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CREDI T NUMBER 3331- MAG

Devel opnent Credit Agreenent

(Public-Private Partnership and Infornation
Managenent for Regi onal Devel opnent Project)

bet ween

REPUBLI C OF MADAGASCAR

and

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

Dated May 26, 2000
CREDI T NUMBER 3331- MAG
DEVELOPVENT CREDI T AGREEMVENT

AGREEMENT, dated May 26, 2000, between REPUBLI C OF MADAGASCAR (the Borrower) and
| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ati on).

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; and

WHEREAS t he 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
Agr eenent ;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Development Credit

Agreements” of the Association, dated January 1, 1985 (as amended through December 2,
1997), with the modifications set forth below (the General Conditions), constitute an
integral part of this Agreement:

@) A new paragraph (c) is added to Section 3.04 to read:

“If the Association shall at any time receive less than the full amount



then due and payable to it under the Devel opnent Credit Agreenent, the Association
shal | have the right to allocate and apply the ambunt so received in any manner
and for such purposes under the Devel opment Credit Agreement as the Association shall
in its sole discretion determine.”; and

(b) Section 11.01 is modified by replacing, in the second sentence, the word
“radiogram” with the word “facsimile” and adding a new sentence at the end of the said
Section to read:

“Deliveries made by facsimile transmission shall also be confirmed by
mail.”

Section 1.02. Unless the context otherwise requires, the several terms defined
in the General Conditions and in the Preamble to this Agreement have the respective
meanings therein set forth and the following additional terms have the following
meanings:

@) “CLID" means the “Centre Local d'Information pour le Développement”
referred to under Part A.3 of the Project;

(b) “Economic Region” or “ER” means any of the economic regions established
pursuant to the provisions of Law No. 94-001 dated April 26, 1995 of the Borrower but
which is not a PER;

(c) “IC” means the Interministerial Committee referred to in paragraph 2 of
Schedule 4 to this Agreement;

(d) “Pilot Economic Region” or “PER” means the Anosy Region, the Mangoro
Region and the Menabe Region located in the Borrower’s territory;

(e) “Project Implementation Manual” or “PIM” means the manual describing the
Project reporting and monitoring procedures, plans and other implementation
arrangements (including procurement and disbursement arrangements) and specifying the
performance indicators to be used in assessing the progress achieved in the execution
of the Project;

) “Project Management Report” means each report prepared in accordance with
Section 4.02 of this Agreement;

(9) “RCPU” means the Regional and Country Planning Unit referred to in
paragraph 2 of Schedule 4 to this Agreement;

(h) “RDU” means the Regional Data Unit referred to under Part A.3 of the
Project;

(@) “RDC” means “Regional Development Committee”, i.e. a consultative body
established or to be established at the level of each ER for the purposes of fostering
an active participation of private sector representatives and local communities’
leaders in activities pertaining to economic development planning and investment
programming at the level of each ER; and

3) “Special Accounts” means the accounts referred to in Section 2.02 (b) of
this Agreement.
ARTICLE Il
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Development Credit Agreement, an amount in
various currencies equivalent to three million four hundred thousand Special Drawing
Rights (SDR 3,400,000).

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



out of the proceeds of the Credit.

(b) The Borrower may, for the purposes of Part A of the Project and for the
purposes of Parts B and C of the Project, open and maintain in dollars two separate
speci al deposit accounts (Special Account A and Special Account B) in a conmercial
bank on terms and conditions satisfactory to the Association, including appropriate
protection against set-off, seizure or attachment. Deposits into, and paynents out
of , each respective Special Account shall be nade in accordance with the provisions of
Schedule 5 to this Agreenent.

Section 2.03. The Cosing Date shall be Decenber 31, 2004 or such |later date as
the Association shall establish. The Association shall pronptly notify the Borrower
of such later date.

Section 2.04. (a) The Borrower shall pay to the Association a conmtnent charge
on the principal anount of the Credit not withdrawn fromtinme 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-hal f of one percent (1/2 of 1% per annum

(b) The conmitnent charge shall accrue (i) fromthe date sixty (60) days
after the date of this Agreement (the accrual date) to the respective dates on which
amounts shall be withdrawn by the Borrower fromthe Credit Account or cancel ed; and
(ii) at the rate set as of the June 30 i medi ately preceding the accrual date and at
such other rates as nmay be set fromtine to time thereafter pursuant to paragraph (a)
above. The rate set as of June 30 in each year shall be applied fromthe next date in
that year specified in Section 2.06 of this Agreenent.

