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(Second Financial Institutions Development Project)

between

THE UNITED REPUBLIC OF TANZANIA

and

INTERNATIONAL DEVELOPMENT ASSOCIATION

Dated September 26, 1999

CREDIT NUMBER 3279 TA

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated September 26 1999, between THE UNITED REPUBLIC OF
TANZANIA (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 Association has received a letter dated July 26, 1999
from the Borrower describing a program of actions, objectives and
policies designed to strengthen the Borrower’s financial sector and, in
particular, to increase the efficiency of delivery of services in such
sector (the Program) and declaring the Borrower’s conmitnment to the
execution of the Program and



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 “Ceneral Conditions Applicable to Devel opnent
Credit Agreenments” of the Association, dated January 1, 1985, as anended
t hrough Decenber 2, 1997 (the General Conditions) constitute an integral
part of this Agreement.

Section 1.02. Unless the context otherw se requires, the several
terms defined in the General Conditions and in the Preanble to this
Agreement have the respective nmeanings therein set forth and the
follow ng additional terms have the foll ow ng neanings:

(a) “BOT” means the Bank of Tanzania, which is the Central Bank
of the Borrower, established pursuant to the Borrower's Bank of Tanzania
Act of 1995;

(b) “BSD’" means the Bank Supervision Directorate of BOT;

(c) “CMBA" neans the Capital Markets and Securities Authority,
establ i shed pursuant to the Borrower’s Capital Mrkets and Securities
Act, Nunmber 5 of 1994;

(d) “CGovernnment Securities” nmeans bonds, notes, certificates of
i ndebt edness and ot her negotiable or transferable instrunents evidencing
the public debt of the Borrower;

(e) “I mpl ementi ng Agency” neans BOT or the Mnistries of Finance
or PSRC or the Insurance Department or CMSA (all as herein defined); and
“I nmpl ement i ng Agenci es” means such entities, collectively;

(f) “Insurance Departnent” neans the departnent established
pursuant to the Borrower’s Insurance Act, Number 18 of 1996 to regul ate
the insurance industry in the territories of the Borrower;

(9) “Mnistries of Finance” neans the Mnistry of Finance of the
Governnent of Zanzibar, part of the Borrower’s territory, and the
M nistry of Finance of the Borrower, collectively;

(h) “NBC 1997" neans the National Bank of Commerce (1997)
Limted established pursuant to the Borrower’s National Bank of Commerce
(1997) Limted Incorporation Act, Number 21 of 1997;

(i) “NBC97 MOU' neans the nenorandum of understandi ng entered
into between the Borrower and NBC 1997 (as hereinafter defined) setting
out agreed actions and targets to be followed or reached by NBC 1997
prior to privatization;

(j) “NMB" means the National M crofinance Bank established
pursuant to the Borrower’s National M crofinance Bank Linited
I ncorporation Act, Nunber 22 of 1997;

(k) “NMB MOU' neans the menorandum of understanding entered into
bet ween the Borrower and NMB setting out agreed actions and targets to be
foll owed or reached by NMB prior to privatization;



0] “PBZ" means the People’'s Bank of Zanzibar incorporated in
1966 under Conpani es Decree, Chapter 153 of the Laws of Zanzi bar;

(m “Privatization Trust” nmeans the trust established pursuant
to the Borrower’'s Privatization Trust Act, Nunber 7 of 1999 and to which
the Borrower has transferred or will transfer retained shares of the

Restructuring Banks (as hereinafter defined), with a viewto the
distribution of said shares to nationals of Tanzania through collective
instrunents and/or the stock exchange;

(n) “Project Account” means the account referred to in Section
3.03 (a) of this Agreement;

(o) “Project Inplenentation Plan” neans the plan referred to in
paragraph A 1 of Schedule 4 to this Agreenent;

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

(q) “Project Preparation Advance” neans the project preparation
advance granted by the Association to the Borrower pursuant to a letter
fromthe Association, dated Septenber 9, 1998 and countersigned by the
Borrower on Septenber 15, 1998;

(r) “PSRC’ neans the Borrower’s Presidential Parastatal Sector
Ref or m Commi ssi on established pursuant to the Borrower's Public
Corporations Act of 1992;

