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Public Disclosure Authorized

September 8, 1999

H.E. Levon Barkhudarian
Minister of Finance
Ministry of Finance

1, Government House
Republic Square
Yerevan 375010
Republic of Armenia

Re: Grant for Cultural Heritage Initiative
IDF Grant No. TF27293

Excellency:

| am writing on behalf of the International Development Association (the
Associ ation) to indicate the Association’s agreement to nmake to the Republic of
Arnmenia (the Recipient) a grant in an ampunt not exceedi ng three hundred seventy-one
t housand United States Dol lars (US$371,000) (the Grant).

The Grant is nmade in response to the Recipient's request for financial
assi stance and for the purposes and on the terns and conditions set forth in the Annex
to this Letter-Agreement. The Recipient represents, by confirmng its agreenent bel ow,
that it is authorized to contract and withdraw the Grant for the said purposes and on
the said ternms and conditions.

Pl ease confirmyour agreenment with the foregoing, on behalf of the Recipient, by
signing, dating, and returning to us the enclosed copy of this Letter-Agreenent. Upon
recei pt by the Association of the copy of this Letter-Agreenent countersigned by you,
this Letter-Agreenent will becone effective as of the date of countersignature.

Very truly yours,

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Judy O Connor

Country Director for Arnenia
Europe and Central Asia Departnent
AGREED:

REPUBLI C OF ARMENI A

By /s/ Levon Barkhudaryan
M ni ster of Finance

Date: Decenber 16, 1999

ANNEX

Pur poses, Terns, and Conditions of the G ant

1. The purposes of the Grant are: (i) to inmprove the Recipient’s institutional and
| egal framework for cultural heritage preservati on and managenent and build the
capacity of cultural institutions; and (ii) to set up a Cultural Rehabilitation Fund
with a sound structure to attract diaspora and private sector funds to the arena of
cul tural preservation, and develop a cultural tourismpilot project to nmaxinize |ocal
i npact and closely involve |local comunities. The activities (the Activities) for
which the Grant isgiven are as follows:
Part A Institutional and Legal Franework

1.1 updating the existing inventories of cultural institution and introduci ng new
nmet hods and data coll ection technol ogies for their maintenance and upgradi ng;

1.2 training of professional staff in registry managenent;



1.3 reviewing the existing legal framework and policies on cultural heritage and
assisting the Recipient to revise its legislation in accordance with international
standards for managing cultural properties;

1.4. assessing the implications of the other sectors; legislation in relation to
cultural property protection management.

Part B: Cultural Rehabilitation Fund

1.4 provision of technical assistance to define the terms of reference, criteria and
guidelines governing a Cultural Rehabilitation Fund;

15 _designing an operational manual and procedures for promotion, project design and
evaluation, supervision and monitoring of culturally oriented projects;

1.6 carrying out a feasibility study for a pilot project which will encompass
aspects such as site management from both ecological and commercial points;

1.7 defining a strategy to implement the recommendations outlined in the study,
provide input in promoting with the private sector and help identify private investors
to participate in the project; and

1.8. carrying out feasibility studies on a pilot basis for selected projects to be
financed by the Cultural Rehabilitation Fund and initiated by local cultural
institutions and local governments.

2. Expenditures to be financed out of the proceeds of the Grant are as follows:
Grant Allocated Expenditures
Category (un U.S. Dollars)  to be Financed
Q) Consultants’ services 330,800 100%
and training
(2 Goods 40,200 100% of foreign

expenditures, 100%
of local expendi-
tures (ex-factory
cost) and 80% of
local expenditures
for other items
procured locally

For the purposes of this paragraph, the term:

(a) "foreign expenditures" means expenditures in the currency of any country
other than that of the Recipient for goods or services supplied from the territory of
any country other than that of the Recipient; and

(b) "local expenditures" means expenditures that are not foreign
expenditures, provided, however, that if the currency of the Recipient is also that of
another country from the territory of which goods or services are supplied,
expenditures in such currency for such goods or services shall be deemed to be foreign
expenditures.