(c) The conmmitnent charge shall be paid (i) at such places as the Association
shal | reasonably request; (ii) without restrictions of any kind inmposed by, or in the
territory of, the Borrower; and (iii) in the currency specified in this Agreenent for
the purposes of Section 4.02 of the General Conditions or in such other eligible
currency or currencies as may fromtinme to tinme be designated or selected pursuant to
the provisions of that Section.

Section 2.05. The Borrower shall pay to the Association a service charge at the
rate of three-fourths of one percent (3/4 of 1% per annumon the principal anmount of
the Credit withdrawn and outstanding fromtinme to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annual |y on February 1 and August 1 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c), and (d) bel ow, the Borrower
shal | repay the principal anbunt of the Credit in semi annual installments payable on
each February 1 and August 1 conmenci ng August 1, 2010, and ending February 1, 2040.
Each installnment to and including the installnent payable on February 1, 2020 shall be
one percent (1% of such principal amunt, and each installnment thereafter shall be
two percent (2% of such principal anmount.

(b) Whenever (i) the Borrower’s per capita gross national product (GNP), as
determined by the Association, shall have exceeded for three (3) 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 (6) 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 (5) 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 anpbunt of the Credit withdrawn and
outstanding fromtine to tine, provided that, in the judgnent of the Association, such
revision shall not change the grant el ement obtai ned under the above-nentioned
repayment nodification.

(d) If, at any tine after a nodification of terns 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 1l
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the objectives of the
Project as set forth in Schedule 2 to this Agreement and, to this end, shall carry out
the Project with due diligence and efficiency and in conformity with appropriate
administrative, financial and economic planning 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, 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 designed to ensure the continued achievement of the objectives of
the Project; and

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

ARTICLE IV
Financial Covenants
Section 4.01. (a) The Borrower shall maintain or cause to be maintained records
and accounts adequate to reflect in accordance with sound accounting practices the

operations, resources, and expenditures in respect of the Project of the departments
or agencies of the Borrower responsible for carrying out the Project or any part

thereof.
(b) The Borrower shall:
(@) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Account for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors

acceptable to the Association;

(i)  furnish to the Association as soon as available, but in any case
not later than six (6) 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 fromthe Credit
Account were made on the basis of Project Managenent Reports or statenents of
expenditure, the Borrower shall:

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and accounts reflecting such expenditures;
(ii) retain, until at |east one year after the Association has received
the audit report for the fiscal year in which the |ast w thdrawal from
the Credit Account was nmade, all records (contracts, orders,
i nvoi ces, bills, receipts and ot her docunents) evidencing such

expendi tures;

(iii) enablethe Association’s representatives to examine such records;
and

(iv)  ensure that such records and accounts are included in the annual
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the Project Management Reports or statements of
expenditure submitted during such fiscal year, together with the
procedures and internal controls involved in their preparation,
can be relied upon to support the related withdrawals.

Section 4.02. (a) Without limitation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall carry out a time-bound action plan acceptable to the
Association for the strengthening of its financial management system for the Project
in order to enable the Borrower, not later than December 31, 2001, or such later date
as the Association shall agree, to prepare quarterly Project Management Reports,
acceptable to the Association, each of which:

(@) (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 following 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
(iii) 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 calendar quarter a Project Management Report for such period.
ARTICLE V
Effective Date; Termination

Section 5.01. 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 established the RCPU in accordance with the provisions

of paragraph 2 (b) of Schedule 4 to this Agreement;

(b) the Borrower has concluded the contractual arrangements referred in
paragraph 3 of Schedule 4 to this Agreement in form and substance satisfactory to the
Association and in accordance with the provisions of Section Il of Schedule 3 to this
Agreement;

(c) the Borrower has recruited: (i) an accountant for the RCPU; and (i) the
auditors referred to in Section 4.01 (b) of this Agreement; all under terms and
conditions acceptable to the Association and in accordance with the provisions of
Section Il of Schedule 3 to this Agreement; and

(d) the Borrower has submitted to the Association the PIM in form and
substance satisfactory to the Association.

