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DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated September 21, 1998, between PEOPLE’'S REPUBLIC OF BANGLADESH

(the Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

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
Association to assist in the financing of the Project;

(B) the Borrower intends to obtain from the Government of Switzerland acting
through the Swiss Agency for Development and Cooperation (SDC) a grant in an amount
equivalent to three million dollars ($3,000,000) (the Swiss Grant) to assist in
financing part of the Project on terms and conditions set forth in an agreement (the
Swiss Grant Agreement) to be entered into between the Borrower and SDC; and

© Switzerland and the Association intend to enter into an agreement (the
Administration Agreement) making arrangements for the Association to process
applications for withdrawal of the proceeds of the financing to be provided by
Switzerland under the Swiss Grant Agreement and regulating certain other matters of
common interest in connection with such financing.

WHEREAS the Association 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
Agreement;

NOW THEREFORE the parties hereto hereby agree as follows:

ARTICLE |
General Conditions; Definitions
Section 1.01. The "General Conditions Applicable to Development Credit

Agreements" of the Association, dated January 1, 1985, (as amended through December 2,
1997), with the modifications set forth below (the General Conditions) constitute an



integral part of this Agreenent.

(a) A new paragraph (12) is added to Section 2.01 to read as set forth bel ow,

and the existing paragraphs (12) through (14) of said Section are accordingly
renunbered as paragraphs (13) through (15):

"12. ‘Participating Country’ means any country that the Association
determines meets the requirements set forth in Section 10 of Resolution No.
183 of the Board of Governors of the Association, adopted on June 26, 1996;
and ‘Participating Countries’ means, collectively, all such countries.

(b) The second sentence of Section 5.01 is modified to read:

"Except as the Borrower and the Association shall otherwise agree, no
withdrawals shall be made: (a) on account of expenditures in the territories
of any country which is not a Participating Country or for goods produced in,
or services supplied from, such territories; or (b) for the purpose of any
payment to persons or entities, or for any import of goods, if such payment or
import, to the knowledge of the Association, is prohibited by a decision of
the United Nations Security Council taken under Chapter VIl of the Charter of  the
United Nations."

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:

(@) "LGD" means the Local Government Division within the Ministry of Local
Government, Rural Development and Cooperatives of the Borrower;
(b) "DPHE" means the Department of Public Health Engineering under LGD;
(c) "PMU" means the Project Management Unit to be established and maintained
pursuant to paragraph 3 of Schedule 4 to this Agreement;
(d) "TK" or "Taka" means the currency of the Borrower;
(e) "FY" and "Fiscal Year" means the fiscal year of the Borrower commencing
on July 1 and ending on June 30 of the following year; and
U] "Special Account" means the account referred to in Section 2.02(b) of
this Agreement.
ARTICLE Il
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 Development Credit Agreement, an amount in
various currencies equivalent to twenty-four million two hundred thousand Special
Drawing Rights (SDR 24,200,000).

Section 2.02. (a) The amount of the Credit may be withdrawn from the 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 and services required for the Project described in
Schedule 2 to this Agreement and to be financed out of the proceeds of the Credit.

(b) The Borrower may, for the purposes of the Project, open and maintain in
Taka a special deposit account in a commercial bank on terms and conditions
satisfactory to the Association, including appropriate protection against set-off,
seizure or attachment. Deposits into, and payments out of, the Special Account shall
be made in accordance with the provisions of Schedule 5 to this Agreement.

Section 2.03. The Closing Date shall be September 30, 2002 or such later date as
the Association shall establish. The Association shall promptly notify the Borrower of
such later date.

