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LOAN NUMBER 7056 BY
LOAN AGREEMENT

AGREEMENT, dated Septenber 26, 2001, between REPUBLI C OF BELARUS (the Borrower)
and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank).

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

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terms and conditions set forth in this
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
Agreenents for Fixed Spread Loans" of the Bank, dated Septenber 1, 1999 (the Genera
Conditions) constitute an integral part of this Agreenent.

Section 1.02. Unless the context otherwi se requires, the several terns defined

in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng



nmeani ngs:

(a) "Envi ronment al Managenent Pl an" means environmental managenent pl an,
dated April 19, 2001, satisfactory to the Bank, describing neasures for mitigating the
potential environnental inpact of the Project;

(b) "Qperational Manual" nmeans the nmanual adopted by the Borrower setting
forth the operational and adninistrative procedures for the inplenentation of the
Pr oj ect;

(c) "PMJ' means the project managenent unit established according to
Deci si on of M nsk Municipal Executive Conmittee No. 252, dated March 5, 1998

(d) "Proj ect Managenment Report" means each report prepared in accordance with
Section 4.02 of this Agreenent;

(e) "Project Preparation Advance" neans the project preparation advance
granted by the Bank to the Borrower pursuant to the letter agreenent signed on behal f
of the Bank on March 9, 1998, and on behal f of the Borrower on April 17, 1998

(f) "Speci al Account" neans the account referred to in Section 2.02 (b) of
this Agreenent;

g) "State Conmittee for Energy Savings and Control" neans the State
Conmittee for Energy Savings and Control of the Republic of Belarus established in
accordance with a Decree of the President of Belarus No. 30, dated January 11, 1997

(h) "Di sbursed Anount" neans, in respect of each Interest Period, the
aggregate principal amobunt of the Loan withdrawn fromthe Loan Account in said
Interest Period; and

(i) "Maturity Fixing Date" neans, for each Disbursed Anount, the date on
whi ch the anortization schedule for said D sbursed Anount is established, such date
being the first day of the Interest Period next followi ng the Interest Period in which
sai d Di shursed Amount is withdrawn.

ARTI CLE |
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 Agreenent, an anount equal to
twenty-two mllion six-hundred thousand Dollars (%$22,600,000), as such anmount may be
converted fromtime to tinme through a Currency Conversion in accordance with the
provi sions of Section 2.09 of this Agreenent.

Section 2.02. (a) The anount of the Loan may be withdrawn fromthe Loan Account
in accordance with the provisions of Schedule 1 to this Agreement for expenditures
made (or, if the Bank shall so agree, to be nmde) 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 Loan, in respect of the front-end fee referred to in Section 2.04 of
this Agreenent, interest and other charges in respect of the Loan, and any prem umin
respect of an Interest Rate Cap or Interest Rate Collar payable by the Borrower in
accordance with Section 4.04 (c) of the CGeneral Conditions.

(b) The Borrower may, for the purposes of the Project open and maintain in
Dol l ars a special deposit account in a commercial bank or the National Bank of the
Republic of Belarus on terms and conditions satisfactory to the Bank, including
appropriate protection agai nst set-off, seizure and attachnent. Deposits into, and
paynents out of, the Special Account shall be nade in accordance with the provisions
of Schedule 5 to this Agreenent.

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

Section 2.03. The Cosing Date shall be Decenber 31, 2006, or such later date as
the Bank shall establish. The Bank shall pronptly notify the Borrower of such l|ater
dat e.



Section 2.04. The Borrower shall pay to the Bank a front-end fee in an anount
equal to two hundred and twenty six thousand Dol |l ars ($226,000). The Borrower agrees
that 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 anpbunt of such fee.

Section 2.05. The Borrower shall pay to the Bank a commitment charge on the
princi pal anmount of the Loan not withdrawn fromtine to tine, at a rate equal to: (i)
eighty five one-hundredths of one per cent (0.85% per annumfromthe date on which
such charge commences to accrue in accordance with the provisions of Section 3.02 of
the General Conditions to, but not including, the fourth anniversary of such date; and
(ii) seventy five one-hundredths of one per cent (0.75% per annumthereafter.

