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CREDIT NUMBER 3399 ANG

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated July 17, 2000, between REPUBLIC OF ANGOLA (the
Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

WHEREAS 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;
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 "General Conditions Applicable to Development
Credit Agreements" of the Association, dated January 1, 1985 (as amended



through October 6, 1999), with the modifications set forth below (the
General Conditions), constitute an integral part of this Agreement:

(@ A new paragraph (12) is added to Section 2.01 to read as set
forth below, and the existing paragraphs (12) through (14) of said
Section are accordingly renumbered as paragraphs (13) through (15):

"12. ‘Participating Country’ neans any country that the
Associ ation determnes nmeets the requirenents set forth in Section
11 of Resolution No. 194 of the Board of CGovernors of the Association,
adopted on April 8, 1999; and ‘Participating Countries’ means,
collectively, all such countries." ; and

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

"Except as the Borrower and the Association shall otherw se
agree, no withdrawal s 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 paynent
to persons or entities, or for any inport of goods, if such paynent

or inmport, to the know edge of the Association, is prohibited by a

deci sion of the United Nations Security Council taken under Chapter

VI| of the Charter of the United Nations."

Section 1.02. Unless the context otherw se requires, the several
terns defined in the General Conditions have the respective neani ngs
therein set forth and the follow ng additional terms have the foll ow ng
nmeani ngs:

(a) "Annual Work Plan and Budget" neans the annual work plan and
budget prepared by the Borrower for the purpose of the Project pursuant
to paragraph 1 (b) of Schedule 4 to this Agreenent;

(b) "Beneficiary Community" means a conmunity or group which
neets the criteria specified in the Qperational Manual (as hereinafter
defined) and to which or for whose benefit a Gant (as hereinafter
defined) is nade or proposed to be nmade for a Subproject (as hereinafter
defined);

(c) "FAS" (Fundo de Apoio Social) neans the Borrower’'s Soci al
Action Fund established by Decree No 44/94 dated Cctober 28, 1994 (as
anended by Decree No. 04/96 dated January 19, 1996);

(d) "FAS Project Account" means the account referred to in
Section 3.04 (a) of this Agreenent;

(e) "FAS Proj ect Subaccount" means each one of the nine bank
accounts that shall be opened for each one of the nine provinces referred
to in Section 3.04 (e);

(f) "Fi nanci ng Agreenent" means an agreenment to be entered into
bet ween FAS and a Subproject Conmittee (as hereinafter defined) for the
financing of a Subproject (as hereinafter defined) through the provision
of a grant;

"Fiscal Year" and FY nean the Borrower’s fiscal year
commenci ng January 1 and endi ng Decenber 31;

(h) "Grassroot Management Training" or the acronym"GMI" means a
training method to be used for building capacity of Beneficiary
Comunities in nmanagi ng their devel opnent process;

(i) "Human Resource Devel opnent Pl an" neans a plan to be
prepared and adopted by the board of FAS for the training, recruiting and
managi ng of human resources needs regarding the inplenentation of the
Proj ect;

(i) "I mpl ementing Partner" means a non gover nment al
organi zation, public institution, private sector enterprise,



community-based or religious organization and development agency
providing operational support to or otherwise assisting in the carrying
out of the Project;

(k) "Kwanza" (Kwanza) or the acronym "KZ" means the currency of
the Borrower;

0] "National Coordinating Commttee" or "NCC' of FAS (Conité de
Coordenacdo Naci onal) neans the project’s national managenment body which
is coordinated by its Executive Director;

(m "Operational Manual" neans the conprehensive manual referred
to in subparagraphs (iii) and (v), paragraph 1 of Schedule 4 to this
Agreement, adopted by the Borrower, revised and updated for purposes of
the inplenentation of this Project, and setting forth, inter alla,
operational and administrative procedures, and eligibility criteria for
the financing of Subprojects (as hereinafter defined) and to be used for
the purpose of inmplenmenting the Project, as may be amended fromtinme to
time with the prior witten consent of the Association;