(s) “Restructuring Bank” nmeans NBC 1997 or NMB or PBZ or TIB or
TPB (all as herein defined) and “Restructuring Banks” means such banks,
col l ectively;

(t) “Speci al Account” means the account referred to in Section
2.02 (b) of this Agreenent;

(u) “Tanzania Shilling” or “Tsh” neans the currency of the
Bor r ower ;

(v) “Tanzani @a” means the territory of the Borrower;

(w) “TIB" means the Tanzani a | nvest nent Bank, established

pursuant to the Tanzania | nvestnent Bank Act, Nunber 20 of 1970; and

(x) “TPB" means the Tanzani a Postal Bank established pursuant to
t he Tanzani a Postal Bank Act, Nunber 11 of 1991.

ARTI CLE ||
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on
the terns and conditions set forth or referred to in the Devel opnent
Credit Agreement, an anount in various currencies equivalent to twenty
mllion six hundred thousand Special Draw ng Ri ghts (SDR 20, 600, 000).

Section 2.02. (a) The anpunt of the Credit nmay be w thdrawn from
the Credit Account in accordance with the provisions of Schedule 1 to
this Agreement for expenditures nmade (or, if the Association shall so
agree, to be made) in respect of the reasonable cost of goods and
services required for the Project and to be financed out of the proceeds
of the Credit.

(b) The Borrower may, for the purposes of the Project, open and



maintain in Dollars a special deposit account in BOT on terms and
conditions satisfactory to the Association. Deposits into, and payments
out of, the Special Account shall be made in accordance with the
provisions of Schedule 5 to this Agreement.

(c) Promptly after the Effective Date, the Association shall, on
behalf of the Borrower, withdraw from the Credit Account and pay to
itself the amount required to repay the principal amount of the Project
Preparation Advance withdrawn and outstanding as of such date and to pay
all unpaid charges thereon. The unwithdrawn balance of the authorized
amount of the Project Preparation Advance shall thereupon be canceled.

Section 2.03. The Closing Date shall be December 31, 2003 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 Agreement (the accrual date) to the
respective dates on which amounts shall be withdrawn by the Borrower from
the Credit Account or canceled; and (ii) at the rate set as of the June
30 immediately preceding the accrual date and at such other rates as may
be set from time to time thereafter pursuant to paragraph (a) above. The
rate set as of June 30 in each year shall be applied from the next date
in that year specified in Section 2.06 of this Agreement.

(c) The commitment charge shall be paid: (i) at such places as
the Association shall reasonably request; (ii) without restrictions of
any kind imposed by, or in the territory of, the Borrower; and (iii) in
the currency specified in this Agreement for the purposes of Section 4.02
of the General Conditions or in such other eligible currency or
currencies as may from time 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 amount of the Credit withdrawn and outstanding from time
to time.

Section 2.06. Commitment charges and service charges shall be
payable semiannually on April 1 and October 1 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below, the
Borrower shall repay the principal amount of the Credit in semiannual
installments payable on each April 1 and October 1 commencing October 1,
2009 and ending April 1, 2039. Each installment to and including the
installment payable on April 1, 2019 shall be one percent (1%) of such
principal amount, and each installment thereafter shall be two percent
(2%) of such principal amount.

(b) Whenever: (i) the Borrower’s per capita gross national
product (GN\P), 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 Association may, subsequent to the review and approval thereof by the
Executive Directors of the Association and after due consideration by



them of the devel opnment 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 install ment not yet due until the principal
anmount of the Credit shall have been repaid; and

(B) requiring the Borrower to commence repaynent of the
princi pal amount of the Credit as of the first sem annual
paynent date, referred to in paragraph (a) above,

falling six months 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 num
of five years on such repaynent of principal.

(c) If so requested by the Borrower, the Association nay revise
the nodification referred to in paragraph (b) above to include, in lieu
of sone or all of the increase in the ampbunts of such installnents, the
paynent of interest at an annual rate agreed with the Association on the
princi pal amount of the Credit wi thdrawn and outstanding fromtime to
time, provided that, in the judgnent of the Association, such revision
shall not change the grant el enent obtained under the above-nentioned
repayment nodification.

