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Loan Agreenent

(Youth Training Project)

bet ween

REPUBLI C OF HUNGARY

and

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

Dat ed October 29, 1997

LOAN NUMBER 4230 HU
LOAN AGREEMENT

AGREEMENT, dated COctober 29, 1997, between REPUBLI C OF HUNGARY (the
Borrower) and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT ('t he
Bank) .

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 Bank to assist in the financing of the
Project; and

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

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |



Ceneral Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Loan and
Guar antee Agreements for Single Currency Loans” of the Bank, dated May
30, 1995, with the nodifications set forth bel ow (the General Conditions)
constitute an integral part of this Agreenent:

Section 6.03 is nodified to read:

“Section 6.03. Cancellation by the Bank. [If (a) the right
of the Borrower to make withdrawal s fromthe Loan Account shal
have been suspended with respect to any anount of the

Loan for a continuous period of thirty (30) days, or (b) at any
tinme, the Bank determ nes, after consultation with the Borrower, that an
amount of the Loan will not be required to finance the

Project’s costs to be financed out of the proceeds of the Loan, or
(c) at any tine, the Bank determ nes, with respect to any contract
to be financed out of the proceeds of the Loan, that corrupt
or fraudul ent practices were engaged in by representatives of the
Borrower or of a beneficiary of the Loan during the procurenent
or the execution of such contract, w thout the
Borrower having taken tinmely and appropriate action satisfactory to the
Bank to remedy the situation, and establishes the anmount of
expenditures in respect of such contract which woul d
ot herwi se have been eligible for financing out of the proceeds of the
Loan, or (d) at any time, the Bank determi nes that the procurenment of any
contract to be financed out of the proceeds of t he
Loan is inconsistent with the procedures set forth or referred to in the
Loan Agreenent and establishes the anmount of expenditures in respect of

such contract which woul d ot herwi se have been eligible for
financing out of the proceeds of the Loan, or (e) after the Cosing Date
an amount of the Loan shall renmain unwi thdrawn fromthe Loan
Account, or (f) the Bank shall have recei ved notice fromthe

Guarantor pursuant to Section 6.07 with respect to an anount of the

Loan, the Bank may, by notice to the Borrower and the
Guarantor, term nate the right of the Borrower to nmake
withdrawal s with respect to such amount. Upon the giving of such notice
such amount of the Loan shall be canceled.”

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

(a) “Deut sche Mark” and “DEM each neans the |awful currency of
the Federal Republic of Germany;

(b) “MOL” neans the Borrower’s Mnistry of Labor

(c) “PCU’ neans the Project Coordinating Unit, established

within ML for the purpose of coordinating all activities in respect of
the Project; and

(d) “Speci al Account” neans the account referred to in Section
2.02 (b) of this Agreement;
ARTI CLE |1
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terns
and conditions set forth or referred to in the Loan Agreement, an anount
equal to sixty two million nine hundred thousand Deutsche Marks (DEM
62, 900, 000) .

Section 2.02. (a) The anount of the Loan may be wi thdrawn fromthe
Loan Account in accordance with the provisions of Schedule 1 to this



Agreement for expenditures made (or, if the Bank shall so agree, to be
made) in respect of the reasonable cost of goods and services required
for the Project described in Schedule 2 to this Agreenent and to be
financed out of the proceeds of the Loan.

(b) The Borrower may, for the purposes of the Project, open and
maintain in Dollars a special deposit account in the National Bank of
Hungary on terns and conditions satisfactory to the Bank. Deposits into,
and paynments out of, the Special Account shall be made in accordance with
the provisions of Schedule 6 to this Agreement.

Section 2.03. The Cosing Date shall be June 30, 2001, or such
| ater date as the Bank shall establish. The Bank shall pronptly notify
the Borrower of such |ater date.

Section 2.04. The Borrower shall pay to the Bank a conmi t ment
charge at the rate of three-fourths of one percent (3/4 of 1% per annum
on the principal anmount of the Loan not withdrawn fromtime to tinme.

