani ng of Section 12.01 (b) of the General Conditions, nanely, that
the PIU has been established within MOAWR and is operational with
structure, functions and staffing satisfactory to the Associ ati on.

Section 6.02. The date ninety (90) days after the date of this
Agreement is hereby specified for the purposes of Section 12.04 of the
CGeneral Conditions.

ARTI CLE VI |
Representative of the Borrower; Addresses
Section 7.01. The M nister of Finance of the Borrower is designated

as representative of the Borrower for the purposes of Section 11.03 of
the General Conditions



Section 7.02. The foll owi ng addresses are specified for the
pur poses of Section 11.01 of the General Conditions:

For the Borrower:
M nistry of Finance
Er ki ndi k Boul evard, 58
Bi shkek 720874
Kyrgyz Republic

Tel ex:

245156 NUR KH

For the Associ ation:

I nternational Devel opnment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of America

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

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

KYRGYZ REPUBLI C

By /s/ Baktybek Abdrissaev
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Kiyoshi Kodera
Acting Regional Vice President
Europe and Central Asia

SCHEDULE 1
Wt hdrawal of the Proceeds of the Credit
A Gener al
1. The table below sets forth the Categories of itens to be financed
out of the proceeds of the Credit, the allocation of the amounts of the
Credit to each Category and the percentage of expenditures for itens so
to be financed in each Category:

Anmpunt of the
Credit Allocated % of



(Expressed in Expendi t ures

Cat egory SDR Equi val ent) to be Financed
(1) Vor ks 9, 830, 000 75%
(2) CGoods 1, 200, 000 100% of foreign

expendi tures

100% of | oca

expendi tures
(ex-factory

costs) and 70% of

| ocal
expendi tures for other
itens procured
local ly
(3) Consul tant s’ 1, 570, 000 100%
services including
audi ts and training
(4) I ncrenent al 820, 000 80% of expenditures
Qperating i ncurred through
costs Decenber 31, 2003
60% t hr ough
Decenber 31, 2004;
30% t hr ough
Decenber 31, 2005
and
0% t hereaf ter
(5) Unal | ocat ed 1, 480, 000
TOTAL 14, 900, 000
2. For the purposes of this Schedul e:
(a) the term“forei gn expendi tures” neans expenditures in the

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

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

(c) the term“increnental operating costs” means operating
expenses of DWR and Pl U which would not have been incurred absent the
Proj ect including, but without limtation, expenses in respect of |oca
staff salaries, other than civil servants’ salaries, office rental and
furniture, utility services, travel, operation and maintenance of
equi pnent and vehi cl es, and consumabl e of fi ce supplies, based upon an
annual budget acceptable to the Bank

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s
shal | be made in respect of:

(a) paynents made for expenditures prior to the date of this
Agreement; and

(b) wor ks for any Sub-project under Part B of the Project unti
the Associ ation has received and approved a report referred to in
paragraph 2 of Part A of Schedule 5 to this Agreenent.

4, The Association may require withdrawals fromthe Credit Account to
be made on the basis of statenents of expenditure for expenditures for:
(a) goods under contracts costing |ess than $100, 000 equi val ent each; (b)



wor ks under contracts costing |ess than $500, 000 equival ent each; (c)
servi ces under contracts costing |l ess than $100, 000 equi val ent each for
consulting firnms and | ess than $40, 000 equi val ent each for individua
consultants; and (d) training, audits and incremental operating costs,
under such terns and conditions as the Association shall specify by
notice to the Borrower.

B. Speci al Account

1. The Borrower shall open and maintain in Dollars a special deposit
account, in a conmercial bank, on terms and conditions satisfactory to
the Associ ation, including appropriate protection agai nst set-off,

sei zure and attachnent.

2. After the Association has received evidence satisfactory to it that
the Special Account has been opened, withdrawals fromthe Credit Account
of anopunts to be deposited into the Special Account shall be nade as

foll ows:

(a) until the Association shall have received: (i) the first
Proj ect Managenent Report referred to in Section 4.02 (b) of this
Agreenent; and (ii) a request fromthe Borrower for w thdrawal on the
basis of Project Management Reports, withdrawals shall be nmade in
accordance with the provisions of Annex A to this Schedule 1; and

(b) upon recei pt by the Association of a Project Minagenent
Report pursuant to Section 4.02 (b) of this Agreenent, acconpanied by a
request fromthe Borrower for wi thdrawal on the basis of Project
Managenent Reports, all further w thdrawals shall be made in accordance
with the provisions of Annex B to this Schedul e 1.