Section 2.06. The Borrower shall pay interest on the principal amunt of the
Loan withdrawn and outstanding fromtine to tine, in respect of each Interest Period
at the Variable Rate; provided, that upon a Conversion of all or any portion of the
princi pal amount of the Loan, the Borrower shall, during the Conversion Period, pay
interest on such ambunt in accordance with the relevant provisions of Article IV of
the General Conditions.

Section 2.07. Interest and other charges shall be payable sem annually in
arrears on May 15 and Novenber 15 in each year.

Section 2.08. (a) Subject to the provisions of paragraph (b) of this Section,
the Borrower shall repay each Disbursed Anount of the Loan in sem annual installnents
payabl e on each May 15 and Novenber 15, the first such installnment to be payable on
the tenth (10th) Interest Paynent Date following the Maturity Fixing Date for said
Di sbursed Amount and the |ast such installnment to be payable on the twenty-fourth
(24th) Interest Paynent Date following the Maturity Fixing Date for said D sbursed
Amount. Each install ment except for the |ast one shall be equal to one-fifteenth
(1/15th) of said D sbursed Anbunt. The last installnent shall be equal to the
remai ni ng out st andi ng amount of said Di sbursed Amount.

(b) Not wi t hst andi ng the provisions of paragraph (a) of this Section, if any
one or nore installnents of principal of any D sbursed Anobunt woul d, pursuant to the
provi sions of such paragraph (a), be payable after May 15, 2018, the Borrower shall
al so pay on such date the aggregate amount of all such installnments.

(c) The Bank shall notify the Borrower of the anortization schedule for each
Di sbursed Amount pronptly after the Maturity Fixing Date for said Disbursed Anount.

(d) Not wi t hst andi ng the provisions of paragraphs (a) through (c) of this
Section, in the event of a Currency Conversion of all or any portion of a Disbursed
Amount to an Approved Currency, the amount so converted in said Approved Currency that
shal | be repayable on any Principal Paynent Date occurring during the Conversion
Period, shall be determ ned by the Bank by nultiplying such amount in its currency of
denom nation inrediately prior to said Conversion by either: (i) the exchange rate
that reflects the anbunts of principal in said Approved Currency payabl e by the Bank
under the Currency Hedge Transaction relating to said Conversion; or (ii) if the Bank
so determ nes in accordance with the Conversion Cuidelines, the exchange rate
conponent of the Screen Rate.

Section 2.09. (a) The Borrower may at any time request any of the follow ng
conversions of the terms of the Loan in order to facilitate prudent debt managenent:

(i) a change of the Loan Currency of all or any portion of the
princi pal amount of the Loan, w thdrawn or unwithdrawn, to an
Approved Currency;

(ii) a change of the interest rate basis applicable to all or any
portion of the principal anmpunt of the Loan froma Variable Rate
to a Fixed Rate, or vice versa; and

(iii) the setting of limts on the Variable Rate applicable to all or
any portion of the principal anmpbunt of the Loan withdrawn and
outstandi ng by the establishnent of an Interest Rate Cap or
Interest Rate Collar on said Variable Rate.

(b) Any conversion requested pursuant to paragraph (a) of this Section that
is accepted by the Bank shall be considered a "Conversion", as defined in Section 2.01
(7) of the General Conditions, and shall be effected in accordance with the provisions
of Article IV of the General Conditions and of the Conversion Cuidelines.



(c) Pronptly followi ng the Execution Date for an Interest Rate Cap or
Interest Rate Collar in respect of which the Borrower has requested that the prem um
be paid out of the proceeds of the Loan, the Bank shall, on behalf of the Borrower,
withdraw fromthe Loan Account and pay to itself the amounts required to pay any
prem um payabl e in accordance with Section 4.04 (c) of the General Conditions up to
the amount allocated fromtinme to time for such purpose in the table in paragraph 1 of
Schedule 1 to this Agreenent.

ARTI CLE 11
Execution of the Project

Section 3.01. (a) The Borrower declares its commitnent to the objectives of the
Project, and, to this end, shall carry out the Project through the State Committee for
Energy Savings and Control with due diligence and efficiency and in conformty with
appropriate administrative, financial, engineering, and environnental 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 shal
carry out the Project in accordance with the Inplenmentation Plan set forth in Schedul e
4 to this Agreenent

Section 3.02. Except as the Bank 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 Loan shall be governed by the provisions of Schedule 3 to this
Agr eenent .