Section 2.04. (a) The Borrower shall pay to the Association a commitment charge
on the principal amount of the Credit not withdrawn from time to time 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 commitment charge shall accrue: (i) from the date sixty days after



the date of this Agreenent (the accrual date) to the respective dates on which anobunts
shall be withdrawn by the Borrower fromthe Credit Account or canceled; and (ii) at
the rate set as of the June 30 imediately preceding the accrual date and at such
other rates as may be set fromtime 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
Associ ation shall reasonably request; (ii) without 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 annumon the principal anmount of
the Credit withdrawn and outstanding fromtine to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annual |y on January 15 and July 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow, the Borrower
shall repay the principal anbunt of the Credit in sem annual installnents payable on
each January 15 and July 15 commenci ng January 15, 2009 and ending July 15, 2038. Each
installment to and including the installment payable on July 15, 2018 shall be one
percent (1% of such principal anmount, and each installment 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
level 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 lending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consideration by them of the development of the Borrower’'s economy, modify the
repayment of installments under paragraph (a) above by: (A) requiring the Borrower to
repay twice the amount of each such installment not yet due until the principal amount
of the Credit shall have been repaid; and (B) requiring the Borrower to commence
repayment of the principal amount of the Credit as of the first semiannual payment
date referred to in paragraph (a) above falling six months or more 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 minimum
of five years on such repayment of principal.

(c) If so requested by the Borrower, the Association may revise the
modification referred to in paragraph (b) above to include, in lieu of some or all of
the increase in the amounts of such installments, the payment of interest at an annual
rate agreed with the Association on the principal amount of the Credit withdrawn and
outstanding from time to time, provided that, in the judgment of the Association, such
revision shall not change the grant element obtained under the above mentioned
repayment modification.

(d) If, at any time after a modification of terms pursuant to paragraph
(b) above, the Association determines that the Borrower’s economic condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further modify the terms of repayment to conform to the schedule of installments as
provided in paragraph (a) above.

Section 2.08. The currency of the United States of America is hereby specified
for the purposes of Section 4.02 of the General Conditions.

ARTICLE Ill
Execution of the Project
Section 3.01. (a) The Borrower declares its commitment to the objectives of the
Project as set forth in Schedule 2 to this Agreement, and, to this end, shall carry
out the Project with due diligence and efficiency and in conformity with appropriate
administrative, financial and health 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 Association shall otherw se agree, the Borrower
shal | carry out the Project in accordance with the |nplenentation Programset forth in
Schedule 4 to this Agreenent.

Section 3.02. Except as the Association shall otherw se agree, procurenent of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Credit shall be governed by the provisions of Schedule 3 to
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 Association, and
furnish to the Association 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
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.

ARTICLE IV
Financial Covenants

Section 4.01. (a) The Borrower shall maintain or cause to be maintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departments or
agencies of the Borrower responsible for carrying out the Project or any part thereof.

(b) The Borrower shall:

(@) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Account for each fiscal
year audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to the
Association;

(i)  furnish to the Association, as soon as available, but in any case
not later than six months after the end of each such year, the

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 information concerning said
records and accounts and the audit thereof as the Association
shall from time to time reasonably request.

(c) For all expenditures with respect to which withdrawals from the Credit
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 accounts reflecting such
expenditures;

(i)  retain, until at least one year after the Association has received
the audit report for the fiscal year in which the last withdrawal
from the Credit Account was made, all records (contracts, orders,
invoices, bills, receipts and other documents) evidencing such
expenditures;

(i) enable the Association’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.

ARTICLE V



Renedi es of the Association

Section 5.01. (a) Pursuant to Section 6.02 (h) of the General Conditions, the
followi ng additional event is specified, nanely, that subject to paragraph (b) of this
Secti on:

(i) the right of the Borrower to w thdraw the proceeds of any grant or
| oan made to the Borrower for the financing of the Project shall
have been suspended, canceled or ternminated in whole or in part,
pursuant to the terms of the agreement providing therefor; or

(ii) any such |l oan shall have becone due and payable prior to the
agreed maturity thereof.

(b) Par agraph (a) of this Section shall not apply if the Borrower establishes
to the satisfaction of the Association that:

(i) such suspension, cancellation, termnation or prematuring is not
caused by the failure of the Borrower to performany of its
obl i gations under such agreenent; and

(ii) adequate funds for the Project are available to the Borrower from
ot her sources on terns and conditions consistent with the
obligations of the Borrower under this Agreement.