Section 2.05. The Borrower shall pay interest on the principal
amount of the Loan withdrawn and outstanding fromtinme to time in
accordance with the provisions of Schedule 3 to this Agreenent.

Section 2.06. Interest and other charges shall be payable
sem annual ly on May 15 and Novenber 15 in each year.

Section 2.07. The Borrower shall repay the principal anmount of the
Loan in accordance with the provisions of Schedule 3 to this Agreenent.

ARTI CLE 111
Execution of the Project

Section 3.01. (a) The Borrower declares its commitnent to the
objectives of the Project as set forth in Schedule 2 to this Agreenent,
and, to this end, shall carry out the Project through MOL with due
diligence and efficiency and in confornmity with appropriate
adm nistrative and financial practices, and shall provide, pronptly as
needed, the funds, facilities, services and other resources required for
the Project. The Adult Labor Mrket Training Departnent of MOL is to be
responsi bl e for technical inplementation of Part A of the Project, and
the Youth Training Departnent of MOL is to be responsible for technical
i mpl ementation of Part B of the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of
this Section and except as the Borrower and the Bank shall otherw se
agree, the Borrower shall carry out the Project in accordance with the
I mpl ement ati on Program set forth in Schedule 5 to this Agreenent.

Section 3.02. Except as the Bank shall otherw se agree, procurenent
of the goods and consultants’ services required for the Project and to be
financed out of the proceeds of the Loan shall be governed by the
provi sions of Schedule 4 to this Agreenent.

Section 3.03. For the purposes of Section 9.08 of the General
Conditions and without limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Bank
and furnish to Bank not |ater than six (6) nmonths after the C osing Date
or such later date as may be agreed for this purpose between the Borrower
and the Bank, a plan for sustaining the prograns devel oped under the
Project; and

(b) afford the Bank a reasonabl e opportunity to exchange vi ews
with the Borrower on said plan.

ARTICLE |V



Fi nanci al Covenants

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

(b) The Borrower shall:

(i) have the records and accounts referred to in
paragraph (a) of this Section
i ncluding those for the Special Account for each fiscal year audited, in
accor dance with appropriate auditing principles
consistently applied, by independent auditors
acceptable to the Bank

(ii) furnish to the Bank as soon as available, but in any
case not later than six (6) nmont hs after the end
of each such year, the report of such audit by said auditors

of such scope and in such detail as the Bank shall have
reasonably requested; and

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

(c) For all expenditures with respect to which withdrawals from
the Loan Account were made on the basis of statements of expenditure, the
Borrower shal |

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

(ii) retain, until at |east one year after the Bank has
received the audit report for the fiscal year in
whi ch the [ast withdrawal fromthe Loan Account was made, al

records (contracts, orders, invoices, bills, receipts
and ot her docunents) evi denci ng such
expendi tures;

(iii) enable the Bank's representatives to exam 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 expenditure submitted during such
fiscal year, together with the procedures and interna

controls involved in their preparation, can be relied
upon to support the rel ated wi t hdrawal s.

ARTI CLE V
Term nati on
Section 5.01. 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.
ARTI CLE VI

Representative of the Borrower; Addresses



Section 6.01. The Deputy President or the General Manager of the
Nati onal Bank of Hungary is designated as representative of the Borrower
for the purposes of Section 11.03 of the General Conditions.

Section 6.02. The foll owi ng addresses are specified for the
pur poses of Section 11.01 of the General Conditions:

For the Borrower:

Nat i onal Bank of Hungary
Departnent for International

Devel opnent Institutions

H 1850 Budapest, Szabadsag ter 8-9
Republ i c of Hungary

Cabl e address: Tel ex:
BANKO 22- 5755
Budapest

For the Bank:

I nternational Bank for
Reconstruction and Devel opnment

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

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

IN WTNESS WHERECOF, the parties hereto, acting through their duly
aut hori zed representatives, have caused this Agreenent to be signed in
their respective nanes in Budapest, Republic of Hungary, as of the day
and year first above witten.