(d) If, at any time after a nodification of terns pursuant to
par agraph (b) above, the Association deternines that the Borrower's
econom ¢ condition has deteriorated significantly, the Association may,
if so requested by the Borrower, further nodify the terms of repayment to
conformto the schedule of installnments 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
Condi ti ons.

Section 2.09. BOT is designated as representative of the Borrower
for the purposes of taking any action required or pernmitted to be taken
under the provisions of Section 2.02 of this Agreement and Article V of
the General Conditions.

ARTI CLE |11
Execution of the Project

Section 3.01. (a) The Borrower declares its commtnment to the
obj ectives of the Project as set forth in Schedule 2 to this Agreenent,
and, to this end, shall carry out the Project through the Inplenenting
Agencies as set out in Part B of Schedule 4 to this Agreenent w th due
diligence and efficiency and in confornmity with appropriate
admi ni strative, financial sector and capital market practices, and shall
provi de, pronmptly 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 shall
ot herwi se agree, the Borrower shall carry out the Project in accordance
with the I nplenentati on Programset forth in Schedule 4 to this
Agr eenent .

Section 3.02. Except as the Association shall otherw se agree,
procurement of the goods 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:

0] 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 or
Project Management Reports, the Borrower shall:

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

(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) enabl e the Association’s representatives to exan 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
statenents of expendi ture or Project Managenent
Reports subnitted during such fiscal year
together with the procedures and internal controls involved in their
preparation, can be relied upon to support the
related withdrawal s.

Section 4.02. (a) Wthout linmtation upon the provisions of Section
4.01 of this Agreement, the Borrower shall carry out a time-bound action
pl an, acceptable to the Association, for the strengthening of its
financi al management systemfor the Project, in order to enable the
Borrower, not later than July 31, 2000, or such later date as the
Associ ation shall agree, to prepare quarterly Project Management Reports
acceptable to the Association, each of which:

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

and applications of funds for the Project for the six-nmonth 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-nonth
period followi ng the period covered by said
report;

(ii) (A) describes physical progress in Project
i mpl ementati on, both cunul 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 procurement under the
Proj ect and expenditures 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 later than 45 days after the end of each cal endar quarter
a Project Managenent Report for such peri od.

Section 4.03. The Borrower shall, comrencing in 1999 and unti
conpl etion of the Project:

(a) furnish to the Association not later than six nmonths after
the end of the respective fiscal year of each of the Restructuring Banks,
the annual financial accounts of such Restructuring Bank, audited by
i ndependent auditors acceptable to the Association; and

(b) prior to furnishing each of the said accounts, ensure that:
(i) any adjustments in the accounts requested by the said auditors shal



be made by each Restructuring Bank; and (ii) any loan of any
Restructuring Bank classified as a loss in accordance with the BOT
directives shall be written off.

ARTICLE V
Remedies of the Association

Section 5.01. Pursuant to Section 6.02 (I) of the General
Conditions, the following additional event is specified, that is that a
situation has arisen which shall make it improbable that the Program, or
a significant part thereof, will be carried out.

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:

@) The Borrower has furnished to the Association the Project
Implementation Plan, except for the details referred to in paragraph A.1
(b) of Schedule 4 to this Agreement, and the Association has found such
Project Implementation Plan to be acceptable.

(b) The Borrower has: (i) entered into a management contract
with a management team chosen in accordance with the provisions of
Section Il of Schedule 3 to this Agreement to operate NMB; (ii) completed
any remedial action plans, acceptable to the Association, required to
enforce compliance with the MOUSs; and (iii) furnished to the Association
a timetable acceptable to the Association for the privatization of NMB.

(c) The Borrower has established a financial management system
for the Project, including accounting procedures, satisfactory to the
Association and adequate to ensure proper monitoring of Project
activities.

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
Representatives of the Borrower; Addresses

Section 7.01. Except as provided in Section 2.09 of this Agreement,
the Minister of the Borrower at the time responsible for finance 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:

Ministry of Finance

P.O. Box 9111

Dar es Salaam

United Republic of Tanzania



Cable address: Telex:

TREASURY 41329
Dar es Salaam

For the Association:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

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

IN WITNESS WHEREOF, the parties hereto, acting through their duly
authorized representatives, have caused this Agreement to be signed in
their respective names in the District of Columbia, United States of
America, as of the day and year first above written.

