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CREDIT NUMBER 3422-YEM
DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated November 29, 2000, between REPUBLIC OF YEMEN (the
Borrower) and the INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

WHEREAS (A) the Borrower, having satisfied itself as to the feasibility
and priority of the Project described in Schedule 2 to this Agreement, has
requested the Association to assist in the financing of the Project;

(B) the Association has received a letter dated September 6, 2000, from
the Borrower describing the Borrower’s basic education program (the Program,
setting out certain neasures required to carry out the Program and declaring the
Borrower's commtnent to the execution of the Program and

WHEREAS t he Associ ation has agreed, on the basis, inter alia, of the
foregoing, to extend the Credit to the Borrower upon the ternms 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 "CGeneral Conditions Applicable to Devel opnent Credit
Agreenments" of the Association, dated January 1, 1985 (as anended through



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

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

“12. ‘Participating Country’ neans any country that the
Associ ation determnes nmeets the requirenents set forth in Section 11 of
Resol ution No. 194 of the Board of Governors of the Association, adopted
on April 18, 1999; and ‘Participating Countries’ mneans, collectively, all
such countries.”

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

“Except as the Borrower and the Association shall otherw se agree,
no wi thdrawal s shall be nade: (a) on account of expenditures in the
territories of any country which is not a Participating Country or for
goods produced in, or services supplied from such territories; or (b) for
the purpose of any paynent to persons or entities, or for any inport of
goods, if such payment or inport, to the know edge of the Association, is
prohibited by a decision of the United Nations Security Council taken
under Chapter VII of the Charter of the United Nations.”

Section 1.02. Unless the context otherw se requires, the several terns
defined in the General Conditions and in the Preanble to this Agreenment have the
respective meanings therein set forth and the followi ng additional terns have
the foll ow ng neanings:

(a) “CAU" means the Credit Administration Unit to be nmaintained in
accordance with the provisions of paragraph A.3 of Schedule 4 to this Agreenent;

(b) “CIT" means the Central I|nplenentation Teamwi thin MOE (as this
termis hereinafter defined) to be maintained in accordance with the provisions
of paragraph A 2 of Schedule 4 to this Agreenent;

(c) “Eligible Categories” neans Categories (1), (2), (3), (4), (5 and
(6) set forth in the table in Part A 1 of Schedule 1 to this Agreenent;

(d) “Eligible Expenditures” nmeans the expenditures for goods, works and
services referred to in Section 2.02 (a) of this Agreenent and to be financed
out of the proceeds of the Credit allocated fromtine to tine to the Speci al
Account ;

(e) “Envi ronnental Managenent Plan” neans the Borrower’s plan, dated
May 31, 2000, as such plan may be updated fromtime to tine by agreenent of the
Borrower and the Association, for inplenentation of the Project in accordance
with certain institutional, mtigating and nonitoring neasures to offset or
reduce adverse environmental inmpacts to acceptable |evels;

(f) “Fiscal Year” neans the fiscal year of the Borrower commencing on
January 1

and endi ng on Decenber 31;

(9) “AdT" means the Governorate |nplenentation Teamwi thin a given
Governorate (as this termis hereinafter defined) to be nmaintained in accordance
with the provisions of paragraph A 2 of Schedule 4 to this Agreenent;

(h) “Governorate” nmeans an admi nistrative division of the Republic of
Yenen,;

(i) “I APSO’ neans the Inter-Agency Procurenent Services Ofice of the
Uni ted Nations;

(j) “MOE” means the Mnistry of Education of the Borrower;

(k) “Project Area” neans the CGovernorates of Anran, Al-Daleh,



Al - Mahweet and Sana’ a;

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

(m “Project Preparation Advance” neans the Project preparation advance
granted by the Association to the Borrower pursuant to the letter agreement
signed on behal f of the Association on January 28, 1998 and on behal f of the
Borrower on February 5, 1998;

(n) “Steering Commttee” neans the comittee to be naintained in
accordance with the provisions of paragraph A 4 of Schedule 4 to this Agreenent;
(o) “Speci al Account” means the account referred to in Part B of

Schedule 1 to this Agreenent; and
(p) “UNI CEF” neans the United Nations Children's Fund.
ARTI CLE 11
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terns
and conditions set forth or referred to in this Agreement, an anount in various
currencies equivalent to forty two mllion four hundred thousand Special Draw ng
Ri ghts (SDR 42, 400, 000) .

Section 2.02. (a) The ampunt of the Credit may be wi thdrawn fromthe
Credit Account in accordance with the provisions of Schedule 1 to this Agreenent
for expenditures made (or, if the Association shall so agree, to be nade) in
respect of the reasonabl e cost of goods, works and services required for the
Proj ect described in Schedule 2 to this Agreenment and to be financed out of the
proceeds of the Credit.

(b) Pronptly after the Effective Date, the Association shall, on behalf
of the Borrower, withdraw fromthe Credit Account and pay itself the anopunt
required to repay the principal anmount of the Project Preparation Advance
wi t hdrawn and out standing as of such date and to pay all unpaid charges thereon.
The unwi t hdrawn bal ance of the authorized amount of the Project Preparation
Advance shall thereupon be cancel ed.