REPUBLI C OF HUNGARY

By /s/ Gyula Pul ay
Aut hori zed Representative

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Roger W G awe
Regi onal Vice President
Europe and Central Asia
SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

1. The table below sets forth the Categories of itens to be financed
out of the proceeds of the Loan, the allocation of the ambunts of the



Loan to each Category and the percentage of expenditures for itens so to
be financed in each Category:

Anmpunt of the

Loan All ocated % of
(Expressed in Expendi tures
Cat egort Deut sche Mar k) to be Financed
(1) Consul tants’ services
and training 9, 150, 000 100%
(2) Goods 47, 480, 000 100% of foreign
expendi tures, 100%
of local expenditures
(ex-factory cost) and
85% of | ocal expendi -
tures for other itens
procured locally
(3) Unal | ocat ed 6, 270, 000
TOTAL 62, 900, 000
2. For the purposes of this Schedul e:
(a) the term“forei gn expendi tures” neans expenditures in the

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

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

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

4, The Bank under such terns and conditions as the Bank shall specify
by notice to the Borrower may require withdrawals fromthe Loan Account
to be made on the basis of statenents of expenditures under contracts
for: (i) expenditures for goods costing | ess than $300, 000 equival ent;
(ii) services of consulting firns costing | ess than $100,000; and (iii)
services of individual consultants costing | ess than $50, 000.

SCHEDULE 2
Description of the Project

The objective of the Project is to hel p adol escents and young
adults to make the transition fromschool to work.

The Project consists of the follow ng parts, subject to such
nmodi fications thereof as the Borrower and the Bank may agree upon from
time to time to achieve such objective

Part A Post Secondary, Job-Oriented Training

1. Provi sion of technical assistance, hardware and software to support
about 15 teans of experts established for the definition of occupationa
skills and know edge, devel opment of nodul ar training curricula and
specification of materials and equi pment necessary to inplenent the
curricula for about 85 occupational specialties.

2. Provi sion of technical assistance, equi pnment, hardware and software
to support inplenmentation of new and revised training curricula in



approxi mately 170 training institutions.

3. Provision of training for staff of training institutes involved in
directing and inpl enenting nodul ar training prograns.

4, Provi sion of technical assistance, fellowships, equipnent and
software to strengthen PCU.

Part B: Secondary Vocational Oientation

1 Provi sion of hardware, training and technical assistance to assist

about 100 secondary vocational schools to inplement new academic core
curricula for grades 9 through 12 and about 35 secondary vocati onal
schools in the inplenentation of new academic curricula for grades 11 and
12.

2. Provi sion of conputer hardware, software, training and technical
assi stance to assist about 135 secondary vocational schools to inplenent
an average of two vocational orientation curricula each in grades 11 and
12.

The Project is expected to be conpl eted by Decenber 31, 2000.
SCHEDULE 3
Interest and Principal Repaynent Provisions
A General Definitions

For purposes of this Schedule, the follow ng terns have the
foll owi ng neani ngs:

(a) “Di sbursed Anmount” neans, in respect of each Interest
Period, the aggregate principal anmount of the Loan withdrawn fromthe
Loan Account in such Interest Period.

(b) “Interest Period” neans the initial period fromand
including the date of this Agreement to, but excluding, the first
I nterest Payment Date occurring thereafter, and after the initial period,
each period fromand including an Interest Payment date to, but
excluding, the next following Interest Paynent Date.

(c) “Interest Paynent Date” neans any date specified in Section
2.06 of this Agreenent.

(d) “Rate Fi xing Date” means, for each Disbursed Anobunt, the
first day of the Interest Period next following the Interest Period in
whi ch such Di sbursed Amount is withdrawn.