3. The Recipient, through the Hayastan All Armenia Fund, a semi-public institution,
shall carry out the Activities with due diligence and efficiency; promptly provide the
funds, facilities, services, and other resources required for the purpose; furnish all
information covering the Activities and the use of the proceeds of the Grant as the
Association shall reasonably request; and from time to time exchange views with the
Association’s representatives on the progress and results of the Activities.

4, A steering committee chaired by the Ministry of Culture, Youth and Sports of the
Recipient shall oversee the implementation of the Activities. The Hayastan All Armenia
Fund shall be responsible for the implementation of the Activities, and shall closely
collaborate with the Ministry of Culture, Youth and Sports and the Ministry of Trade

and Industry.

5. Except as the Association shall otherw se agree, procurenent of the consultants’
servi ces and goods required for the carrying out of the Activities and to be financed
out of the proceeds of the Grant shall be governed by the provisions of Attachnent |



to this Annex..

6. The amount of the Grant shall be credited to an account opened by the
Association on its books in the name of the Recipient (the Grant Account), and the
Association shall disburse funds therefrom to or on the order of the Recipient to meet
the expenditures specified in paragraph 2 above. The Recipient shall submit a written
application for withdrawal of such funds in the form specified by the Association.
Withdrawal applications for the Grant shall be: (a) signed on behalf of the Recipient
by the Minister of Finance or any other person authorized by him or her for such
purpose; and (b) accompanied by evidence of the expenditures made, or, if the
Association shall so agree, to be made. Authenticated specimen signatures of the
designated persons shall be provided with the first application. To facilitate the
carrying out of the Activities, the Recipient may open a special deposit account (the
Special Account) in Dollars in a commercial bank acceptable to the Association on
terms and conditions satisfactory to the Association, including appropriate protection
against set-off, seizure or attachment. Deposits into, and payments out of, the
Special Account shall be made in accordance with the provisions of Attachment I
hereto.

7. The Association may require that withdrawals from the Grant Account be made on

the basis of statenents of expenditure for expenditures for: (a) consultants’ services
costing | ess than the equival ent of US$50,000; (b) training; and (c) goods, all under

such terms and conditions as the Association shall specify by notice to the Recipient.

8. The Grant shall be disbursed in U S dollars. However, the Recipient may
request any other currency required to neet an expenditure to be financed by the
Grant, and the Association

wi Il purchase that currency with U S. dollars.

9. Wthdrawal s fromthe Grant Account shall be nade only for expenditures for goods
and services supplied fromcountries eligible under the Procurenent Guidelines and
Consul tant Cuidelines, as these ternms are defined in Attachnent | to this Annex. No
wi t hdrawal s shall be made on account of paynents for any taxes levied by, or in the
territory of, the Recipient.

10. No wi thdrawals fromthe Grant Account shall be nade after a date two years from
the date of signature by the Association of this Letter-Agreenent, or such |later date
that the Association may establish by notice to the Recipient (the Cosing Date),
except that the Association may di sburse agai nst wi thdrawal applications for
expenditures incurred prior to the C osing Date, which are received by the Association
within four nonths after the Closing Date. Any amount of the Grant then renaining
unwi t hdrawn shal |l be cancel ed.

11. The Association may at any tine, by notice to the Recipient, suspend further

wi thdrawal s fromthe Gant Account if any of the follow ng events has occurred: (a)
funds w thdrawn shall not have been used for the purpose agreed between the Reci pient
and the Association; (b) the Activities shall not have been carried out in accordance
with the standards or nethods agreed between the Recipient and the Association; (c)
the Recipient shall not have conplied with any of the obligations herein specified; or
(d) the right of the Recipient, or any other entity to which the International Bank
for Reconstruction and Devel opnent (the Bank) has nmade a | oan with the guarantee of
the Recipient, to nake withdrawal s under any | oan agreenent with the Bank or any

devel opnent credit agreenent with the Association shall have been suspended.