THE UNITED REPUBLIC OF TANZANIA

By /s/ Daniel N. Yona
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Callisto Madavo
Regional Vice President
Africa

SCHEDULE 1
Withdrawal of the Proceeds of the Credit

1. The table below sets forth the Categories of items 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 items so
to be financed in each Category:

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
Q) Equipment, vehicles 100% of foreign

expenditures
and computers: and 75% of local



expenditures

@) under Part A.2 of 3,900,000
the Project
(b) other than under 260,000
Part A.2 of the
Project
2) Consultants’ services:
@) under Part A.2 of 5,400,000
the Project
(b) under Part A.3 (b) 380,000
of the Project
(c) under Part D of 300,000
the Project
(d) other than under 2,250,000
Parts A.2, A.3 (b)
and D of the Project
?3) Training:
@ under Part A.2 of 1,300,000
the Project
(b) other than under 1,100,000
Part A.2 of the
Project
4) Severance payments under 1,200,000
disbursed by
Part A.2 (c) of the
Project
(5) Incremental operating 120,000
costs
(6) Refunding of 1,550,000
Project Preparation
Advance
@) Unallocated 2,840,000
TOTAL 20,600,000
2. For the purposes of this Schedule:
@ the term“foreign expenditures”

100%

100%

100% of amounts

NMB

90%

Amounts due pursuant to
Section 2.02 (c) of this
Agreement

nmeans expenditures in the

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

t he Borrower;

(b) the term“l ocal

expendi tures”

nmeans expenditures in the

currency of the Borrower or for goods or services supplied fromthe

territory of the Borrower;

(c) the terns “Severance Paynents”

means paynments nade or to be

made to an NMB enpl oyee who has been separated from NMB under Part A 1

(c) of the Project; and

(d) the term “lIncrenental

operating costs” nmeans the increnental



costs incurred on account of Project implementation, management and

monitoring, including office supplies, vehicle operation, travel and

supervi sion costs but excluding salaries of officials of the Borrower’s
civil service and of audit of Project accounts.

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

(a) paynents nade for expenditures prior to the date of this
Agreement, except that w thdrawal s, in an aggregate anpunt not exceeding
the equival ent of SDR 421,000 may be made in respect of Categories (1),
(2) and (3) on account of payments nade for expenditures before that date
but after July 13, 1999;

(b) paynents nade for expenditures under Categories (1) (a), (2)
(a), (3) (a) and (4), unless and until the Association has received the
details of the Project Inplementation Plan referred to in paragraph A1
(b) of Schedule 4 to this Agreenent and found such details to be
satisfactory;

(c) paynents nade for expenditures under Category 4 for
Severance Paynents, unless the corresponding application for w thdrawal
of Credit proceeds contains a certification by an independent auditor,
acceptable to the Association, that such Severance Payments were nade in
accordance with the staff retrenchnent program described in the business
plan referred to in paragraph A.1 (b) (i) of Schedule 4 to this
Agr eenent ;

(d) paynents nade for expenditures under Category (2) (b) until
an agreenent has been reached between the Borrower and the Association on
the actions to be taken followi ng the review descri bed under Part A 3 (a)
of the Project; and

(e) paynents nmade for expenditures under Category (2) (c) until
the Credit Reference Bureau has been established with majority private
sector shareholding in a manner acceptable to the Associ ation.

4. The Association nay require withdrawals fromthe Credit Account to
be made on the basis of statements of expenditure for expenditures for
goods and consultant firms under contracts costing |ess than $100, 000
equi val ent each and under contracts costing | ess than $50, 000 equi val ent
each for individual consultants, under such terns and conditions as the
Associ ation shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objectives of the Project are to strengthen the Borrower’s
financial sector and increase the efficiency of service delivery in such
sector through (i) facilitating the privatization of state owned banks;
(ii) strengthening the supporting financial infrastructure including
banki ng, insurance and pension regul ati on and supervision; (iii)
strengtheni ng the national paynents and credit system and (iv)
impl ementing a strategy for the devel opment of capital markets.