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

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six (6) nonths after the Closing Date or such |ater 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 reasonabl e opportunity to exchange views with the
Borrower on said plan.

ARTICLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain a financial managenent system
i ncluding 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:

(i) have the records, accounts and financial statenents referred to in
paragraph (a) of this Section and the records and accounts for the
Speci al Account for each fiscal year audited, in accordance with
audi ting standards acceptable to the Bank, consistently applied,
by independent auditors acceptable to the Bank

(ii) furnish to the Bank as soon as available, but in any case not
later than six nonths after the end of each such year: (A
certified copies of the financial statements referred to in
par agraph (a) of this Section for such year as so audited; and (B)
an opi nion on such statenments, 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 fromtinme to time reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Loan
Account were nmade on the basis of statenments of expenditure, the Borrower shall



(i) maj ntain or cause to be maintained, in accordance with paragraph
(a) of this Section, records and separate accounts reflecting such
expendi tures;

(ii) retain, until at |east one (1) year after the Bank has received
the audit report for the fiscal year in which the last w thdrawa

fromthe Loan Account was nade, all records (contracts, orders

i nvoi ces, bills, receipts and other docunents) evidencing such

expendi tures;

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

(iv) ensure that such records and accounts are included in the annua
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 Project Management Reports or statements of

expenditure submtted during such fiscal year, together with the
procedures and internal controls involved in their preparation

can be relied upon to support the related wi thdrawal s.

Section 4.02. (a) Wthout 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 nmanagenent systemreferred to in paragraph
(a) of said Section 4.01 in order to enable the Borrower, not later than February 15
2002, or such later date as the Bank shall agree, to prepare quarterly Project
managenent reports, acceptable to the Bank, each of which:

(i) (A) sets forth actual sources and applications of funds for the
Project, both curmul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nmonth period followi ng 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 expendi tures proposed to be financed out of the proceeds of

the Loan during the six-nonth period follow ng the period covered

by said report;

(ii) (A) describes physical progress in Project inplenentation, both
cunul atively and for the period covered by said report; and (B)
expl ai ns vari ances between the actual and previously forecast
i npl erentation targets; and

(iii) sets forth the status of procurement under the Project and
expendi tures under contracts financed out of the proceeds of the
Loan, 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 w th guidelines acceptable to
the Bank, and furnish to the Bank not later than 45 days after the end of each
cal endar quarter a Project Managerment Report for such period.

ARTI CLE V
Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
following additional event is specified, nanely the Qperational Minual shall have been
amended, suspended, abrogated, repeal ed or waived w thout prior approval of the Bank

Section 5.02. Pursuant to Section 7.01 (k) of the General Conditions, the
followi ng additional event is specified, nanely, any event specified in Section 5.01
of this Agreenent shall have occurred

ARTI CLE VI
Ef fective Date; Term nation

Section 6.01. The following events are specified as additional conditions to the
ef fectiveness of the Loan Agreenent within the neaning of Section 12.01 (c) of the
CGeneral Conditions:

(a) the PMJ has appointed a Project Director, a Deputy Project Director,



procurenent specialist, disbursenent officer, accounting specialist, and an engi neer
acceptable to the Bank; and

(b) an i ndependent auditor acceptable to the Bank has been sel ected for
purposes of the audit referred to in Section 4.01 (b) of this Agreenent.

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

ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. The First Deputy Prime Mnister of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Borrower:

First Deputy Prime Mnister
Council of Mnisters

House of Governnent

M nsk,

Bel ar us

Facsim | e:
375 17 2226665
For the Bank:
I nternational Bank for
Reconstruction and Devel opnent
1818 H Street, N W

Washi ngton, D.C. 20433
United States of Anerica

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

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

REPUBLI C OF BELARUS

By /s/ Val ery Tsepkal o
Aut hori zed Representative

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVELOPMENT

By /s/ Luca Barbone
Aut hori zed Representative

SCHEDULE 1

Wt hdrawal of the Proceeds of the Loan



1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the Loan, the allocation of the amounts of the Loan to each Category and
t he percentage of expenditures for itens so to be financed in each Category:

Amount of the

Loan All ocated % of
(Expressed inExpenditures
Cat egory Dol | ars) to be Financed
(1) Wor ks 9, 200, 000 100% of foreign

expendi tures, 60%
of local expenditures

(2) Goods 8, 000, 000 100% of foreign
expendi tures, 100% of
| ocal expenditures (ex-
factory cost) and 60% of
| ocal expenditures for
other itens procured

| ocally
(3) Consul tant s’ 2,400, 000 100%
services, including
audi ting and training
(4) Ref undi ng of 1, 000, 000 Anpunt s due
Proj ect Preparation pursuant to
Advance Section 2.02 (c)
of this Agreenent
(5) Fee 226, 000 Amount due under
Section 2.04 of this
Agr eenent
(6) Premi a for Interest 0 Anount due under
Rate Caps and Interest Section 2.09 (c) of this
Rate Col |l ars Agr eement
(7) Unal | ocat ed 1, 774, 000
TOTAL 22, 600, 000
2. For the purposes of this Schedul e:
(a) the term"forei gn expenditures" 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 the Borrower; and

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

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of payments made for expenditures prior to the date of this Agreenent,
except that withdrawal s, in an aggregate anmpbunt not exceedi ng $800, 000, may be made in
respect of Category (2) as set forth in the table in paragraph 1 of this Schedul e on
account of paynents nade for expenditures before that date but after March 1, 2001.

4. The Bank nay require withdrawals fromthe Loan Account to be nade on the basis
of statements of expenditure for expenditures for: (a) works under contracts costing
| ess than $500, 000 equi val ent each; (b) goods under contracts costing |ess than

$100, 000 equi val ent each; (c) consultants’ services under contracts with consulting
firnms costing |l ess than $100, 000 equi val ent each; (d) consultants’ services under
contracts with individuals costing |less than $50,000 equivalent; and (e) training, all
under such terns and conditions as the Bank shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objective of the Project is to inprove the functional and health



environnents of schools, hospitals and selected social facilities such as orphanages
and conmmunity hones for the elderly and disabl ed.

The Project consists of the follow ng parts, subject to such nodifications
thereof as the Borrower and the Bank nay agree upon fromtinme to tine to achieve such
obj ecti ves:

Part A Energy Efficiency Retrofitting of Social Sector Facilities
Performenergy efficiency retrofitting of individual social sector facilities
including but not limted to: (a) rehabilitation of heat substations; (b) boiler
conversions; (c) treatnment of radiator niches; (d) installation of new lighting; (e)
repl acenent or refurbishing of windows; (f) installation of roof insulation; (g)
insul ation of exterior walls; and (h) rehabilitation and insulation of deteriorated
district heating pipes and tenperature control systens.
Part B: Techni cal Assistance and Project Managenent

1. Provi sion of technical assistance to undertake studies on environnental
standards, tariff structures and subsidies in the energy sector.

2. Provi sion of consultants’ services and goods to assist the PMJ in Project
managenent and i npl enentati on.

* o x
The Project is expected to be conpleted by June 30, 2006
SCHEDULE 3
Pr ocur ement
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 "CQuidelines for Procurenent under |IBRD 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 follow ng provisions of Section | of this
Schedul e.

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

the Quidelines and paragraph 5 of Appendix 1 thereto.

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

(a) Groupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in bid packages
estimated to cost $100, 000 equivalent or nore each, and contracts for works shall be
grouped in bid packages estimated to cost $500, 000 equi val ent or nore each.

(b) Two- st age bi ddi ng procedure

The bi ddi ng procedure for rehabilitation of heat control systens shall be
carried out in tw stages in accordance with the provisions of paragraph 2.6 of the
Cui del i nes

(c) Preference for donestically manufactured goods

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

Part C: O her Procurenent Procedures

1. Nat i onal Conpetitive Bidding



Works estimated to cost |ess than $500, 000 equival ent per contract, up to an
aggregate anmpunt not to exceed $1, 800,000 equival ent, may be procured under contracts
awar ded i n accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

2. Nat i onal Shoppi ng

Goods estinated to cost |ess than $50, 000 equival ent per contract, up to an
aggregate anmount not to exceed $60, 000 equi val 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.