Section 5.02. Pursuant to Section 7.01 (d) of the General Conditions, the
followi ng additional event is specified, nanely, that the event specified in paragraph
(a) (ii) of Section 5.01 of this Agreement shall occur, subject to the proviso of
paragraph (b) of that Section.

ARTICLE VI
Effective Date; Termination

Section 6.01. The following events are specified as additional conditions to the
effectiveness of the Development Credit Agreement within the meaning of Section 12.01
(b) of the General Conditions:

(a) all conditions precedent to the effectiveness of the Swiss Grant
Agreement have been fulfilled, other than those related to the effectiveness of this
Agreement; and

(b) the Borrower (i) has issued the letter of invitation for selection of an
internationally recruited consulting firm to assist the Borrower in the carrying out
of the Project, and (ii) has appointed the key staff for the PMU in a manner
satisfactory to the Association.

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 General Conditions.

ARTICLE VII
Representative of the Borrower; Addresses

Section 7.01. The Secretary, or the Additional Secretary, or any Joint
Secretary, Joint Chief, Deputy Secretary, Deputy Chief, Senior Assistant Secretary,
Assistant Secretary, Assistant Chief of the Economic Relations Division of the
Ministry 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 following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:
Economic Relations Division
Ministry of Finance
Government of the People’s Republic of Bangladesh
Dhaka, Bangladesh

Cable address: Telex:



BAH RSAMPAD 642226 SETU BJ
Dhaka 672796 SETU BJ

For the Associ ation:

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

Washi ngton, D.C. 20433

United States of Anerica

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

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

representatives, have caused this Agreenent to be signed in their respective nanes in

Dhaka, Bangl adesh, as of the day and year first above witten.

PEOPLE’'S REPUBLIC OF BANGLADESH

By /s/ S.A.M.S. Kibria
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Pierre Landell-Mills
Country Director, Bangladesh

SCHEDULE 1
Withdrawal of the Proceeds of the Credit and the Swiss Grant
1. The table below sets forth the Categories of items to be financed out of the
proceeds of the Credit and the Swiss Grant, the allocation of the amounts of the

Credit and the Swiss Grant to each Category and the percentage of expenditures for
items so to be financed in each Category:

Amount of the Amount of Swiss
Credit Allocated Grant Allocated % of
(Expressed in (Expressed in Expenditures
SDR Equivalent) Dollar Equivalent) to be Financed
Q) Works 3,440,000 80%
(2) Goods 2,310,000 100% of
foreign
expenditures,
100% of local
expenditures
(ex-factory cost)
and 80% of local
expenditures
for
other items
procured
locally
3) Consultants’ 2,640,000 100%
services

(4)  Training 2,390,000 3,000,000 51%



and studies

(5) Services for 8, 950, 000 100%
i nterventions
under Part A
of the Project

(6) I ncrenent al 1, 570, 000 _ 100%
staff salaries
(7) I ncr enent al 390, 000 - 80%
admi nistrative
costs
(8) Unal | ocat ed 2,510, 000 o
TOTAL 24, 200, 000 3, 000, 000
2. For the purposes of this Schedul e:
(a) the term"foreign expenditures" means 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;

(c) the term"increnental staff salaries" nmeans the cost of additional staff
enpl oyed excl usively by PMJ for purposes of the Project;

(d) the term"incremental administrative costs" means the cost of operation
and mai ntenance of offices, vehicles and equi prment procured under the Project; and

(e) the term"services for interventions under Part A of the Project"” neans
services provided by NGOs, consultants and government agencies to do surveys,
pre-feasibility studies, comunity devel opnent activities, health and education
awar eness activities, subproject feasibility analysis, subproject design and
construction supervision.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of paynents nade for expenditures prior to the date of this Agreenent,
except that withdrawals, in an aggregate anobunt not exceedi ng the equival ent of

SDR 1,300,000, may be made on account of payments made for expenditures before that

date but after January 1, 1998.