The Project consists of the followi ng parts, subject to such
nmodi fications thereof as the Borrower and the Associati on nmay agree upon
fromtine to tine to achi eve such objectives:



Part A: Bank Restructuring and Privatization

1. Preparation of a detailed business plan and privatization strategy
for NMB.
2. Implementing the business plan and privatization strategy for NMB,

including preparing NMB for privatization by increasing productivity of
its staff and strengthening its capacity to engage in micro-finance
lending through:

@) installation of computerized business operations and
management information systems;

(b) carrying out a program designed to facilitate the
retrenchment of NMB staff in order to reduce such staff; such program
consisting of: (i) establishment of appropriate incentive schemes for
early retirement and voluntary separation; (ii) provision of severance
payments for remaining redundant staff; (iii) retraining programs based
on regional employment opportunities; and (iv) job searching and
outplacement assistance;

(c) carrying out a comprehensive training program for staff of
NMB not subject to the program described under the preceding paragraph;
and

(d) carrying out a pilot program to strengthen the capacity of
NMB to develop and market micro finance lending instruments.

3. (@) Carrying out a review of the options for restructuring and
privatizing TPB, TIB and PBZ; and

(b) thereafter, carrying out the recommendations thereof.
Part B: Banking Supervision

1. Strengthening the capacity of BOT to supervise banks through
provision of training to staff of its Directorate of Bank Supervision in
the areas of supervision of problem institutions, on-site examinations
and methodology development.

Part C: Payments System

Design of a modern and efficient national payments and clearing
system including:

1. Development of a comprehensive vision and conceptual design of new
payment mechanisms, based on an assessment of the current system and user
requirements; and

2. Preparation of detailed technical specifications for the national
inter-bank payments and clearing system to be designed and of a time
based implementation plan.

Part D: Credit Reference Bureau
Establishment and management of a credit reference bureau.

Part E: Capital Markets and Securities Authority



1. Establishment of the institutional framework for the working of a
viable capital market in Tanzania including preparation of appropriate
regulations.

2. Strengthening the capacity of CMSA to regulate the capital market
in Tanzania.

3. Training of dealers and potential stockbrokers.

4. Carrying out a publicity and educational program for the general
public, including nationwide dissemination of information.

5. Completion of selected public issues of securities, including
design of distribution procedures, determination of offer prices and
allotment procedures.

Part F: Insurance

1. Strengt heni ng the I nsurance Departnent’s capacity to regulate the
i nsurance industry through assisting it to devel op a supervisory

met hodol ogy and policy framework, including drafting of regul atory

gui del i nes and of supporting accounting principles and standards to be
adopted by the insurance industry.

2. Carrying out a study to assess the feasibility of conbining the
regul ati on of insurance with that of pensions under one regul atory body.

3. Carrying out a study to assess the options for restructuring and
privatizing the National |nsurance Corporation.

Part G Privatization Trust

Est abl i shrent and nanagenent of operations of the Privatization

Trust.
* ok %
The Project is expected to be conpleted by June 30, 2003.
SCHEDULE 3
Procurenent and Consul tants’ Services
Section |. Procurenent of Goods
Part A Gener al

Goods 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 Guidelines) and the
foll ow ng provisions of this Section.

Part B: I nternational Conpetitive Bidding

1. Except as otherwi se provided in Part C of this Section, goods shall
be procured under contracts awarded in accordance with the provisions of



Section Il of the Guidelines and paragraph 5 of Appendix 1 thereto.

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

@) Grouping of contracts

To the extent practicable, contracts for goods shall be grouped in
bid packages estimated to cost $100,000 equivalent or more each.

(b) Preference for domestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Guidelines and
Appendix 2 thereto shall apply to goods manufactured in the territory of
the Borrower.

Part C: Other Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost less than $100,000 equivalent per contract,
up to an aggregate amount not to exceed $700,000 equivalent, may be
procured under contracts awarded in accordance with the provisions of
paragraphs 3.3 and 3.4 of the Guidelines.