3. Procurenment of Small Wrks

Wrks estimated to cost |ess than $50,000 equival ent per contract, up to an
aggregate anount not to exceed $800, 000 equi val ent, may be procured under | unp-sum
fixed-price contracts awarded on the basis of quotations obtained fromthree (3)
qualified donestic contractors in response to a witten invitation. The invitation
shal |l include a detailed description of the works, including basic specifications, the
requi red conpletion date, a basic formof agreenment acceptable to the Bank, and
rel evant draw ngs, 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 conplete the contract successfully.

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

Prior to the issuance of any invitations to bid for contracts, the proposed
procurenent 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
CGui del i nes. Procurenent of all goods and works shall be undertaken in accordance with
such procurenent plan as shall have been approved by the Bank, and with the provisions
of said paragraph 1.

2. Prior Review

(a) Wth respect to: (i) each contract: for goods and works to be procured
in accordance with the procedures referred to in Section I, Part B of this Schedul e;
and (ii) first two contracts for works to be procured in accordance with the
procedures referred to in Section I, Part C. 1. of this Schedule, the procedures set
forth in paragraphs 2 and 3 of Appendix 1 to the Cuidelines shall apply.

(b) Wth respect to: (i) first two contracts for goods to be procured in
accordance with the procedures referred to in Section |, Part C 2. of this Schedul e;
and (ii) first two contracts for works to be procured in accordance with the
procedures referred to in Section I, Part C 3. of this Schedul e above, the follow ng

procedures shall apply:

(i) prior to the selection of any supplier/execution of any contract
under shoppi ng procedures, the Borrower shall provide to the Bank
a report on the conparison and eval uati on of quotations received

(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
Appendi x 1 to the CGuidelines shall apply.

2. 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 II. Enpl oynent of Consultants
Part A: Gener a

Consul tants’ services shall be procured in accordance with the provisions of the
I ntroduction and Section IV of the "Cuidelines: Selection and Enpl oynment of

Consul tants by World Bank Borrowers"” published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the follow ng



provi sions of Section Il of this Schedul e.
Part B: Quality- and Cost-based Sel ection

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

qual ity- and cost-based sel ection 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 for services under Part B of the Project,
estimated to cost |ess than $200, 000 equi val ent per contract, may conprise entirely
national consultants in accordance with the provisions of paragraph 2.7 of the
Consul tant Cui del i nes.

Part C O her Procedures for the Selection of Consultants
1. Least - cost Sel ection

Services for audit estimated to cost |ess than $60, 000 equi val ent per contract
may be procured under contracts awarded in accordance w th the provisions of
paragraphs 3.1 and 3.6 of the Consultant Cuidelines.

2. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui delines shall be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

Part D: Revi ew by the Bank 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 shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. Selection of all consultants’ services shal
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns for
desi gn and supervision of the Project estimated to cost the equival ent of $200,000 or
nore, the procedures set forth in paragraphs 1, 2 (other than the third subparagraph
of paragraph 2(a)) and 5 of Appendix 1 to the Consul tant Guidelines shall apply.

(b) Wth respect to each contract for the enploynment of consulting firns
estimated to cost the equivalent of $100,000 or nore, but |less than the equival ent of
$200, 000, the procedures set forth in paragraphs 1, 2 (other than the second
sng?ragr?ph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant GCuidelines
shal | apply.

(c) Wth respect to each contract for the enpl oynent of individua
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications
experience, terms of reference and terns of enploynent 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 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 Consultant Guidelines shal

apply.
SCHEDULE 4

I npl erent ati on Program



1. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators acceptable to the Bank
the carrying out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terms of reference satisfactory to the Bank, and furnish
to the Bank, on or about Decenber 31, 2003, a report integrating the results of the
nonitoring 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 achi evement of the objectives
t hereof during the period follow ng such date; and

(c) review with the Bank, by March 31, 2004, or such l|ater date as the Bank
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
Proj ect and the achi evement of the objectives thereof, based on the conclusions and
recommendati ons of the said report and the Bank’s views on the matter.

2. The Borrower shall cause the State Conmittee for Energy Savings and Control to
carry the overall responsibility for inplenenting the Project in accordance with the
Qper ational Manual and taking into account ongoi ng Governnent prograns and policies in
the health, education and related social sectors.