4, The Association may require withdrawals from the Credit Account to be made on
the basis of statements of expenditure for expenditures: (a) for goods and works under
contracts costing less than $200,000 equivalent each; (b) for consultants’ services

under contracts not exceeding the equivalent of $100,000, in the case of firms, and
$50,000 in the case of individuals; and (c) under categories 4, 5, 6 and 7, under such
terms and conditions as the Association shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objective of the Project is to reduce mortality and morbidity in rural and
urban population caused by arsenic contamination of groundwater within sustainable
water supply, health, and water management strategies. This Project is the first phase
of a long-term effort to mitigate the impact of naturally occurring arsenic
contamination of Bangladesh’s groundwater.

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

Part A: On-site Mitigation

1. Community organization for planning and implementing field level subprojects
through training and social mobilization support.

2. Emergency screening of groundwater quality and arsenic content on a national



scal e.

3. Emer gency health interventions including screening of arsenicosis patients and
training of medical personnel to conplenent activities in the health sector.

4, Energency water supply interventions for tenporary relief, including nationa
wat er quality screening canpaigns and | ow cost water treatnent and storage systens,
whil e nore sustainabl e water supply is being planned.

5. Pl anni ng and inpl ementation of financially sustainable rural water supply
through the formation of village |evel organizations and the carrying out of cost
recovery mechanisms in arsenic affected areas as a priority.

6. Devel opnent of a pond/surface water reservoir, exclusively for drinking
purposes, as an alternative water supply option for each comunity in the rural areas
wher ever possi bl e.

7. Pl anni ng of urban water supply systens in arsenic affected areas and
i npl erentation of interventions in water treatnent for arsenic.

8. Communi ty education and awareness canpaigns in prevention and alleviation of
arseni c contani nation.

9. Support to central and regional Project inplenentation entities through the
establ i shnent of a PMJ, three Regional Project Managenent Units, contracting of

Non- Gover nment al Organi zati ons (NGOs), and establishnent of a coll aborative subproject
appr ai sal process

Part B: | nproved Understandi ng of the Arsenic Problem

1. ~ Collection and dissenination of information on arsenic contam nation and on
sustai nabl e solutions to the arsenic crisis.

2. Studies and research in arsenic affected areas on priority issues including
participatory planning and i npl enentati on of appropriate technology for water supply
and sanitation, cost-recovery in rural and urban schenmes, appropriate technol ogy for
arsenic testing and treatnent, hydrogeol ogy and geochem stry of arsenic in
groundwat er, and inter-sectoral inmpacts of water use on arsenic inpact on water
quality and the food chain

Part C Strengt heni ng of Inplenmentation Capacity

1. Studies on the need for carrying out institutional reformin the water supply
and sanitation sector.

2. Capacity building in project managenent and subproj ect appraisal through the
carrying out of training and provision of technical assistance.

3. Capacity building on arsenic nitigation and participatory water supply and
sanitation at the |evel of communities and villages, |ocal and central governnent,
DPHE, private and governnent | aboratories, NGOs, health workers, physicians and
nmedi cal students through the carrying out of training and provision of technica
assi st ance.

4. Establ i shrent of a National Arsenic Mtigation Information Center in DPHE under
PMJ to facilitate the networking of national and international entities working on the
probl em of arsenic contam nation

5. Est abl i shrent of a Techni cal Assessnent Goup for the evaluation and pronotion
of cost-effective technologies for the detection and treatnment of arsenic in
groundwat er and the inplenentation of alternative water supply solutions.