(n) "Proj ect Managenent Report" or "PMR' neans each report
prepared in accordance with Sections 4.01 and 4.02 of this Agreenent;

(o) "Project Provinces" nmeans each of the nine provinces where
the Programwi || be inplenented;

p "Project Year" neans each twel ve-nonth period during Project
i mpl ementation starting fromthe day after the Effective Date;

(q "Provincial Account" neans each of the nine new, separately
and i ndependently managed advance accounts of the Special Account
referred to in Section 2.02 (c) of this Agreenent;

(r) "Special Account" means the account referred to in Section
2.02 (b) of this Agreenent;

(s) " Subproj ect Conmittee" (Nicleo Conunitario) means the
Conmittee to be established by each Beneficiary Community in accordance
with the Qperational Manual and Schedule 4 of this Agreenent for the
purpose of identifying, preparing and inplenmenting Subprojects; and

(t) "Subproject" means a specific devel opnent project which
nmeets the criteria set forth in the Qperational Manual and which is to be
financed out of the proceeds of the Credit under Part A of the Project.

ARTI CLE 1|
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 Agreerment, an anount in various currencies equivalent to
twenty-four mllion nine hundred thousand Special Drawi ng Rights (SDR
24,900, 000) .

Section 2.02. (a) The anmpunt of the Credit may be w thdrawn from
the Credit Account in accordance with the provisions of Schedule 1 to
this Agreenment for expenditures made (or, 1f 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 US$, a special deposit account, the FAS Special Account, in a
commerci al bank on terns and conditions satisfactory to the Association,

i ncl uding appropriate protecti on agai nst set-off, seizure or 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) The Borrower shall:

0] open and maintain in Dollars Provincial Accounts, for
each of the Project Provinces where commercial banks
are available, in one commercial bank acceptable to
the Association, on terms and conditions acceptable
to the Association (including appropriate protection
against set-off, seizure or attachment) to be used by
such Project Provinces exclusively for the purposes
of financing Subprojects and Operating Costs under
the Project to be carried out by such Project

Province, as specified in paragraph 5 of Schedule 4

to this Agreement; and

(i)  withdraw from the Special Account and deposit into
each Provincial Account and amount not exceeding
$85,000 for Huambo, $125,000 for Benguela, $125,000
for Cabinda, $125,000 for Luanda, $125,000 for Huila,
$85,000 for Bengo, $85,000 for Kwanza Sul, $125,000
for Namibe and $125,000 for Kunene, and thereafter
replenish said Provincial Accounts in accordance with
paragraph 7 of Schedule 5 to this Agreement.

Section 2.03. The Closing Date shall be February 29, 2004 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,
2010 and ending April 1, 2040. Each installment to and including the
installment payable on April 1, 2020 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 (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 Il
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 through FAS with due
diligence and efficiency and in conformity with appropriate
administrative, financial, social and environmental 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
otherwise agree, the Borrower shall carry out the Project in accordance
with the Implementation Program set forth in Schedule 4 to this
Agreement.

Section 3.02. Except as the Association shall otherwise agree,
procurenment of the goods, subprojects and consultants’ services required
for the Project and to be financed out of the proceeds of the Credit
shall be governed by the provisions of Schedule 3 to this Agreenent.

Section 3.03. 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
Associ ation, and furnish to the Association not later than six (6) nonths
after the Closing Date or such |later date as nay be agreed for this
pur pose between the Borrower and the Association, a plan designed to



ensure the sustainability of the Project; and

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

Section 3.04. Without limitation to its obligations under Section
3.01 of this Agreement, the Borrower shall:

@ open and thereafter maintain, until the completion of the
Project, an account (the FAS Project Account) in KZ, in a commercial
bank, on terms and conditions satisfactory to the Association;

(b) promptly thereafter make an initial deposit in KZ of an
amount equivalent to $300,000 (Initial Deposit) into such account to
finance the Borrower’s contribution to the Project;