3. Paynents out of the Special Account shall be nmade exclusively for
El i gi bl e Expenditures. For each paynent nmade by the Borrower out of the
Speci al Account, the Borrower shall, at such time as the Association

shal | reasonably request, furnish to the Association such docunents and
ot her evidence showi ng that such paynment was nade exclusively 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
Associ ation shall not be required to make further deposits into the
Speci al Account:

(a) if the Association determines at any tine that any Project
Managenent Report does not adequately provide the information required
pursuant to Section 4.02 of this Agreenent;

(b) if the Association determines at any tine that all further
wi t hdrawal s shoul d be nade by the Borrower directly fromthe Credit
Account; or

(c) if the Borrower shall have failed to furnish to the
Association within the period of time specified in Section 4.01 (b)(ii)
of this Agreenent, any of the audit reports required to be furnished to
the Association pursuant to said Section in respect of the audit of (A)
the records and accounts for the Special Account or (B) the records and
accounts reflecting expenditures with respect to which withdrawal s were
made on the basis of Project Managenent Reports

5. The Associ ation shall not be required to make further deposits into
the Special Account in accordance with the provisions of Part B.2 of this
Schedule if, at any tinme, the Association shall have notified the

Borrower of its intention to suspend in whole or in part the right of the
Borrower to make withdrawals fromthe Credit Account pursuant to Section
6.02 of the General Conditions. Upon such notification, the Association
shall determine, in its sole discretion, whether further deposits into
the Special Account may be made and what procedures shoul d be foll owed

for making such deposits, and shall notify the Borrower of its



det er mi nati on.

6. (a) If the Association determnes at any tine that any paynent
out of the Special Account was nmade for an expenditure which is not an

El i gi bl e Expenditure, or was not justified by the evidence furnished to
the Association, the Borrower shall, pronptly upon notice fromthe

Associ ation, provide such additional evidence as the Association may
request, or deposit into the Special Account (or, if the Association
shal | so request, refund to the Association) an anount equal to the
amount of such paynment. Unless the Association shall otherw se agree, no
further deposit by the Association into the Special Account shall be made
until the Borrower has provided such evidence or nade such deposit or
refund, as the case nay be.

(b) If the Association determines at any tinme that any anount
outstanding in the Special Account will not be required to cover paynments
for Eligible Expenditures during the six-nonth period follow ng such
determ nation, the Borrower shall, pronptly upon notice fromthe
Associ ation, refund to the Association such outstandi ng anount.

(c) The Borrower mmy, upon notice to the Association, refund to
the Association all or any portion of the funds on deposit in the Specia
Account .

(d) Refunds to the Associati on made pursuant to sub-paragraph
(a), (b) or (c) of this paragraph 6 shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in accordance with
the provisions of the Devel opment Credit 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 Al ocation”
neans an anount equival ent to $1, 000,000 to be withdrawn fromthe Credit
Account and deposited into the Special Account pursuant to paragraph 2 of
this Annex; provided, however, that, unless the Association shal

ot herwi se agree, the Authorized Allocation shall be linited to an anpunt
equi val ent to $500,000 until the aggregate ampbunt of wthdrawals fromthe
Credit Account, plus the total amount of all outstanding special
commitments entered into by the Association pursuant to Section 5.02 of
the General Conditions shall equal or exceed the equivalent of SDR

3, 000, 000

2. Wthdrawal s of the Authorized Allocation and subsequent wi thdrawal s
to replenish the Special Account shall be made as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower
shall furnish to the Association a request or requests for deposit into
the Special Account of an ampunt or anpunts which in the aggregate do not
exceed the Authorized Allocation. On the basis of each such request, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit
Account and deposit into the Special Account such anpbunt as the Borrower
shal | have requested

(b) For repl eni shnent of the Special Account, the Borrower shall
furnish to the Association requests for deposit into the Special Account
at such intervals as the Association shall specify. Prior to or at the
tinme of each such request, the Borrower shall furnish to the Association
t he docunments and other evidence required pursuant to Part B.3 of
Schedule 1 to this Agreement for the paynent or payments in respect of
whi ch repleni shment is requested. On the basis of each such request, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit
Account and deposit into the Special Account such anpbunt as the Borrower
shal | have requested and as shall have been shown by said docunents and
ot her evidence to have been paid out of the Special Account for Eligible



Expendi tures. Each such deposit into the Special Account shall be
wi t hdrawn by the Association fromthe Credit Account under one or nore of
the Eligible Categories.