Section 5.02. 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 VI
Representative of the Borrower; Addresses
Section 6.01. The Minister of the Borrower responsible for finance is designated
as representative of the Borrower for the purposes of Section 11.03 of the General
Conditions.

Section 6.02. The following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

Ministry of Finance and Economy

BP 121

Antananarivo, 101

Madagascar

Cable address: Telex: Facsimile:
MINFIN 22489 261-20 22 345 30
Antananarivo

For the Association:

International Development Association
1818 H Street, N.W.

Washington, 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 MADAGASCAR



By /s/ Zina Andrianarivel o- Razafy
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Callisto Madavo
Regi onal Vice President

Africa
SCHEDULE 1
W thdrawal of the Proceeds of the Credit
1. The table below sets forth the Categories of itens to be financed out of the

proceeds of the Credit, the allocation of the amobunts of the Credit to each Category
and the percentage of expenditures for itens so to be financed in each Category:

Amount of the % of
Credit Allocated Expendi tures
Cat egory (Expressed in SDR) to be Financed
(1) Equi prent , 120, 000 80%
materi al s and
furniture
(2) Consultants’ 100%
services

(a) under Part A of the 1,740,000
Project; and

(b) under Parts B and C 1,210,000
of the Project

) Operating costs 110,000 80%
(4) Unallocated 220,000
TOTAL 3,400,000
2. For the purposes of this Schedule the term “operating costs” means expenditures

incurred under the Project for travel costs and subsistence expenses for travel
related to the Project, and equipment maintenance and repairs.

3. Notwithstanding the provisions of paragraph 1 above, no withdrawals shall be
made in respect of payments made for expenditures prior to the date of this Agreement.

4, The Association may require withdrawals from the Credit Account to be made on
the basis of statements of expenditure (a) for goods and consultants’ services
(consulting firms) under contracts not exceeding $50,000 equivalent each; and (b) for
consultants’ services under contracts not exceeding $20,000each for individual
consultants; all, 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 assist the Borrower in designing appropriate
nmet hodol ogi es and tools aimed at pronoting regi onal econonm c devel opnent through
active participation of private sector representatives in the decision nmaking-process
for investnent progranming at the ER | evel.

The Project consists of the follow ng parts, subject to such nodifications
thereof as the Borrower and the Association may agree upon fromtime to time to
achi eve such objectives:

Part A Pronotion of Private Sector
I nvol venent i n Regional Devel opnent Pl anning and | nvest ment Programm ng

1. Carrying out of thematic workshops and seminars ained at famliarizing RCDs with
strategi c planning techni ques and investments progranm ng.

2. Provi sion of technical advisory services and training to assist RCDs in the
formul ati on of regional devel opment frameworks and regi onal investnent prograns in a
partici patory manner in each PER

3. Est abli shment of (a) a RDU in each PER ainmed at collecting, updating and

di ssem nating econonmic informati on and relevant data to the RDCs; and (b) CLIDs in
Anosy and Menabe ai med at providing any interested party with relevant data pertaining
to local and regional devel opnent potential, ongoing public or private devel opnent
projects as well as potential business opportunities.

4, Fornmul ati on of an appropriate nethodol ogy for the establishment of regional
econom ¢ accounts, and inplenmentation of the said methodol ogy in each PER

Part B: Est abl i shment of Regi onal |Informati on and Know edge Managenent Systens

1. Fornul ati on of appropriate nmethodol ogies to be followed for preparing adequate
regi onal devel opment franeworks and adequate regional public investnent prograns, all
in a participatory manner.

2. Desi gn and establishnent of an adequate regional information system ained at
provi ding each ER with the rel evant data needed for strategic planning, investnent
program ng and regi onal economni ¢ accounti ng.

3. Est abl i shment of an adequate nonitoring and eval uati on system ai ned at neasuring
the progress achieved in the inplenmentation of the Project.

4, Design of appropriate informati on and conmmuni cati on tools such as users guides
and toolkits to be used in carrying out the Project.