(c) thereafter deposit into the Project Account by August 15,
Novenber 15, February 15 and May 15 in each Fiscal Year during Project
i mpl ementati on such ampbunts as shall be required and agreed upon with the
Association to tinmely replenish the Project Account back to the anount of
the initial deposit referred to in paragraph (b);

(d) use the funds in the Project Account exclusively to finance
expendi tures under the Project; and

(e) (i) open and nmaintain in KZ, in one or nore conmerci al
banks, nine FAS Project Sub-Accounts, on ternms and conditions
satisfactory to the Association, in the nane of each Project Province to
be used by such Project Province as the Project Province counterpart
contribution to the costs of the Project; and (ii) deposit into each FAS
Proj ect Sub-Account an initial anpbunt sufficient to cover the counterpart
funds contribution to the Project for each Project Province as determ ned
by the Annual Wrk Pl an and Budget.

Section 3.05 The Borrower shall, by March 2001 and Cctober 2001,
and thereafter on an annual basis, furnish to the Association a
procurement audit, in form and substance acceptable to the Association.

ARTI CLE 1V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall cause FAS to maintain records
and accounts adequate to reflect, in accordance wi th sound accounting
practices, the operations and financial condition of FAS and to register
separately the operations, resources and expenditures related to the
Proj ect .

(b) The Borrower shall cause FAS to:

(i) have its records, accounts and financial statenents
(bal ance sheets, statenents of inconme and expenses
and rel ated statements, including those for the
Speci al Account and each Provincial Account) for each
fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by

i ndependent auditors acceptable to the Association;

(ii) furnish to the Association as soon as avail abl e, but
in any case not |ater than six nonths after the end
of each such year: (A) certified copies of said
financial statenents reflecting the records and
accounts referred to in paragraph (a) of this

Section, for such year as so audited; and (B) the

report of such audit by said auditors, of such scope



and in such detail as the Association shall have
reasonably requested; and

(iiif)  furnish to the Association such other information
concerning such records, accounts and financial
statements 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 PMRs or statements of
expenditure, the Borrower shall:

0] maintain or cause to be maintained, in accordance
with sound accounting practices, records and separate
accounts reflecting such expenditures;

(i)  ensure that all records (contracts, orders, invoices,
bills, receipts and other documents) evidencing such
expenditures are retained 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; and

(i) enabl e the Association’s representatives to exan ne
such records.

(d) The Borrower shall:

(i) have the records and accounts referred to in
paragraph (c¢) (i) of this Section and those for the
Speci al Account and each Provincial Account for each
fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by

i ndependent auditors acceptable to the Association;

(ii) furnish to the Association as soon as avail able, but
in any case not later than six nonths after the end
of each such year the report of such audit by said
audi tors, of such scope and in such detail as the
Associ ation shall have reasonably requested,

including a separate opinion by said auditors as to

whet her the PMRs or statenents of expenditure

subnmitted 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; and

(iii) furnish to the Association such other information
concerni ng said records and accounts and the audit
thereof as the Association shall fromtime to time
reasonably request.

Section 4.02. (a) Wthout linmitation 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 financial
managenent systemfor the Project in order to enable the Borrower, not
later than 18 nonths after the Effective Date, or such later date as the
Associ ation shall agree, to prepare quarterly PVRs, acceptable to the
Associ ation, each of which:

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

(i)  (A) describes physical progress in Project

implementation, both cumulatively and for the period

covered by said report; and (B) explains variances

between the actual and previously forecast
implementation targets; and

(iif) sets forth the status of procurement under the
Project 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 completion of the action plan referred to in
paragraph (a) of this Section, the Borrower shall prepare, in accordance
with guidelines acceptable to the Association, and furnish to the
Association not later than 45 days after the end of each such quarter a
PMR for such period.

ARTICLE V
Other Covenants
Section 5.01. The Borrower shall cause FAS:

(@ to take out and maintain with responsible insurers, or to
make other provision satisfactory to the Association for, insurance
against such risks and in such amounts as shall be consistent with
appropriate practice;

(b) to carry on its operations and conduct its affairs in
accordance with sound administrative, financial, social and environmental
practices under the supervision of qualified and experienced management
assisted by competent staff in adequate numbers; and

(c) at all times to operate and to maintain its plants,
machinery, equipment and other property, and from time to time, promptly
as needed, to make all necessary repairs and renewals thereof, all in
accordance with sound engineering, financial, administrative and
environmental practices.