B. I nt erest
1. The principal anpbunt of the Loan shall be divided into Disbursed
Amounts. Interest shall accrue on each Disbursed Amount outstanding from

time to time at a rate based on a floating rate index prior to its Rate
Fixing Date and at a fixed rate fromits Rate Fixing Date, as described
in paragraph 2 of this Part B.

2. (a) Fromthe date of wi thdrawal of each anount of each Di sbursed
Amount wi t hdrawn and outstanding, to but not including the Rate Fixing
Date for such Disbursed Anmpunt, interest on each such anmount shall
accrue, at a rate equal to the applicable:

(i) LI BOR Base Rate; plus

(ii) LI BOR Total Spread.



(b) Fromthe Rate Fixing Date for each Di sbursed Anpbunt until
final repaynent thereof, interest on such Disbursed Anpunt shall accrue,
at a rate equal to the applicable:

(i) Fi xed Base Rate; plus
(ii) Fi xed Total Spread.

3. For purposes of paragraph 2 of this Part B, the followi ng terns
have the foll owi ng meani ngs:

(a) “LI BOR Base Rate” neans, for the Interest Period in which a
Di sbursed Amount is withdrawn, the London interbank offered rate for
si x-nonth deposits in Deutsche Marks for value the first day of such
Interest Period (or, in the case of the initial Interest Period, for
val ue the Interest Paynment Date occurring on or next preceding the first
day of such Interest Period), as reasonably determ ned by the Bank and
expressed as a percentage per annum

(b) “LI BOR Total Spread” neans, for the Interest Period in which
each Di sbursed Anount is w thdrawn:

(i) one half of one percent (1/2 of 1%;

(ii) m nus (or plus) the weighted average margin, for such
Interest Period, below (or above) the London
interbank offered rates, or other reference rates, for six-nonth
deposits, in respect of the Bank’s outstandi ng borrow ngs or
portions thereof all ocated by the Bank to fund
single currency |oans or portions thereof made by it
that include such Di sbursed Anpbunt for such Interest Period;

as reasonably determned by the Bank and expressed as a percentage per
annum

(c) “Fi xed Base Rate” neans, for each Disbursed Anbunt, the
equi val ent of the London interbank offered rate for six-nonth deposits in
Deut sche Marks for value on the Rate Fixing Date for such Disbursed
Anpunt, expressed as a single fixed interest rate based on the fixed
interest rates corresponding to the repayment installments of such
Di sbursed Ampbunt, as reasonably determni ned by the Bank and expressed as a
per cent age per annum

(d) “Fi xed Total Spread” neans, for each Disbursed Anpbunt:
(i) one-half of one percent (1/2 of 1%;

(ii) m nus (or plus) the cost margin, applicable on the
Rate Fixing Date for such Di sbursed Amount, bel ow (or
above) the London interbank offered rates, or other
reference rates, for six-nonth deposits, in respect of the
Bank’ s out st andi ng borrowi ngs or portions thereof
allocated to fund single currency |oans or portions
thereof made by it that include such Di sbursed Anount; plus

(iii) the Bank's risk spread applicable on the Rate Fixing
Date for such Disbursed Anount ;

as reasonably determned by the Bank and expressed as a percentage per
annum

4, The Bank shall notify the Borrower of LIBOR Base Rate, LIBOR Total
Spread, Fixed Base Rate and Fi xed Total Spread applicable to each
Di sbursed Amount, pronptly upon the determ nation thereof.

5. Whenever, in light of changes in market practice affecting the



determ nation of the interest rates referred to in this Schedule, the
Bank determines that it is in the interest of its Borrowers as a whole
and of the Bank to apply a basis for determining the interest rates
applicable to the Loan other than as provided in this Schedul e, the Bank
may nodify the basis for determining the interest rates applicable to
amounts of the Loan not yet w thdrawn upon not |ess than six (6) nonths’
notice to the Borrower of the new basis. The new basis shall becone
effective on the expiry of the notice period unless the Borrower notifies
the Bank during said period of its objection thereto, in which case said
nodi fication shall not apply to the Loan.