12. The Association nmay, by notice to the Recipient, cancel any anpbunt of the G ant
remai ning unwi thdrawn (a) at any tine after withdrawals fromthe Gant Account shall
have been suspended pursuant to the provisions of paragraph 11 above; or (b) if the
Recipient fails to take action, satisfactory to the Association, regarding the
i npl ementation of the Activities within six nonths of the date of this
Letter- Agreenent.

Attachment |

Procur enent

Section |I. Consul tants’ Services
Part A: Cener al

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "GQuidelines: Selection and Enpl oynent of



Consultants by World Bank Borrowers", published by the Bank in January 1997 and
revised in September 1997 and January 1999 (the Consultant Guidelines), and the
following provisions of this Section I.

Part B: Quality- and Cost-based Selection

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

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

Servi ces under paragraph 1.3 of the Annex estinmated to cost |ess than $100, 000
equi val ent per contract may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 and 3.7 of the Consultant Cuidelines.

2. I ndi vi dual Consultants

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

Part D Revi ew by the Association of the Selection of Consultants
1. Sel ecti on Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Activities 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 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. Prior Review

Wth respect to each contract for the enpl oynent of consultants estimated to
cost the equival ent of $50,000 or nore, the qualifications, experience, terns of
reference and terns of enploynment of the consultants shall be furnished to the
Association 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 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall
apply.

Section I1. Procurenent of Goods

CGoods shall be procured: (a) in accordance with the provisions of Section | of
the "Guidelines for Procurement under |IBRD Loans and | DA Credits" published by the
Bank in January 1995 and revised in January and August 1996, Septenber 1997 and
January 1999 (the Quidelines); and (b) under contracts awarded on the basis of
shoppi ng procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
CGui del i nes. The review procedures set forth in paragraph 4 of Appendix 1 to the
Gui delines shall apply to such contracts, provided that the word "bids", in such
par agraph 4, shall be read as "quotations".

Attachment |1



Special Account
1. For the purposes of this Attachment:

(@) the term "eligible categories" means the categories set forth in
paragraph 2 of the Annex to this Letter-Agreement;

(b) the term "eligible expenditures" means expenditures in respect of the
reasonable cost of goods and services required for the Activities to be financed out
of the proceeds of the Grant allocated from time to time to the eligible categories in
accordance with the provisions of paragraph 2 of the Annex to this Letter-Agreement;
and

(c) the term "Authorized Allocation” means the amount of US$70,000 to be
withdrawn from the Grant Account and deposited in the Special Account pursuant to
paragraph 3 (a) hereof.

2. Payments out of the Special Account shall be made exclusively for eligible
expenditures in accordance with the provisions of this Attachment.

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) The Recipient shall furnish to the Association a request or requests for
a 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 Recipient, withdraw from the Grant
Account and deposit into the Special Account such amount or amounts as the Recipient
shall have requested.

(b) 0] For replenishment of the Special Account, the Recipient 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 Recipient shall
furnish to the Association the documents and other evidence
required pursuant to paragraph 4 of this Attachment 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 Recipient, withdraw from the Grant Account
and deposit into the Special Account such amount as the Recipient
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 Grant Account under the
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 Recipient out of the Special Account, the Recipient
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 Attachment, 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 Recipient directly from the Grant Account;

(b) if, at any time, the Association shall have notified the Recipient of its
intention to suspend in whole or in part the right of the Recipient to make
withdrawals from the Grant Account pursuant to the provisions of paragraph 11 of the
Annex to this Letter-Agreement; or

(c) once the total unwithdrawn amount of the Grant allocated to the eligible
categories shall equal the equivalent of twice the amount of the Authorized
Allocation.



Thereafter, withdrawal from the Grant Account of the remaining unwithdrawn amount of
the Grant allocated to the eligible categories shall follow such procedures as the
Association shall specify by notice to the Recipient. Such further withdrawals shall

be made only after and to the extent that the Association shall have been satisfied

that all such amounts remaining on deposit in the Special Account as of the date of
such notice will be utilized in making payments for eligible expenditures.

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