ARTICLE VI
Remedies of the Association

Section 6.01. Pursuant to Section 6.02 (I) of the General
Conditions, the following additional events are specified:

@) the Borrower’s Decree No. 44/94 (including its amendment by
Decree No. 04/96 dated January 19, 1996) shall have been amended,
suspended, abrogated, repealed or waived so as to affect materially and
adversely the ability of FAS to carry out the Project; and

(b) as a result of events which have occurred after the date of
this Agreement, an extraordinary situation shall have arisen which shall
make it improbable that FAS will be able to carry out the Project.

Section 6.02. Pursuant to Section 7.01 (h) of the General
Conditions, the following additional event is specified, namely, that any
event specified in paragraphs (a) and (b) of Section 6.01 of this



Agreement shall occur.
ARTICLE VII

Effective Date; Termination

Section 7.01. 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 revised Operational Manual in form and substance
satisfactory to the Association has formally been adopted by the
Borrower;

(b) the Borrower has appointed external auditors under terms of
reference, and qualification and experience satisfactory to the
Association for purposes of Section 4.01 of this Agreement;

(c) the Borrower has opened the Project Account and deposited
the Initial Deposit therein;

(d) the Borrower has established a financial management and
accounting system acceptable to the Association;

(e) the Borrower has submitted the first Annual Work Plan and
Budget to the Association; and

)] the Borrower has completed an Environmental Impact
Assessment of the Project acceptable to the Association.

Section 7.03. 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 VIII

Representative of the Borrower; Addresses

Section 8.01. The Minister of Planning (Ministro do Planeamento) of
the Borrower is designated as representative of the Borrower for the
purposes of Section 11.03 of the General Conditions.

Section 8.02. The following addresses are specified for the
purposes of Section 11.01 of the General Conditions:

For the Borrower:

Ministry of Planning
Largo do Pal acio
Cai xa Postal 1205
Luanda

Angol a

Facsim | e:

244 233 9586

For the Associ ation:

I nternational Devel opnent Association
1818 H Street, N W
Washi ngton, D.C. 20433



United States of America

Cable address: Telex: Facsimile:
INDEVAS 248423 (MCI) or (202)
477-6391
Washington, D.C. 64145 (MCI)

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

REPUBLIC OF ANGOLA

By /s/ Francisco Da Cruz
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
1) Goods, 750,000 100% of foreign
Vehicles and expenditures and
Equipment 95% of local
expenditures
2) Subprojects 17,000,000 90%
3) Consul t ant s’ 2, 300, 000 100%
servi ces and
Tr ai ni ng
(4) Qper ati ng 2, 300, 000 95%
Costs
(5) Unal | ocat ed 2, 550, 000

TOTAL 24,900, 000

2. For the purposes of this Schedul e:



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

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

(c) the term "Operating Costs" means the incremental expenses
incurred on account of Project Implementation, management and monitoring,
including office supplies, utilities expenses, rental expenses, vehicles
and equipment operation, transport, travel, per diem, supervision costs
and local contractual staff salaries but excluding salaries of officials
of the Borrower’s civil service

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s
shall be nade in respect of paynents nade for expenditures prior to the
date of this Agreenent;

4. The Association may require withdrawals fromthe Credit Account to
be made on the basis of statements of expenditure for expenditures for:
(i) goods under contracts costing | ess than $100, 000 equi val ent each;
(i1) Subprojects under contracts costing | ess than $100, 000 equi val ent
each; (i1i) services under contracts costing |l ess than $100, 000

equi val ent each for consulting firms and | ess than $50, 000 equi val ent
each for individual consultants; and (iv) operating costs and training,
al |l 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 contribute to the Borrower’s
effort to achieve a sustainable utilization of basic social and econonic
services by the popul ation of the nine Project Provinces through: (a) the
provision or rehabilitation of social and econonmic infrastructure at the
conmunity level; (b) capacity building at the |level of comunities,
partners, local governnment and FAS; and (c) strengthening the nmonitoring
and eval uation system