6. Support to internal (in-project) and external nonitoring and eval uation systens
for the Project.

* * *
The Project is expected to be conpleted by Decenber 31, 2001
SCHEDULE 3

Procurement and Consultants’ Services



Section |I. Procurenent of Goods and Wrks
Part A Cener al

1. Goods and works shall be procured in accordance with (a) the provisions of
Section | of the "Cuidelines for Procurenent under |BRD Loans and | DA Credits"

publ i shed by the Bank in January 1995 and revised in January and August 1996 and

Sept enber 1997, subject to the nodifications thereto set forth in paragraph 2 of this
Part A (the Cuidelines), and (b) the provisions of the following Parts of this Section
l.

2. In paragraphs 1.6 and 1.8 of the Quidelines, the references to "Bank nember
countries" and "nmenber country" shall be deemed to be references, respectively, to
"Participating Countries" and "Participating Country."

Part B: Procurenment Procedures
1. Nati onal Conpetitive Bidding

Goods estimated to cost |ess than $200, 000 equival ent per contract, up to an
aggregate anmpbunt not to exceed $2, 800, 000 equi val ent, and works estinmated to cost nore
than $30, 000 equi val ent per contract, nay be procured under contracts awarded in
accordance with the provisions of paragraphs 3.3 and 3.4 of the Cuidelines.

2. International or National Shopping

Goods estimated to cost |ess than $20, 000 equi val ent per contract, up to an
aggregate anount not to exceed $2,400, 000 equival ent, may be procured under contracts
awar ded on the basis of international or national shopping procedures in accordance
with the provisions of paragraphs 3.5 and 3.6 of the Quidellnes.

3. Di rect Contracting

Works costing $30, 000 equival ent or |ess per contract up to an aggregate anount
not to exceed $500,000 equivalent, may, with the Association’s prior approval, be
procured in accordance with the provisions of paragraph 3.7 of the Guidelines.

4. Procurement of Small Works

Works estimated to cost equal or less than $30,000 equivalent per contract may
be procured under lump-sum, fixed-price contracts awarded on the basis of quotations
obtained from three (3) qualified domestic contractors in response to a written
invitation, provided that the aggregate amount of such works does not exceed
$5,000,000 equivalent. The invitation shall include a detailed description of the
works, including basic specifications, the required completion date, a basic form of
agreement acceptable to the Association, and relevant drawings, where applicable. The
award shall be made to the contractor who offers the lowest price quotation for the
required work, and who has the experience and resources to complete the contract
successfully.

Part C: Review by the Association of Procurement Decisions
1. Procurement Planning

Prior to the issuance of any invitations to prequalify for bidding or to bid for
or award any contracts, the proposed procurement plan for the Project for the first
fiscal year of the Project period shall be furnished to the Association for its review
and approval, in accordance with the provisions of paragraph 1 of Appendix 1 to the
Guidelines. The proposed procurement plans for subsequent fiscal years shall be
furnished to the Association, for its review and approval, one month prior to the
dates specified in paragraph 2 (a) of Schedule 4 to this Agreement. Procurement of all
goods and works shall be undertaken in accordance with such procurement plans as shall
have been approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(@) In each fiscal year, with respect to the first two contracts for civil
works and the first two contracts for goods procured under national competitive
bidding procedures, and thereafter each contract for works or goods estimated to cost
the equivalent of $200,000 or more, the procedures set forth in paragraphs 2 and 3 of
Appendix 1 to the Guidelines shall apply.



(b) Wth respect to all contracts under direct contracting and the first two
contracts procured under shopping procedures in each fiscal year, the follow ng
procedures shall apply:

(i) prior to the selection of any supplier/execution of any such
contract under shopping procedures, the Borrower shall provide to

the Association a report on the conparison and eval uation of

guot ati ons received;

(ii) prior to the execution of any such contract procured under direct
contracting or shopping procedures, the Borrower shall provide to

the Association a copy of the specifications and the draft

contract; and

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

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part,
the procedures set forth in paragraph 4 of Appendix 1 to the CGuidelines shall apply.
Section I1I. Enpl oynent of Consultants
Part A Gener al
1. Consultants’ services shall be procured in accordance with (a) 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, subject to modifications thereto set forth in paragraph 2 of this

Part A (the Consultant Guidelines), and (b) the provisions of the following Parts of

this Section 1.