2. International or National Shopping

Goods estimated to cost less than $50,000 equivalent per contract
which are readily available off-the-shelf and cannot be grouped, up to an
aggregate amount not to exceed $100,000 equivalent, may be procured under
contracts awarded on the basis of national shopping procedures in
accordance with the provisions of paragraphs 3.5 and 3.6 of the
Guidelines, provided that if such goods are not available locally, they
may be procured under contracts awarded on the basis of international
shopping procedures in accordance with the provisions of paragraphs 3.5
and 3.6 of the Guidelines.

3. Procurement from UN Agencies

Equipment procured within the first six months after the Effective
Date and which cannot be packaged for competitive tenders, up to an
aggregate amount not to exceed $300,000 equivalent, may be procured from
the Inter-Agency Procurement Services Organization of the United Nations
in accordance with the provisions of paragraph 3.9 of the Guidelines.

Part D: 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 contracts, the proposed procurement plan for the Project
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. Procurement of all goods shall be undertaken in accordance
with such procurement plan 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 goods estimated to cost the
equivalent of $100,000 or more, the procedures set forth in paragraphs 2
and 3 of Appendix 1 to the 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
Guidelines shall apply.

Section Il.  Employment of Consultants
Part A: General

Consul tants’ services shall be procured in accordance with the
provi sions of the Introduction and Section IV of the “Guidelines:
Sel ection and Enpl oynent of Consultants by World Bank Borrowers”
publ i shed by the Bank in January 1997 and revised in Septenber 1997 and
January 1999 (the Consultant Cuidelines) and the follow ng provisions of
Section Il of this Schedul e.

Part B: Qual ity- and Cost-based Sel ection

1. Except as otherwi 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

Gui 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.

2. The follow ng provisions shall apply to consultants’ services to be
procured under contracts awarded in accordance with the provisions of the
precedi ng paragraph. The short |ist of consultants for services for
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 Consultant Guidelines.

Part C O her Procedures for the Sel ection of Consultants
1. Sel ection Based on Consultants Qualifications.

Services estimated to cost |ess than $50, 000 equi val ent per
contract, up to an aggregate anmount not to exceed $200, 000 equi val ent,
may be procured under contracts awarded in accordance with the provisions
of paragraphs 3.1 and 3.7 of the Consultant GCuidelines.

2. Least-cost Sel ection

Services for audits of Project accounts estimated to cost |ess than
$50, 000 equi val ent per contract, up to an aggregate amount not to exceed
$200, 000 equi val ent, may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.6 of the
Consul tant Cui del i nes.

3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in



paragraph 5.01 of the Consultant Guidelines shall be procured under
contracts awarded to individual consultants, in accordance with the
provisions of paragraphs 5.1 through 5.3 of the Consultant Guidelines.

Part D: Review by the Association of the Selection of Consultants
1. Selection Planning

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the 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 firms, 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
consulting firnms estimated to cost the equival ent of $50,000 or nore, but
I ess than the equival ent of $100,000, the procedures set forth in
paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a))
and 5 of Appendix 1 to the Consultant Guidelines shall apply.

(c) Wth respect to each contract for the enpl oynent of
i ndi vidual consultants estimated to cost the equival ent of $50,000 or
nmore, 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
sai d 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 t ant Gui del i nes shall apply.

SCHEDULE 4
I mpl enent ati on Program
Part A I mpl enmentati on Plan and Work Prograns

1. The Borrower shall furnish to the Association a Project

I mpl ement ation Plan, satisfactory to the Association, containing a
statenent of objectives and a general description of the Project and the
followi ng details:

(a) with respect to each Part of the Project except Parts A1
and A. 2 of the Project, the Borrower shall furnish to the Association:
(i) an inplermentation schedul e, including a financing plan, covering the
four-year period from 1999 to 2003; (ii) a detailed Project work program
and budget for the first six months followi ng the Effective Date for each
Part of the Project except Parts A1 and A.2 of the Project; (iii)



details of procurement and disbursement arrangements including standard

bi ddi ng docurments (for goods and consultants’ services), and reporting
requi rements on financial managenent; (iv) nonitoring and eval uation
indicators; and (v) other administrative, financial and organizationa
arrangenments, as the Association shall reasonably request; and