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

Part A Soci al and Econom c Infrastructure

Strengt heni ng social and economc infrastructure in poor
communities (as deternined by the social econonmic indicators produced by
the Borrower National Statistics Institute) through the financing of
Subprojects in areas such as health, education, water and sanitation,
feeder road rehabilitation, natural resources managenment, storage
facilities and small irrigation facilities.

Part B: Capaci ty Buil ding

I ncreasing the effectiveness and sustainability of comunity
projects by building capacity through: (i) production and di ssem nation
of technical manuals; and (ii) the provision of technical advisory
services in support of training activities at the community |evel, |evel
of inplenenting partners, |ocal government, and |evel of FAS.

Part C Moni tori ng and Eval uati on

Increasing the flow and quality of information on project



implementation through the: (i) provision of technical advisory services
for the monitoring of project performance; (ii) carrying out of

qualitative appraisal and impact assessments of projects; (iii) carrying
out of reviews and analysis of interim and final evaluations and the
lessons learned therefrom; (iv) acquisition of material and equipment for
the carrying out of project monitoring; and (v) carrying out of training
programs in project monitoring for the staff of FAS.

* k%

The Project is expected to be completed by August 31, 2003.
SCHEDULE 3

Procurenent and Consultants’ Services

Section |. Procurenent of Goods
Part A Gener al
1. Goods shall be procured in accordance with (a) the provisions of

Section | of the "Guidelines for Procurenment under |BRD Loans and | DA
Credits" published by the Bank in January 1995 and revised in January and
August 1996, Septenber 1997 and January 1999 (the Cuidelines); and (b)
the provisions of the following Parts of this Section I.

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to
"Bank menber countries" and "nerrber country" shall be deened to be

ref erences, respectively, to "Participating Countries" and "Participating
Country".

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.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Goods estimated to cost |ess than $100, 000 equi val ent per contract,
up to an aggregate anount not to exceed $200, 000 equi val ent, may be
procured under contracts awarded in accordance with the provisions of
paragraphs 3.3 and 3.4 of the Cuidelines.

2. Nat i onal Shoppi ng

Goods estimated to cost |ess than $30, 000 equi val ent per contract,
up to an aggregate anpunt not to exceed $3, 600, 000 equi val ent, may be
procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
the Cuidelines.

Section |I. Procurenent of Subprojects
Part A: CGener al
1. Goods shall be procured in accordance with: (a) the provisions of

Section | of the "Cuidelines for Procurement under |BRD Loans and | DA
Credits" published by the Bank in January 1995 and revised in January and
August 1996, Septenber 1997 and January 1999 (the Cuidelines); and (b)



the provisions of the following Parts of this Section II.

2. In paragraphs 1.6 and 1.8 of the 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: Community Participation

Goods and works up to an aggregate amount not to exceed $22,500,000
equivalent required for Subprojects shall be procured in accordance with
paragraph 3.15 of the Guidelines and as specified in the Operational
Manual.

Part C: Review by the Association of Procurement Decisions for
Sections | and Il

1. Procurement Planning

Prior to the issuance of any invitations to pre-qualify 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 and works 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 and works 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; and

(b) with respect to the first two contracts for Subprojects per
each of the Project Provinces, 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 Ill. Employment of Consultants
Part A: General

1. Consul tants’ services shall be procured in accordance with: (a) 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 Association in January 1997 and revised in Septenber

1997 and January 1999, subject to the nodifications thereto set forth in
paragraph 2 of this Part A (the Consultant Guidelines); and (b) the
provisions of the following Parts of this Section III.

2. I n paragraph 1.10 of the Consultant Guidelines, the references to
"Bank menber countries" and "nmenber country" shall be deemed to be
references, respectively, to "Participating Countries" and "Participating
Country".