C. Repaynent

1. Subj ect to the provisions of paragraph 2 of this Part C, the
Borrower shall repay each Di sbursed Anount of the Loan in sem annual
instal | nents payabl e on each May 15 and Novenber 15, the first such
install ment to be payable on the seventh (7th) Interest Paynent Date
following the Rate Fixing Date for such Disbursed Arount and the | ast
such installnent to be payable on the eighteenth (18th) Interest Paynent
Date followi ng the Rate Fixing Date for such Disbursed Anpunt. Each
install ment shall be one-twelfth (1/12) of such Di sbursed Anmount.

2. Not wi t hst andi ng the provisions of paragraph 1 of this Part C if
any installnent of principal of each D sbursed Anpunt woul d, pursuant to
the provisions of said paragraph 1, be payable after Novenber 15, 2012,
the Borrower shall also pay on said date the aggregate amount of all such
i nstal |l nents.

3. After each Di sbursed Anpunt shall have been withdrawn, the Bank
shal | pronptly notify the Borrower of the anortization schedule for such
Di sbursed Anount.

SCHEDULE 4
Pr ocur enent

Section I. Procurenent of Goods
Part A Gener al

Goods shall be procured in accordance with 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 (the Cuidelines) and the follow ng provisions of this
Secti on.
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 Cuidelines and paragraph 5 of Appendix 1 thereto.
2. The follow ng provisions shall apply to goods to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of
this Part B.

(a) Preference for donestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Cuidelines and
Appendi x 2 thereto shall apply to goods nmanufactured in the territory of
t he Borrower.

(b) Notification and Adverti sing

The invitation to prequalify or bid for each contract estimated to

cost $10, 000, 000 equi val ent or nore shall be advertised in accordance
with the procedures applicable to | arge contracts under paragraph 2.8 of



t he Qui delines
Part C O her Procurenent Procedures
1. Limted International Bidding

Contracts for application of software, custom zation of software
and purchase of specialized hardware, which the Bank agrees can only be
obtained froma linited nunber of suppliers, up to an aggregate anount
not to exceed $4, 900,000 and regardl ess of the cost thereof, may be
procured under contracts awarded in accordance with the provisions
of paragraph 3.2 of the Guidelines

2. I nt ernati onal Shopping

Goods estimated to cost |ess than $300, 000 equi val ent per contract,
up to an aggregate anount not to exceed $2, 000, 000 equival ent, nay 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. Nat i onal Shoppi ng

Goods estimated to cost |ess than $50, 000 equi val ent per contract,
up to an aggregate anount not to exceed $500, 000 equival ent, nay 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

4, Direct Contracting

Goods whi ch nust be purchased fromthe original supplier to be
conmpatible with existing equi prent or are of a proprietary nature, up to
an aggregate ampunt not to exceed $1, 600,000, may be procured, with the
Bank’ s prior agreenent in accordance with the provisions of paragraph 3.7
of the Cuidelines.

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

Prior to the issuance of any invitations to prequalify for bidding
or to bid for contracts, the proposed procurenent plan for the Project
shall be furnished to the Bank for its review and approval, in accordance
with the provisions of paragraph 1 of Appendix 1 to the Guidelines.
Procurenent of all goods and works shall be undertaken in accordance wth
such procurenent plan as shall have been approved by the Bank, and wth
the provisions of said paragraph 1

2. Prior Review

(a) Wth respect to each contract estimated to cost the
equi val ent of $300,000 or nore, the procedures set forth in paragraphs 2
and 3 of Appendix 1 to the CGuidelines shall apply.

(b) Wth respect to each contract to be procured under the
provisions of Part C. 4 of Section | of this Schedule, the follow ng
procedures shall apply:

(i) prior to the execution of any contract procured, the
Borrower shall provide to the Bank a copy of the
specifications and the draft contract; and

(ii) in addition, the procedures set forth in paragraphs 2
(f) and 2 (g) and 3 of Appendix 1 to the

Gui del i nes shal |l apply.