2. In paragraph 1.10 of the Consultant Guidelines, the references to "Bank member
countries" and "member country” shall be deemed to be references, respectively, to
"Participating Countries" and "Participating Country."

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 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. Selection Under a Fixed Budget

Services estimated to cost less than $200,000 equivalent per contract may be
procured under contracts awarded in accordance with the provisions of paragraphs 3.1
and 3.5 of the Consultant Guidelines.
2. Least-cost Selection

Services 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.
3. Single Source Selection

Services estimated to cost less than $100,000 equivalent per contract may, with

the Association’s prior agreement, be procured under contracts awarded in accordance
with the provisions of paragraphs 3.8 through 3.11 of the Consultants’ Guidelines.



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 for the first fiscal year of
the Project period shall be furnished to the Association for its review and approval,
in accordance with the provisions of paragraph 1 of Appendix 1 to the Consultant
CGui del i nes. The proposed plans for the selection of consultants for subsequent fiscal
years shall be furnished to the Association, for its review and approval, one nonth
prior to the dates specified in paragraph 2 (a) of Schedule 4 to this Agreenent.
Selection of all consultants’ services shall be undertaken in accordance with such
selection plans as shall have been approved by the Association, and with the
provisions of said paragraph 1.

2. Prior Review

@) 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 Association for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

(b) With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $100,000 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.

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 4
Implementation Program
1. The Borrower shall implement in a timely fashion an Action Plan, satisfactory to

the Association, for the carrying out of the Project.
2. The Borrower shall:

@) commencing in 1999, by June 30 of each year or such other date as the
Borrower and the Association may agree, until completion of the Project, carry out an
annual review of the Project jointly with the Association; and

(b) one month prior to such review furnish to the Association: (i) a
Subprogram for the following fiscal year, for approval by the Association; (ii) a
report on the project monitoring indicators; (iii) a review of the implementation of
the Action Plan, indicating progress achieved and suggesting remedial actions where
needed; (iv) a report assessing progress in achieving the project objectives through
participatory means; (v) a review of NGO participation in the programs of LGD and the
coordination between the Borrower and such NGOs; and (vi) an assessment of the types
of needs and the possibility of additional funding for the Project.

3. The Borrower shall promptly establish and maintain until completion of the
Project a Project Management Unit (PMU) which shall assist LGD in the planning,
monitoring and coordination of the Project. In view of the nature of the Project, the
PMU will have a level of gender balance reflecting the important role of women in
rural water supply management.

4. The Borrower shall ensure that all Project works are implemented by community
based organizations (hereinafter called CBOs) and according to standard agreements,
satisfactory to the Association, between these CBOs and the PMU.

5. The Borrower shall:

(a) furnish, by December 31, 1998, to the Association for its review a draft
report on detailed and exhaustive eligibility criteria for subproject investments
based on participatory, environmental and cost-effective principles. Such criteria as
shall be agreed upon shall be applied in all subproject interventions; and



(b) by March 1, 1999, informthe Association that the procedures for
environnental and social review of subprojects are in place as well as all other
support mechani sns to ensure the tinely devel opment and inpl ementation of subprojects.

6. The Borrower shall commence by January 15, 1999, a review of the activities of
the institutions involved in the water and sanitation sector and subsequently
inplerent a plan, in consultation with the Association, for increased efficiency and
capacity building in the sector with a view to increasing the demand-responsi ve nature
of the sector.

7. 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 satisfactory to the
Associ ation, the carrying out of the Project and the achi evenent of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association, on or about March 1, 2001, a report integrating the
results of the nonitoring and evaluation activities perforned 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 achi evenent of
the objectives thereof during the period followi ng such date; and

(c) review with the Association, by April 1, 2001, or such later date as the
Associ ation 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 evenent of the objectives thereof, based on the conclusions and
recommendations of the said report and the Association’s views on the matter.