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

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

Condi tions, shall equal the equival ent of twi ce the ambunt of the

Aut hori zed Allocation. Thereafter, w thdrawal fromthe Credit Account of
the remai ni ng unwi t hdrawn anmount of the Credit shall follow such
procedures as the Association shall specify by notice to the Borrower.
Such further withdrawals shall be nade only after and to the extent that
the Association shall have been satisfied that all such anmounts remaining
on deposit in the Special Account as of the date of such notice will be
utilized in making paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Qperation of Special Account When Wthdrawal s
Are Made On the Basis of Project Management Reports

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

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

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

3. Upon recei pt of each application for wthdrawal of an anount of the
Credit, the Association shall, on behalf of the Borrower, w thdraw from
the Credit Account and deposit into the Special Account an anmpunt equal
to the lesser of: (a) the amobunt so requested; and (b) the ampunt which
the Association has determ ned, based on the Project Minagenent Report
acconpanying said application, is required to be deposited in order to
finance Eligible Expenditures during the six-nonth period follow ng the
date of such report; provided, however, that the anpbunt so deposited,
when added to the amount indicated by said Project Managenent Report to
be remaining in the Special Account, shall not exceed the equival ent of
$2, 000, 000.

SCHEDULE 2
Description of the Project

The objective of the Project is to achieve increased crop
production, through reliable and sustainable water distribution on about
160, 000 hectares of irrigated | and across the seven obl asts of the
Bor r owner .

The Project consists of the follow ng parts, subject to such
nodi fications thereof as the Borrower and the Association may agree upon
fromtime to tine to achi eve such objectives:

Part A WUA Strengthening Services

1. Assi stance to MOAWR i n establishment and strengthening of WA
support units at the central office in Bishkek and at oblast and rayon
| evel through provision of technical assistance, training, vehicles,
of fice equi pnent and financing of DAR s increnmental operating costs.

2. Assi stance in establishment and strengthening of approxinmately 160
WUAs t hrough provision of technical assistance, training and snall



equi pnent .
Part B: Rehabilitation of Irrigation Systens

1. Rehabilitation of on-farmirrigation systens for approxi mately
160, 000 hect ares.

2. Rehabilitation of inter-farmirrigation systenms, for approxi mately
30, 000 hectares.

3. Provi sion of technical assistance to DWR for design and supervi sion
of irrigation systens rehabilitation

Part C Project |nplenentation
Project inplenentation support for PIU through provision of

techni cal assistance, including audit services, training, equipnent,
software, and financing of its incremental operating costs.

* * %
The Project is expected to be conpl eted by Septenber 30, 2006
SCHEDULE 3
Pr ocur enent
Section I. Procurenent of Goods and Works
Part A Gener a
Goods and works shall be procured in accordance with the provisions
of Section | of the “Guidelines for Procurenment under |BRD Loans and | DA
Credits” published by the Bank in January 1995 and revised in January and
August 1996, Septenber 1997 and January 1999 (the Cuidelines) and the
provisions of the followi ng Parts of this Section I.
Part B: I nternational Conpetitive Bidding
1. Except as otherw se provided in Part C of this Section, goods shal
be procured under contracts awarded in accordance with the provisions of
Section Il of the Cuidelines and paragraph 5 of Appendix 1 thereto.
2. The follow ng provisions shall apply to goods to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of
this Part B.
(a) Groupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in
bi d packages estimated to cost $100, 000 equi val ent or nore each.