3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Gui del i nes shal |l apply.

Section I1I. Procurenent of Consultants
Part A Gener a
1. 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 (the Consultant Guidelines) and the
follow ng provisions of Section Il of this Schedule.

Part B: Quality- and Cost-based Sel ection

1. Except as otherw se provided in Part C of this Section
consultants’ services shall be procured under contracts awarded in
accordance with the provisions of Section Il of the Consultant

Cui del i nes, paragraph 3 of Appendix 1 thereto, Appendix 2 thereto, and
the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

Part C O her Procedures for the Selection of Consultants

1. I ndi vi dual Consultants Services for the Project for tasks that neet
the requirenents set forth in paragraph 5.01 of the Consultant

Gui delines, up to an aggregate amount not to exceed $300, 000, shall be
procured under contracts awarded to individual consultants in accordance
with the provisions of paragraphs 5.1 through 5.3 of the Consultant

Gui del i nes

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

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

2. Prior Review

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

(b) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $50,000 or
nore, the qualifications, experience, terms of reference and terns of
enpl oynent of the consultants shall be furnished to the Bank for its
prior review and approval. The contract shall be awarded only after said
approval shall have been given

3. Post Revi ew
Wth respect to each contract not governed by paragraph 1 of this

Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Consul tant Cui delines shall apply.



SCHEDULE 5
| mpl ement ati on Program

1. During execution of the Project, the Borrower shall maintain PCU
under the supervision of a suitably qualified director and procurenent or
financial officer and supported by support staff in adequate numnbers.

2. The Borrower shall ensure that training institutions included in
and prograns supported under Parts A 2, B.1 and B.2 of the Project shal
neet the criteria agreed by the Borrower and the Bank.

3. The Borrower shall assure that all training proposals to be
i ncl uded under Part A.3 of the Project shall be submitted to the
Borrower’s National Vocational Training Council for review and
endor sement .

4. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to
nmoni tor and eval uate on an ongoi ng basis, in accordance with the
i ndi cators agreed upon between the Borrower and the Bank, the carrying
out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Bank
and furnish to the Bank, on or about May 31, 1999, a report integrating
the results of the nonitoring and eval uation activities perforned
pursuant to paragraph (a) of this Section, on the progress achieved in
the carrying out of the Project during the period preceding the date of
said report and setting out the nmeasures reconmended to ensure the
efficient carrying out of the Project and the achi evement of the
obj ectives thereof during the period follow ng such date; and

(c) review with the Bank, by June 30,1999, or such later date as
the Bank shall request, the report referred to in subparagraph (b) of
this paragraph, and, thereafter, take all neasures required to ensure the
efficient conpletion of the Project and the achi evement of the objectives
t hereof, based on the conclusions and reconmendations of the said report
and the Bank’s view on the matter.

SCHEDULE 6
Speci al Account
1. For the purposes of this Schedul e:

(a) the term*“eligible Categories” neans Categories (1) and (2)
set forth in the table in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term“eligible expenditures” neans expenditures in
respect of the reasonable cost of goods and services required for the
Project and to be financed out of the proceeds of the Loan allocated from
tine to tine to the eligible Categories in accordance with the provisions
of Schedule 1 to this Agreenent; and

(c) the term “Authorized Allocation” neans an anount equival ent
to $4, 000,000 to be withdrawn fromthe Loan Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedul e
provi ded, however, that unless the Bank shall otherw se agree, the
Aut horized All ocation shall be limted to an anmount equivalent to
$2, 000, 000 until the aggregate amount of w thdrawals fromthe Loan
Account plus the total anount of all outstanding special commitnents
entered into by the Bank pursuant to Section 5.02 of the Genera
Conditions shall be equal to or exceed the equivalent of $4, 000, 000.