SCHEDULE 5
Special Account
1. For the purposes of this Schedule:

€)) the term "eligible Categories" means Categories 1 through 7 set forth in
the table in paragraph 1 of Schedule 1 to this Agreement;

(b) the term "eligible expenditures" means expenditures in respect of the
reasonable cost of goods and services required for the Project and to be financed out
of the proceeds of the Credit allocated from time to time to the eligible Categories
in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term "Authorized Allocation" means an amount equivalent to
TK 94,000,000, to be withdrawn from the Credit Account and deposited into the Special
Account pursuant to paragraph 3(a) of this Schedule, provided, however, that unless
the Association shall otherwise agree, the Authorized Allocation shall be limited to
an amount equivalent to TK 47,000,000 until the aggregate amount of withdrawals from
the Credit Account shall be equal to or exceed the equivalent of SDR 5,000,000.

2. Payments out of the Special Account shall be made exclusively for eligible
expenditures in accordance with the provisions of this Schedule.

3. After the Association has received evidence satisfactory to it that the Special
Account has been duly opened, withdrawals of the Authorized Allocation and subsequent
withdrawals to replenish the Special Account shall be made as follows:

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

(b) 0] For replenishment of the Special Account, the Borrower shall
furnish to the Association requests for deposits into the Special
Account at such intervals as the Association shall specify.



(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Association the docunents and ot her evidence
requi red pursuant to paragraph 4 of this Schedule for the paynent

or paynments in respect of which replenishnent is requested. On the

basi s of each such request, the Association shall, on behal f of

the Borrower, withdraw fromthe Credit Account and deposit into

t he Special Account such anpbunt as the Borrower shall have

requested and as shall have been shown by said docunments 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

Association fromthe Credit Account under the respective eligible

Categories, and in the respective equival ent anmounts, as shall
have been justified by said docunents and ot her evidence.

4. For each paynment nade by the Borrower out of the Special Account, the Borrower
shal |, at such time as the Association shall reasonably request, furnish to the
Associ ation such docunents and ot her evidence showi ng that such paynent was nade
exclusively for eligible expenditures.

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

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

(b) 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 the records and accounts for the Special Account;

(c) if, at any tine, the Association shall have notified the Borrower of its
intention to suspend in whole or in part the right of the Borrower to nmake wi thdrawal s
fromthe Credit Account pursuant to the provisions of Section 6.02 of the General
Condi tions; or

(d) once the total unw thdrawn amount of the Credit allocated to the eligible
Categories, mnus the total amount of all outstanding special conmitnents entered into
by the Association pursuant to Section 5.02 of the General Conditions with respect to
the Project, shall equal the equivalent of twice the amobunt of the Authorized
Al | ocation. Thereafter, withdrawal fromthe Credit Account of the remaining
unwi t hdrawn anount of the Credit allocated to the eligible Categories shall follow
such procedures as the Association shall specify by notice to the Borrower. Such
further withdrawal s shall be nmade only after and to the extent that the Association
shal | have been satisfied that all such anpunts remaining on deposit in the Special
Account as of the date of such notice will be utilized in nmaking paynments for eligible
expendi tures.

6. (a) If the Association shall have determined at any tine that any paynent out
of the Special Account: (i) was nade for an expenditure or in an anount not eligible
pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the evidence
furnished to the Association, the Borrower shall, pronptly upon notice fromthe
Associ ation: (A) provide such additional evidence as the Association nay request; or
(B) deposit into the Special Account (or, if the Association shall so request, refund

to the Association) an amount equal to the amount of such payment or the portion

thereof not so eligible or justified. Unless the Association shall otherwise agree, no

further deposit by the Association 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 Association 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 Association,
refund to the Association such outstanding amount.

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

(d) Refunds to the Association made pursuant to paragraphs 6 (a), (b) and (c)
of this Schedule shall be credited to the Credit Account for subsequent withdrawal or
for cancellation in accordance with the relevant provisions of this Agreement,



i ncluding the General Conditions.