(b) Preference for donestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Cuidelines and
Appendi x 2 thereto shall apply to goods nmanufactured in the territory of
t he Borrower.
Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Wrks estimated to cost |ess than $500, 000 equival ent per contract,
up to an aggregate anount not to exceed $19, 300, 000 equi val ent, nmay be

procured under contracts awarded in accordance with the provisions of
paragraphs 3.3 and 3.4 of the Cuidelines



2. I nternational or National Shopping

(a) Goods estimated to cost |ess than $100, 000 equi val ent per
contract, up to an aggregate anpunt not to exceed $1, 526, 000 equi val ent,
may be procured under contracts awarded on the basis of internationa
shoppi ng procedures in accordance with the provisions of paragraphs 3.5
and 3.6 of the Guidelines; and

(b) Goods estimated to cost |ess than $50, 000 equi val ent per
contract, up to an aggregate anpunt not to exceed $271, 000 equi val ent,
may be procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
the Guidelines

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

Prior to the issuance of any invitations to bid for contracts, the
proposed procurement plan for the Project shall be furnished to the
Association for its review and approval, in accordance with the
provi sions of paragraph 1 of Appendix 1 to the Cuidelines. Procurenment of
al |l goods and works shall be undertaken in accordance with such
procurenent plan as shall have been approved by the Association, and with
the provisions of said paragraph 1

2. Prior Review

(a) Wth respect to: (i) each contract for goods to be procured
in accordance with the procedures referred to in Part B above; and (ii)
the first two contracts for works to be procured in accordance with the
procedures referred to in Part C 1. above, the procedures set forth in
par agraphs 2 and 3 of Appendix 1 to the CGuidelines shall apply.

(b) Wth respect to the first two contracts to be procured in
accordance with the procedures referred to in Part C. 2 above, the
foll owi ng procedures shall apply:

(i) prior to the selection of any supplier under shopping
procedures, the Borrower shal | provide to the Association
a report on the conparison and eval uation of
guot ati ons received

(ii) prior to the execution of any contract procured under
shoppi ng procedures, the Borrower shall provide to the
Associ ation 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
Gui del i nes shal |l apply.

Section I1I. Enpl oynent of Consultants
Part A Gener a

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



Part B: Quality- and Cost-based Sel ection

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

Part C O her Procedures for the Selection of Consultants
1. Si ngl e Source Sel ection

Services for audits of the Project accounts through cal endar year
2003, may, with the Association’s prior agreement, be procured in
accordance with the provisions of paragraphs 3.8 through 3.11 of the
Consul tant Cui del i nes.

2. Least - Cost Sel ection

Services for audits fromcal endar year 2004 until conpletion of the
Project may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 and 3.6 of the Consultant Cuidelines.

3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in
paragraph 5.1 of the Consul tant Guidelines shall be procured under
contracts awarded to individual consultants in accordance with the
provi sions of paragraphs 5.1 through 5.3 of the Consul tant GCuideli nes.

Part D Revi ew by the Association of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shal | be furnished to the Association for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant Cuidelines. Selection of all consultants’ services shall be
undertaken in accordance with such selection plan as shall have been
approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $100,000 or nore,
the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shal |l apply.

(b) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $40,000 or
nore, the qualifications, experience, terms of reference and terns of
enpl oyment of the consultants shall be furnished to the Association for
its prior review and approval. The contract shall be awarded only after
the said approval shall have been given

(c) Wth respect to each contract for the enpl oynent of
i ndi vidual consultants estimated to cost |ess than the equival ent of
$40, 000, the ternms of reference of the consultants shall be furnished to
the Association for its prior review and approval. The contract shall be
awarded only after said approval shall have been given

3. Post Revi ew



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

SCHEDULE 4
| mpl ement ati on Program

1. The Borrower shall carry out the Project in accordance with the
requi renents set forth or referred to in the PIP

2. The Borrower shall: (a) ensure that all neasures necessary for the
carrying out of the Environnental Managenent Plan shall be taken in a
tinely manner; and (b) include adequate information on the carrying out
of such neasures in the progress reports referred to in paragraph 4 (f)
of this Schedul e.

3. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to
nmoni tor and eval uate on an ongoi ng basis, in accordance with indicators
satisfactory to the Association, the carrying out of the Project and the
achi evement of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the
Associ ation, and furnish to the Association, on or about June 30, 2003, 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 measures
recomended to ensure the efficient carrying out of the Project and the
achi everrent of the objectives thereof during the period follow ng such
dat e;

(c) review with the Association, by Septenber 30, 2003, or such
| ater date as the Association shall request, the report referred to in
paragraph (b) of this Section, and, thereafter, take all neasures
required to ensure the efficient conpletion of the Project and the
achi everment of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Association's views on the
matter;

(d) prepare, under terns of reference satisfactory to the
Associ ation, and furnish to the Association, not |later than by June 30
2003, a report on the activity of WJA support units including a plan for
a conplete integration of these units into the structure of MOAWR and

(e) review with the Association, by Septenber 30, 2003, the
report and the plan referred to in paragraph (d) of this Section, and,
thereafter, take actions for the inplenentation of the said plan, based
on the conclusions and reconmendations of the report and the
Association’s views on the matter.