3. The Borrower shall ensure that all necessary neasures are taken to nmmintain the
PMJ during the execution of the Project with such staff and resources as shall be
required for the PMJto performits duties in respect of the day-to-day managenent and
i npl ementation of the Project in accordance with the Operational Manual

4. The Borrower shall ensure that all neasures necessary of the carrying out of the
Envi ronnental Managenent Pl an shall be taken in a tinmely nanner.

5. The Borrower shall: (a) not later than Decenber 31, 2003 carry out the studies
under Part B.1 of the Project; (b) within 90 days thereafter, review the findings of
the studies with the Bank; and (c) carry out the agreed nmeasures in a manner
satisfactory to the Bank

6. Subj ect to the approval of the Bank the Borrower may amend the |ist of
facilities to be retrofitted under Part A of the Project.

SCHEDULE 5
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1) to (3) as set forth
in the table in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods, works and services required for the Project and to be
financed out of the proceeds of the Loan allocated fromtine to time to the eligible
Categories in accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term"Authorized Allocation" neans an anpunt equivalent to $1, 500, 000
to be wthdrawn fromthe Loan Account and deposited into the Special Account pursuant
to paragraph 3 (a) of this Schedul e, provided, however, that unless the Bank shal
ot herwi se agree, the Authorized Allocation shall be limted to an anount equivalent to
$500, 000 until the aggregate anmount of withdrawals fromthe Loan Account plus the
total amount of all outstanding special conmitnents entered into by the Bank pursuant
to Section 5.02 of the CGeneral Conditions shall be equal to or exceed the equival ent
of $5, 000, 000

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

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

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish



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

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

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Bank the docunments and ot her evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the
Borrower, withdraw fromthe Loan Account and deposit into the
Speci al Account such anount as the Borrower shall have requested
and as shall have been shown by said docunents and ot her evidence

to have been paid out of the Special Account for eligible

expenditures. Al such deposits shall be wi thdrawn by the Bank

fromthe Loan Account under the respective eligible Categories

and in the respective equival ent anounts, as shall have been

justified by said docunents and ot her evidence

4. For each paynment made by the Borrower out of the Special Account, the Borrower
shal |, at such time as the Bank shall reasonably request, furnish to the Bank such
docunents and ot her evidence show ng that such paynment was nmade excl usively for

el i gi bl e expendi tures.

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

(a) if, at any tine, the Bank shall have deternmined that all further
wi t hdrawal s shoul d be made by the Borrower directly fromthe Loan 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 Bank, within the
period of tinme specified in Section 4.01 (b) (ii) of this Agreenent, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

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

(d) once the total unw thdrawn ambunt of the Loan allocated to the eligible
Categories, mnus the total amount of all outstanding special conmitnents entered into
by the Bank pursuant to Section 5.02 of the General Conditions, shall equal the
equi val ent of twice the anount of the Authorized Allocation. Thereafter, w thdrawa
fromthe Loan Account of the renmining unw thdrawn amount of the Loan allocated to the
eligible Categories shall follow such procedures as the Bank shall specify by notice
to the Borrower. Such further withdrawal s shall be made only after and to the extent
that the Bank shall have been satisfied that all such anbunts renmaining on deposit in
the Special Account as of the date of such notice will be utilized in making paynments
for eligible expenditures.

6. (a) If the Bank shall have determined at any time that any payment out of the
Speci al Account: (i) was nmade 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 Bank, the Borrower shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an ampbunt equal to the anount

of such paynent or the portion thereof not so eligible or justified. Unless the Bank
shal | otherwi se agree, no further deposit by the Bank into the Special Account shal

be nade until the Borrower has provided such evidence or nade such deposit or refund
as the case nay be.

(b) If the Bank shall have determined at any tine that any anmount outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expendi tures, the Borrower shall, pronptly upon notice fromthe Bank, refund to the



Bank such outstandi ng anount.

(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 Accounts.

(d) Refunds to the Bank nade pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the Loan Account for subsequent wthdrawal or for
cancellation in accordance with the rel evant provisions of this Agreenent, including
the General Conditions.