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 awar ded 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 followi 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 list of consultant firns for services
estimated to cost |ess than $100, 000 equi val ent per contract, may
conprise entirely national consultant firns in accordance with the

provi sions of paragraph 2.7 of the Consul tant Guidelines.

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

Services for training, estimted to cost |ess than $100, 000
equi val ent per contract with firms may be procured under contracts
awar ded in accordance with the provisions of paragraphs 3.1 and 3.7 of
the Consul tant Guidelines.

2. I ndi vi dual Consul tants

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

Part D: Revi ew by the Association of the Sel ection 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 Association for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant CGuidelines. 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. Pri or Revi ew

(a) Wth respect to each contract for the enpl oynent of
consulting firms and services for training estimted to cost the
equi val ent of $100,000 or nore and to each contract for services for
training, as set forth in Schedule 2 (b) and paragraph 1 of Part C, 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 shall apply.

(b) Wth respect to each contract for the enpl oynent of
consulting firns estinmated to cost |ess than $100, 000 equi val ent and
i ndi vidual consultants estimated to cost the equival ent of $50,000 or
l ess, the qualifications, experience, terns of reference and general
terms of enpl oynent 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.

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



Implementation Program
1. (@) The Borrower shall:

0] maintain policies and procedures adequate to enable
it to monitor and evaluate on an ongoing basis, in
accordance with the indicators set forth in Schedule
6, the carrying out of the Project and the

achievement of the objectives thereof, including any

required revisions of the monitoring and evaluation

systems to facilitate the carrying out of the Project
and the achievement of its objectives;

(i)  prepare and furnish to the Association, no later than
July 31 each year and throughout the duration of the
Project, an Annual Work Program and Budget;

(iii) carry out the Project in accordance with the
Operational Manual and shall not amend the
Operational Manual or waive any provision thereof
which, in the opinion of the Association will
materially and adversely affect the implementation of
the Project or the objectives thereof;

(iv)  prepare, under terms of reference satisfactory to the
Association, and furnish to the Association,
semi-annually on or about March 31 and September 30,
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,
including specific reference to physical progress of
each Subproject, 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

(v) review with the Association, by April 30 and October
31, or such later date as the Association shall
request, the report referred to in paragraph (iii) of
this Section, and, thereafter, take all measures
required to ensure the efficient completion of the
Project and the achievement of the objectives

thereof, based on the conclusions and recommendations
of the said report and the Association’s views on the
matter. The first such exchange of views shall take
pl ace no later than six nonths after the Effective
Dat e.

(b) The progress report referred to in paragraph (a) (iv) of
this Schedul e shall cover, anongst other things:

(i) progress achieved in the inplenmentation of the
Project in the previous 6 nonths and conparison
target/actual;

(ii) anal ysis of the reasons for not achieving the targets
and plans for inproving perfornance accordingly;

(iii) targets and activities to be carried out in the
com ng six nmonths, including work, training and
procurenment plans and budget;

(iv) admi ni stration and financial operation of FAS;

(v) operating costs of FAS including the operating costs
of each provincial office; and



(vi)  the results of the most recent external audits of a
representative sample of subprojects, a review of
procurement, a description of monitoring activities
of the quality and timeliness of implementation of
Subprojects and a summary of the impact of the most
recent Subprojects.

2. Midterm Review

@ On or about the date eighteen (18) months after the
Effective Date, or when one half (1/2) of the proceeds of the Credit have
been disbursed, whichever is earlier, the Borrower shall carry out,
jointly with the Association and FAS, a midterm review of the progress
made in carrying out the Project (hereinafter referred to as the Midterm
Review). The Midterm Review shall cover among other things:

0] an assessment of: (a) work programs and budgets
prepared to date and their status of implementation;
(b) training provided under the Project; (c)

procurement under the Project; and (d) the status of

the Project monitoring indicators referred to in

Schedule 6 to this Agreement and plans for updating

such monitoring indicators;

(i)  areview of the geographical, community and
provincial indicators and of the distribution of the
Subprojects under Part A of the Project in order to
evaluate the performance of the FAS in implementing
Part A of the Project;

(iif) a review of the state of maintenance of the
infrastructure rehabilitated and constructed under
Part A of the Project; and

(iv)  an assessment of, among other things, whether the
Borrower is maintaining the social and economic
infrastructure rehabilitated and constructed under
Part A of the Project with sufficient personnel for
its operation.