4, The Borrower shall maintain the PIU until conpletion of the Project
with staff, resources, and terns of reference satisfactory to the

Associ ation and assign to it responsibility for overall Project

managenent and coordi nation incl uding:

(a) preparation, not |ater than by Novenber 30 of each year, and
submi ssion to the Association for its review, of a work program for
activities to be carried out during the follow ng year, and i medi ately
upon recei pt of the Association’s comments finalization of the work
programtaking into account those comments

(b) mai nt enance of Project financial records and accounts,
i ncl udi ng mai ntenance of the Special Account, and arranging for the audit
t her eof ;



(c) preparation of applications for withdrawals of the proceeds
of the Credit;

(d) preparation of bidding and contract docunments and nanagenent
of procurement procedures under the Project;

(e) supervi sion of inplenentation of work prograns under the
Proj ect;

(f) preparati on and submi ssion to the Borrower and the

Associ ation, starting in January 2001, of quarterly reports on the
progress of Project inplenmentation;

(9) preparation nor |later than by August 31 of each cal endar
year of an annual budget for the Project inplenmentation, and subni ssion
to the Association for its review and coments prior to subm ssion to the
M nistry of Finance of the Borrower; and

(h) sel ection of Sub-projects under Part B of the Project in
accordance with the procedures and eligibility criteria set forth in
Schedule 5 to this Agreenent.

5. Trai ni ng under the Project shall be carried out according to
training plans, to be prepared by the PIU sem -annual ly and approved by
the Association prior to their inplenentation.

6. Thr oughout the Project inplenentation period, the Borrower shal
maintain the ICCwith its conposition and functions acceptable to the
Associ ati on.

7. The Borrower shall prepare, and not |ater than June 30, 2001
submit to the Parlianent a draft WAater Law acceptable to the Association
which will include, inter alia, appropriate tariff setting for operation

and nmai ntenance of main irrigation infrastructure.
SCHEDULE 5
Procedures and Eligibility Criteria Applicable to Sub-projects
Part A Procedur es

1. The Borrower shall cause the PIU, prior to the commencenent of
rehabilitati on works under each Sub-project, to submt the proposal for
that Sub-project to the Association for its review and approval

2. In submtting a proposal for a Sub-project to the Association for
its review and approval, the PIU shall prepare and furnish to the
Association a report satisfactory to the Association which shall contain
(i) a description and cost estimates of the proposed Sub-project; (ii)
informati on on the WUA responsi ble for the proposed Sub-project,
including information on its inplementation capacity; (iii) WJA nenbers’
participation in the selection of the proposed rehabilitation works; (iv)
the environnental considerations; and (v) such other information as the
Associ ation shall reasonably request.

3. The Borrower shall allow the representatives of the Association, if
the Association shall so request, to inspect the sites, works, plants,
goods and construction included in the Sub-project, the operation
thereof, and any rel evant records and documnents.

Part B: Eligibility Criteria

1. Sub-projects shall be selected in accordance with criteria
satisfactory to the Association, including the criteria set forth bel ow

2. In selecting a Sub-project for irrigation infrastructure, PIU shal



ensure that the Sub-project shall seek to rehabilitate an existing
irrigation infrastructure, with no irrigation of new areas or expansion
of the existing irrigation infrastructure, and that the Sub-project shall
have a financial rate of return not |ess than twelve percent.

3. In addition to the criteria listed in paragraph 2 of Part B above
each Sub-project shall:

(a) be in conformity with all |ocal and national environnental
standards, and its design and inplenentation shall provide for adequate
mtigation measures to ensure full conpliance with |ocal and national
heal th, environnental, and safety standards and requirenments; and

(b) be carried out with due diligence and efficiency under the
supervi sion of qualified and experienced nanagenent assisted by conpetent
staff in adequate nunbers, and in accordance with appropriate
adm ni strative, financial, technical, engineering and environnental
standards, including |ocal and national environnental requirenents.