(b) as soon as practicable after the appointnent of a managenent
team for NMB pursuant to Section 6.01 (b) of this Agreenment, the Borrower
shall furnish to the Association for the purposes of Part A 2 of the
Project: (i) a revised MU, acceptable to the Association taking into
account the business plan for NMB prepared by the new managenent team
(ii) a detail ed business plan for NMB (including an inplenmentation
schedul e for Part A 2 of the Project) and a correspondi ng financing plan
covering the four-year period from 1999 to 2003 whi ch shall be consistent
with the tine-bound action plan for privatization referred to in Section
6.01 (b) of this Agreenment and shall include a description of the staff
retrenchment programto be carried out under Part A 2 (b) of the Project;
(iii) a detailed Project work program and budget for 1999; (iv) details
of all procurenment and di sbursenment arrangenents including standard
bi ddi ng docurments (for goods and consultants’ services), and reporting
requi rements on financial managenment; (v) nonitoring and eval uation
indicators; and (vi) other administrative, financial and organizational
arrangenents, as the Association shall reasonably request.

2. The Borrower shall, by Decenber 31 in each year commencing in 1999,
furnish to the Association, for its review and comments a detail ed annual
wor k program and budget for the Project for the follow ng cal endar year
based on the Project |nplenentation Plan.

3. The Borrower shall carry out the Project in accordance with the
Project Inplementation Plan and subsequent work programs and shall not
anend or waive such Plan or work progranms or any provision thereof, in a
manner which, in the opinion of the Association, may materially and
adversely affect the inplenentation of the Project.

Part B: Institutional Arrangenents

1. Part A. 1 of the Project shall be inplenmented by NVMB; Part A 2 of
the Project shall be inplenmented by the Mnistries of Finance; Parts B, C
and D of the Project shall be inplemented by BOT; Part E of the Project
shall be inmplenmented by CMSA; Parts F.1 and F.2 of the Project shall be

i mpl emented by the I nsurance Departnent; and Parts F.3 and G of the

Proj ect shall be inplemented by PSRC. Each | nplenmenting Agency shall be
primarily responsible for the execution of project activities under its
part of the Project and tinmely delivery of outputs as defined and agreed
under the Project Inplenentation Plan and shall designate a counterpart
to liaise with BSD

2. BSD shal |l coordinate the inplenentation of the Project and shall be
responsible for: (a) procurenent and disbursenent arrangenments including
managi ng the Special Account and other project accounts; (b) overseeing
and coordinating Project inplenentation activities by the Inplenenting
Agenci es and other relevant institutions of the Borrower; (c) follow ng
up on fulfillnent of agreed financial and other covenants and provisions
in this Agreenent; and (d) furnishing to the Association periodic Project
progress reports.

3. For the purposes of their respective parts of the Project, the
Borrower shall maintain or cause to be maintai ned, CMSA, the |nsurance
Department and Privatization Trust, each with a managenent team and staff
all having qualifications, experience and terns of reference acceptable
to the Associ ation.



4. For the purposes of Parts A and B of the Project, the Borrower
shall appoint, in accordance with Section Il of Schedule 3 to this
Agreement, and maintain until completion of the Project, banking advisers
to assist the Ministries of Finance in supervising the restructuring of

the Restructuring Banks and preparing privatization strategies for them.

Part C: Mid Term Review
The Borrower shall:

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

(b) prepare, under terms of reference satisfactory to the
Association and furnish to the Association on or about August 31, 2001, a
report integrating the results of the monitoring and evaluation
activities performed pursuant to paragraph (a) of this Section, on the
progress achieved in the carrying out of the Project during the period
preceding the date of said report and setting out the measures
recommended to ensure the efficient carrying out of the Project and the
achievement of the objectives thereof during the period following such
date; and

(c) review with the Association and in collaboration with the
Implementing Agencies, by September 30, 2001, or such later date as the
Association shall request, the report referred to in subparagraph (b) of
this paragraph, and, thereafter, take all measures required to ensure the
efficient completion of the Project and the achievement of the objectives
thereof, based on the conclusions and recommendations of the said report
and the Association views on the matter.