(b) The Borrower shall cause FAS, at least four (4) weeks prior
to the Midterm Review, to furnish to the Association a separate report
describing the status of implementation of Part A of the Project and a
summary report of the other Parts of Project implementation.

(c) The Borrower shall cause FAS, no later than four (4) weeks
after the Midterm Review, to prepare an action program, acceptable to the
Association, for the further implementation of Part A of the Project
having regard to the findings of the Midterm Review, and thereafter
implement such program.

3. FAS Structure

The Borrower shall ensure that until Project completion, FAS will
appoint and maintain the following personnel (including the Executive
Director and Provincial Directors) to all key positions detailed in its
organizational chart as set forth in the Operational Manual, all such
personnel to possess experience and qualifications satisfactory to the
Association.

4. Implementation of Subprojects

@) Except as the Association shall otherwise agree, the
Borrower shall insure that in carrying out Part A of the Project, FAS
shall apply the procedures and guidelines set out in the Operational



Manual and shall not amend, suspend, abrogate, repeal or waive any
provision of the Operational Manual in such a way that may, in the
opinion of the Association, materially or adversely affect the execution
of Part A of the Project.

(b) Eligible Subprojects and the Beneficiary Communities must
meet the criteria (general, institutional, social, economic, technical,
legal, environmental and gender) and conditions specified in the
Operational Manual.

(c) The procedures in the Operational Manual shall be followed
in identifying, processing and approving Subprojects under Part A of the
Project. Subprojects estimated to receive less than $70,000 of FAS
financing will be approved at the provincial level. The provincial
offices of FAS shall submit all subprojects estimated to exceed $70,000
FAS contribution to the FAS National Coordination Unit for approval.
Subprojects estimated to exceed $100,000 FAS contribution will be
submitted to the CCN and the Association for approval prior to the
signing of the respective Financial Agreements.

(d) Financing for each Subproject will not exceed 90% of the
total costs of the Subproject.

5. Financing Agreements

The Borrower shall ensure that FAS shall enter into a Financing
Agreement with each Subproject Committee for the benefit of each
Beneficiary Community. The terms of the Financing Agreement shall be
satisfactory to the Association and shall include FAS obtaining rights
adequate to protect the interests of the Borrower, the Association and
FAS, through, inter alia, the following provisions:

(@ the Subproject Committee shall carry out the Subproject with
due diligence and efficiency in accordance with sound technical,
financial, managerial and environmental standards and maintain adequate
records.

(b) The goods, works and services to be financed out of the
proceeds of the Credit for the Subproject shall be procured in accordance
with the provisions of Schedule 3 to this Agreement.

(c) FAS shall have the right to inspect, by itself or jointly
with the Association and the Borrower, the goods and sites, works, plants
and construction included in the Subproject.

(d) FAS shall have the right to obtain all such information as
FAS or the Association shall reasonably request regarding the goods,
works, site, plant and construction included in the Subproject, the
administration, operation, financial and environmental condition of the
Subproject and the benefits to be derived from the Subproject.

(e) FAS shall have the right to suspend or terminate the right
of a Subproject Committee to use the proceeds of the Credit for the
relevant Subproject upon failure by any such Subproject Committee to
perform any of its respective obligations under the Financing Agreement.

The Subproject Committee shall have the obligation to report
to FAS on progress in implementing the Subproject.

SCHEDULE 5

Special Account



1. For the purposes of this Schedule:

@) the term "eligible Categories" means Categories (1), (2),
(3) and (4) 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 $3.2 million 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 $1.6

million until the aggregate amount of withdrawals from the Credit Account
plus the total amount of all outstanding special commitments entered into

by the Association pursuant to Section 5.02 of the General Conditions

shall be equal to or exceed the equivalent of $6 million.