Part C Di ssem nation of Appropriate |Investnent Progranm ng Methodol ogies in

ot her ERs

1. Strengthening RCPU'’s expertise in matters relating to regional investment

planning and programming through the provision of technical advisory services and

training.

2. Upgrading the skills of the Borrower's staff responsible for regional

development planning through the provision of adequate training on the new
methodologies developed under the Project.

3. Carrying out of seminars, workshops and other relevant activities aimed at

(a) disseminating the results of the Project in the remaining ERs; and (b) fostering
the establishment of RCDs in the said ERs.

The Project is expected to be completed by June 30, 2004.
SCHEDULE 3



Procurement and Consultants’ Services
Section I. Procurement of Goods
Part A: General

Goods shall be procured in accordance with (a) the provisions of Section | of
the "Guidelines for Procurement under IBRD Loans and IDA Credits” published by the
Bank in January 1995 and revised in January and August 1996, September 1997 and
January 1999 (the Guidelines) and the provisions of the following Parts of this
Section 1.

Part B: Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost $20,000 equivalent or more per contract may be procured
under contracts awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of
the Guidelines.

2. Grouping of contracts

To the extent practicable, contracts for furniture, office equipment and other
equipment shall be grouped in bid packages estimated to cost $20,000 or more each.

3. National Shopping

Contracts for the acquisition of furniture and office equipment estimated to
cost less than $20,000 equivalent per contract up to an aggregate amount not to exceed
$50,000 equivalent, may be procured under contracts awarded on the basis of national
shopping procedures in accordance with the provisions of paragraph 3.5 of the
Guidelines.

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

Prior to the issuance of any invitations 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 estimated to cost the equivalent of $50,000 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

1. Consultants’ services shall be procured in accordance with (a) the provisions of
the Introduction and Section IV of the “Guidelines: Selection and Employment of
Consultants by World Bank Borrowers” published by the Association in January 1997 and
revised in September 1997 and January 1999, subject to the modifications thereto set
forth in paragraph 2 of this Part A (the Consultant Guidelines), and (b) the

provisions of the following Parts of this Section II.

Part B: Quality- and Cost-Based Selection



1. Except as otherwise provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2

thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based selection of consultants.

2. The following provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph.
The short list of consultants for services estimated to cost less than $50,000

equivalent per contract, may comprise entirely national consultants in accordance with
the provisions of paragraph 2.7 of the Consultant Guidelines.

Part C: Other Procedures for the Selection of Consultants
1. Least-cost Selection

Services for financial audits estimated to cost less than $50,000 equivalent per
contract may be procured under contracts awarded in accordance with the provisions of
paragraphs 3.1 and 3.6 of the Consultant Guidelines.

2. Selection Based on Consultants’ Qualifications

Services estimated to cost less than $20,000 equivalent per contract may be
procured under contracts awarded in accordance with the provisions of paragraphs 3.1
and 3.7 of the Consultant Guidelines.

3. Individual Consultants

Services for tasks that meet the requirements set forth in paragraph 5.1 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.

4, Selection under a Fixed Budget

Services required for the selection of the contract manager under Part A of the
Project estimated to cost $200,000 equivalent in the aggregate may be procured under
contracts awarded in accordance with the provisions of paragraph 3.5 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 Consultant Guidelines. 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

@) With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $50,000 or more, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2 (a)) and 5 of
Appendix 1 to the Consultant Guidelines shall apply.

(b) With respect to each contract for the employment of individual
consultants estimated to cost the equivalent of $20,000 or more, the qualifications,
experience, terms of reference and terms of employment of the consultants shall be
furnished to the Association for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

(c) With respect to any amendment to a contract for the employment of a
consulting firm or of an individual consultant as specified in subparagraphs (a) and



(b) above, the contract shall be furnished to the Association for its prior review and
approval .

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
SCHEDULE 4
I mpl enent ati on Program

1. The Borrower shall inplenent the Project in accordance with the procedures,
guidelines, timetables and criteria set forth in the PIMand, except as the

Associ ation shall otherw se agree, the Borrower shall not anmend or waive any provision
of said PIMif, in the opinion of the Association, such anendment or waiver may
materially and adversely affect the inplementati on of the Project.