Part D: Particular Covenants

1. The Borrower shall enforce compliance with each MOU, including
executing the remedial action plans contained therein as required, in

such a manner as to protect the interests of the Borrower and the
Association and to further the objectives of the Project, and shall not
amend, abrogate, waive either MOU or any provision thereof without the
prior approval of the Association and, except as provided for in the MOU
for NMB, the Borrower shall not intervene in the management of NMB or in
its lending policies.

2. The Borrower shall pay, by the due date, all interest due on any
Government Securities issued to recapitalize NMB and NBC 1997;

3. The Borrower shall not directly or indirectly sponsor subsidized
credit initiatives to businesses or individuals.

4. For the purposes of Parts A.2 and B of the Project, the Borrower
shall furnish to the Association, by December 31 in each year commencing
in 1999, annual reports on the financial status of all banks and

financial institutions operating in Tanzania, with time-bound action

plans acceptable to the Association for solving problems identified in

such reports.

SCHEDULE 5

Special Account



1. For the purposes of this Schedule:

@ the term“eligible Categories” neans Categories (1), (2),
(3) and (4) set forth in the table in paragraph 1 of Schedule 1 to this
Agr eenent ;

(b) the term“eligible expenditures” neans expenditures in
respect of the reasonabl e cost of goods and services required for the
Project and to be financed out of the proceeds of the Credit allocated
fromtine to tine to the eligible Categories in accordance with the
provi sions of Schedule 1 to this Agreenent; and

(c) the term“Authorized Al ocation” neans an anount equival ent
to $2,300,000 to be withdrawn fromthe Credit Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedul e,
provi ded, however, that unless the Association shall otherw se agree, the
Aut horized Al l ocation shall be linmted to an amount equivalent to
$1, 150, 000 until the aggregate amount of withdrawals fromthe Credit
Account plus the total armount of all outstanding special commitnments
entered into by the Association pursuant to Section 5.02 of the General
Condi tions shall be equal to or exceed the equival ent of SDR 3, 500, 000.

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

3. After the Association has received evidence satisfactory to it that
the Special Account has been duly opened, w thdrawals of the Authorized
Al l ocation and subsequent withdrawals to repl enish 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 anmount or ampunts 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,
wi thdraw fromthe Credit Account and deposit into the Special Account
such ampunt or anmpunts as the Borrower shall have requested.

(b) (i) For repl eni shnment of the Special Account, the
Borrower shall furnish to the Associ ation 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 docurments and
ot her evidence required pursuant to
paragraph 4 of this Schedule for the payment or payments in respect of

whi ch repl eni shnent is requested. On the basis of each such
request, the Association shall, on behalf of the Borrower,
withdraw fromthe Credit Account and deposit into

the Special Account such ambunt as the Borrower shall have requested and
as shall have been shown by said docunents and ot her

evi dence to have been paid out of the Special

Account for eligible expenditures. Al such deposits

shall be withdrawn by the Association fromthe Credit Account under

t he respective eligible Categories, and in the

respective equival ent anmounts, as shall have been

justified by said docunments and ot her evidence.

4. For each paynent nade by the Borrower out of the Special Account,
the Borrower shall, at such time as the Association shall reasonably
request, furnish to the Association such docunents and ot her evidence



showing that such payment was made exclusively for eligible expenditures.

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

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

(b) if the Borrower shall have failed to furnish to the
Association, within the period of time specified in Section 4.01 (b) (ii)
of this Agreement, any of the audit reports required to be furnished to
the Association pursuant to said Section in respect of the audit of the
records and accounts for the Special Account;

(c) if, at any time, 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 from the Credit Account pursuant to the
provisions of Section 6.02 of the General Conditions; or

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

6. (@) If the Association shall have determined at any time that
any payment out of the Special Account: (i) was made for an expenditure
or in an amount not eligible pursuant to paragraph 2 of this Schedule; or
(i) was not justified by the evidence furnished to the Association, the
Borrower shall, promptly upon notice from the Association: (A) provide
such additional evidence as the Association may 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.

(c) 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 paragraph 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, including the General Conditions.