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:

(a) 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.

(i)  Prior to or at the time of each such request, the
Borrower shall furnish to the Association the
documents and other evidence required pursuant to
paragraph 4 of this Schedule for the payment or
payments in respect of which replenishment is
requested. On the basis of each such request, the
Association shall, on behalf of the Borrower,
withdraw from the Credit Account and deposit into the
Special Account such amount as the Borrower shall
have requested and as shall have been shown by said
documents and other evidence to have been paid out of
the Special Account for eligible expenditures. All
such deposits shall be withdrawn by the Association
from the Credit Account under the respective eligible
Categories, and in the respective equivalent amounts,
as shall have been justified by said documents and
other evidence.

4. For each payment made by the Borrower out of the Special Account or
out of any of the Provincial Accounts, the Borrower shall, at such time

as the Association shall reasonably request, furnish to the Association

such documents and other 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 or the Provincial Accounts;

(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 or out of any Provincial Account:
(i) was made for an expenditure or in an amount not eligible pursuant to
paragraph 2 of this Schedule; or (ii) 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 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, including the General Conditions.

7. (a) The Borrower shall withdraw from the Special Account and
deposit into each Provincial Account the funds to assist the Project
Provinces to pay for Subprojects and Operating Costs under the Project.



Such withdrawals or deposits shall be in amounts sufficient to assist

each Project Province to pay for such Subprojects and Operating Cost
provided that in no event the Borrower shall cause the amount held in any
Provincial Account to exceed $85,000 for Huambo, $125,000 for Benguela,
$125,000 for Cabinda, $125,000 for Luanda, $125,000 for Huila, $85,000
for Bengo, $85,000 for Kwanza Sul, $125,000 for Namibe and $125,000 for
Kunene;

(b) payments out of any Provincial Account shall only be made
for eligible expenditures under categories 2 and 4 as set forth in the
table in paragraph 1 of Schedule 1 to this Agreement;

(c) withdrawals from any Provincial Account may be justified by
the Borrower on the basis of statements of expenditures for:

0] Subprojects estimated to cost less than $70,000
equivalent FAS financing; and

(i) Operating Costs, all under such terms and conditions
as the Association shall specify to the Borrower; and

(d) in the event the Association, after consultation with the
Borrower, determines that any outstanding amount in any Provincial
Account is not further required to cover payments for eligible
expenditures, the Project Province beneficiary of such Provincial
Account, upon notice from the Association, shall promptly refund such
outstanding amount to the Special Account.

SCHEDULE 6

Performance Indicators

1. Project Development Objective Indicators:

0] a 15 percent annual increase in the total number of
beneficiaries of the social and economic
infrastructure facilities installed within the
Project after each year of operation; and

(i)  a 95 percent increase in beneficiary satisfaction
with services being delivered through Project
infrastructure by end of Project.

2. Impact Indicators (by Component):

0] 95 percent of Project related infrastructure
functioning at acceptable standards by end of
Project;

(i)  improved performance of FAS personnel, implementing
partners and local government authorities in

Subproject related skills (participatory planning,

proposal development, construction, maintenance,

appropriate technologies, etc.);

(iii) increase in number of community initiated activities
aimed at rebuilding social and economic
infrastructures and organizations; and

(iv)  a 95 percent increase in the use of Monitoring and
Evaluation (hereinafter "M&E") data for Project
management decisions.



3.

Output Indicators (by Component):

0] 95% of planned structures completed to standards
established in the Project Operational Manual;

(i)  increased levels of Subproject related skills among
FAS staff, implementing partners and local government
authorities; and

(iif) timely production of all Project related M&E reports
(including interim and final evaluation).

Process Indicators (FAS Administration and Project Processing)

0] a 35 percent decrease in administrative costs for FAS
by end of Project; and

(i)  number of eligible Project applications by type and
province, percentage approved, and average time for
review, approval and contracting.