2. Paynents out of the Special Account shall be nmade exclusively for
el igible expenditures in accordance with the provisions of this Schedul e.



3. After the Bank has received evidence satisfactory to it that the
Speci al Account has been duly opened, wi thdrawals of the Authorized

Al'l ocation and subsequent withdrawals to replenish the Special Account
shall be nade as fol |l ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower
shal | furnish to the Bank a request or requests for deposit into the
Speci al Account of an anount or anopunts which do not exceed the aggregate
amount of the Authorized Allocation. On the basis of such request or
requests, the Bank shall, on behalf of the Borrower, withdraw fromthe
Loan Account and deposit into the Special Account such anmount or anounts
as the Borrower shall have requested.

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

(ii) Prior to or at the tine of each such request, the
Borrower shall furnish to the Bank the docunents
and ot her evidence required pursuant to paragraph 4 of this
Schedul e for the paynent or paynents in respect of

whi ch repleni shnment is requested. On the
basi s of each such request, the Bank shall, on behalf of the

Borrower, w thdraw fromthe Loan Account and deposit
into the Special Account such anount as the Borrower

shal | have requested and as shall have been shown by said

docunents and other evidence to have been paid out of
the Special Account for el igible expenditures. All
such deposits shall be w thdrawmn by the Bank fromthe

Loan Account under the respective eligible
Categories, and in the respective
equi val ent anounts, as shall have been justified by said docunments and
ot her evi dence

4, For each paynent nade by the Borrower out of the Special Account,
the Borrower shall, at such tinme as the Bank shall reasonably request,
furnish to the Bank such docunents and ot her evidence showi ng that such
paynent was made exclusively for eligible expenditures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedul e, the
Bank shall not be required to make further deposits into the Special
Account :

(a) if, at any tine, the Bank shall have determined that al
further withdrawal s should be nmade by the Borrower directly fromthe Loan
Account in accordance with the provisions of Article V of the Genera
Condi tions and paragraph (a) of Section 2.02 of this Agreement;

(b) if the Borrower shall have failed to furnish to the Bank
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 Bank
pursuant to said Section in respect of the audit of the records and
accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Borrower
of its intention to suspend in whole or in part the right of the Borrower
to nake withdrawal s fromthe Loan Account pursuant to the provisions of
Section 6.02 of the General Conditions; or

(d) once the total unw thdrawn amount of the Loan allocated to
the eligible Categories, mnus the total amount of all outstanding
special commitments entered into by the Bank pursuant to Section 5.02 of
the General Conditions with respect to the Project, shall equal the
equi val ent of twice the anmount of the Authorized Allocation.



Thereafter, w thdrawal fromthe Loan Account of the remaining unw t hdrawn
amount of the Loan allocated to the eligible categories shall follow such
procedures as the Bank shall specify by notice to the Borrower. Such
further withdrawal s shall be made only after and to the extent that the
Bank shall have been satisfied that all such anmpbunts remaining on deposit
in the Special Account as of the date of such notice will be utilized in
maki ng paynments for eligible expenditures.

6. (a) If the Bank shall have determined at any tine that any
paynent out of the Special Account: (i) was nmade for an expenditure or
in an anmpunt not eligible pursuant to paragraph 2 of this Schedul e; or
(ii) was not justified by the evidence furnished to the Bank, the
Borrower shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the
Speci al Account (or, if the Bank shall so request, refund to the Bank) an
anount equal to the amount of such paynment or the portion thereof not so
eligible or justified. Unless the Bank shall otherw se so agree, no
further deposit by the Bank into the Special Account shall be nade until
the Borrower has provided such evidence or nmade such deposit or refund
as the case nay be.

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

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

(d) Refunds to the Bank nade pursuant to paragraphs 6 (a), (b)
and (c) of this Schedule shall be credited to the Loan Account for
subsequent withdrawal or for cancellation in accordance with the rel evant
provi sions of this Agreement, including the General Conditions