2. The Borrower shall, for the purposes of carrying out the Project, establish and
thereafter maintain (a) the IC with nenbership and oversight functions and
responsibilities satisfactory to the Association; and (b) the RCPU, with functions,
responsibilities and qualified staff in adequate nunbers, all satisfactory to the
Associ ati on.

3. The Borrower shall, for the purposes of carrying out Part A of the Project,
conclude, with a services provider whose technical expertise is satisfactory to the
Associ ation, a contract acceptable to the Association, including inter alia
appropriate arrangenents enabling the services provider to undertake, on the behal f of
the Borrower, any activities pertaining to the inplementation of Part A of the Project
including the procurement and management of all contracts for goods and consultants’

services required for the said Part A of the Project.

4, The Borrower shall:

@) 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 to this Agreement, 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, by February 15 of each year, 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, by April 15 of each year, or such later date
as the Association shall request, the report referred to in paragraph (b) 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.

5. The Borrower shall (a) no later than December 31, 2001, carry out with the
Association, a mid-term review of the progress made in carrying out the Project. The
said mid-term review shall cover, inter alia, the (i) progress in achieving the
objectives of the Project; and (ii) execution by the Borrower of its obligations under
the Project; and (b) carry out, no later than one month after the completion of
the mid-term review referred to in paragraph (a) above the recommendations of said
review as agreed upon with the Association and as set out in an action plan
satisfactory to the Association.

6. The Borrower shall (a) by October 31 of each year, submit to the Association a
draft work program and the draft budget related thereto; (b) finalize the said draft
work program and related budget by taking into account the comments made by the



Associ ation; and (c) carry out the said work program as agreed upon with the
Associ ati on.

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

(a) the terms “eligible Categories” means Categories (1) through (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
(i) $300,000 to be withdrawn from the Credit Account and deposited into the Special
Account A pursuant to paragraph 3 (a) of this Schedule; and (ii) $100,000 to be
withdrawn from the Credit Account and deposited into the Special Account B pursuant to
said paragraph 3 (a), provided, however, that unless the Association shall otherwise
agree, the Authorized Allocation shall be limited to an amount equivalent to, (A)
$150,000 in the case of the Special Account A; and (B) $50,000 in the case of the
Special Account B 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 SDR 1,500,000.

2. Payments out of a 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 a Special
Account has been duly opened, withdrawals of the Authorized Allocation and subsequent
withdrawals to replenish the Special Account shall be made as follows:

@ For withdrawals of the Authorized Allocation, the Borrower shall furnish
to the Association a request or requests for deposit into the relevant 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 relevant
Special Account such amount or amounts as the Borrower shall have requested.

(b) 0] For replenishment of a 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 relevant 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 relevant 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 a Special Account, 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



shal | not be required to make further deposits into a Special Account:

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

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

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

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

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

ot herwi se agree, no further deposit by the Association into the Special Accounts shall
be made until the Borrower has provided such evidence or nade such deposit or refund,
as the case nay be.

(b) If the Association shall have determned at any tine that any anount
outstanding in any Special Account will not be required to cover further payments for
eligible expenditures, the Borrower shall, pronptly upon notice fromthe Association,

refund to the Association such outstandi ng anount.

(c) The Borrower nmmy, upon notice to the Association, refund to the
Association all or any portion of the funds on deposit in any 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 wi thdrawal or
for cancellation in accordance with the rel evant provisions of this Agreenent,

i ncluding the General Conditions.

SCHEDULE 6
Perf ormance | ndicators

1. By June 30, 2004, nore than 50% of public investnent prograns of regional or
local interest included in the three-year regional rolling public investnent program
in each PER for the followi ng three years shall have been selected in accordance with
local priorities identified by their RDCs.

2. By June 30, 2004, nore than 50% of the total anbunt of public and private
i nvestnents carried out in each PER shall have been financed by private sector
entities.



3. By June 30, 2004, at least 50 % of ERs shall have established their own RDCs.

4, By June 30, 2004, public investment projects carried out in at least two PER
shall have been financed in accordance with the methodologies developed under the
Project.