Section 2.03. The Closing Date shall be June 30, 2006, or such |ater date
as the Association shall establish. The Association shall pronptly notify the
Borrower of such |ater date.

Section 2.04. (a) The Borrower shall pay to the Association a conm tnent
charge on the principal amount 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-half of one percent (1/2 of 1% per annum

(b) The commitnent charge shall accrue: (i) fromthe date sixty days
(60) after the date of this Agreenment (the accrual date) to the respective dates
on which amounts shall be withdrawn by the Borrower fromthe Credit Account or
canceled; and (ii) at the rate set as of the June 30 i mediately precedi ng the
accrual date and at such other rates as may be set fromtime to tine 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
Agr eenent .

(c) The commitnent charge shall be paid: (i) at such places as the
Associ ation shall reasonably request; (ii) without restrictions of any kind
i mposed 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 CGeneral
Conditions or in such other eligible currency or currencies as may fromtine to
time be designated or selected pursuant to the provisions of that Section.



Section 2.05. The Borrower shall pay to the Association a service charge
at the rate of three-fourths of one percent (3/4 of 1%) per annum on the
principal amount of the Credit withdrawn and outstanding from time to time.

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

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below, the
Borrower shall repay the principal amount of the Credit in semiannual
installments payable on each April 1 and October 1 commencing April 1, 2011, and
ending October 1, 2040. Each installment to and including the installment
payable on October 1, 2020, shall be one percent (1%) of such principal amount,
and each installment thereafter shall be two percent (2%) of such principal
amount.

(b) Whenever: (i) the Borrower’s per capita gross national product
(GNP), as determined by the Association, shall have exceeded for three (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 amount of the
Credit withdrawn and outstanding from time to time, provided that, in the
judgment of the Association, such revision shall not change the grant element
obtained under the above-mentioned repayment modification.

(d) If, at any time after a modification of terms pursuant to paragraph
(b) above, the Association determines that the Borrower’s economic condition has
deteriorated significantly, the Association may, if so requested by the
Borrower, further modify the terms of repayment to conform to the schedule of
installments as provided in paragraph (a) above.

Section 2.08. The currency of the United States of America is hereby
specified for the purposes of Section 4.02 of the General Conditions.

ARTICLE 11l
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, technical, engineering and
environmental standards and 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 and the provisions of the
Environmental Management Plan.

Section 3.02. Except as the Association shall otherwise agree, procurement
of the goods, works 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 9.06 of the General Conditions
and without limitation thereto, the Borrower shall:

@ prepare, on the basis of guidelines acceptable to the Association
and furnish to the Association not later than six (6) months after the Closing
Date or such later date as may be agreed for this purpose between the Borrower
and the Association, a plan for the 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 and Other Covenants
Section 4.01. (a) The Borrower shall maintain a financial management
system, including records and accounts, and prepare financial statements in a
format acceptable to the Association, adequate to reflect the operations,
resources and expenditures related to the Project.

(b) The Borrower shall:

0] have its records, accounts and financial statements referred

to in paragraph (a) of this Section and the records and
accounts for the Special Account for each Fiscal Year audited,
in accordance with appropriate auditing standards acceptable to

the Association, 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, (A) certified copies of the financial
statements referred to in paragraph (a) of this Section, for

such year as so audited, and (B) an opinion on such statement and
report of such audit, by said auditors, of such scope and in
such detail as the Association shall have reasonably
requested; and

(i)  furnish to the Association such other information concerning
said records, accounts and financial statements, and
the audit thereof, and concerning said auditors, as the
Association may from time to time reasonably request.

(c) For all expenditures with respect to which withdrawals from the
Credit Account were made on the basis of statements of expenditure or Project
Management Reports, the Borrower shall:

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

(i)  retain, until at least one (1) year after the Association
has received the audit report for the Fiscal Year in



which the last withdrawal from the Credit Account was made,
all records and documents (contracts, orders, invoices,
bills, receipts and other documents) evidencing such expenditures;

(i) enabl e the Association’s representatives to exam ne such
records and docunents; and

(iv) ensure that such records, docunents 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 internal controls involved in their preparation, can
be relied upon to support the related w thdrawal s.

Section 4.02. (a) Wthout linmtation upon the provisions of Section 4.01
of this Agreement, the Borrower shall carry out a tinme-bound action plan
acceptable to the Association for the strengthening of its financial nanagement
systemfor the Project in order to enable the Borrower, not |later than Novenber
15, 2001, or such later date as the Association shall agree, to prepare
quarterly Project Managenment Reports, acceptable to the Association, each of
whi ch shal | :

(i) (A set forth actual sources and applications of funds for
the Project, both curulatively and for the period covered by
said report, and proj ected sources and applications of
funds for the Project for the six-month period foll ow ng
the period covered by said report, and (B) show separately
expendi tures 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-nmonth period followi ng the period covered by
said report;

(ii) (A) describe progress in Project inplenentation, both
cunmul atively and for the period covered by said report, and
(B) explain variances between actual and previously forecast
i mpl ementation targets; and

(iii) set forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of
the Credit, as at the end of the period covered by said
report.

(b) Upon the conpletion of the action plan referred to in paragraph (a)
of this Section, the Borrower shall prepare, in accordance w th guidelines
acceptable to the Association, and furnish to the Association not |ater than
forty-five (45) days after the end of each cal endar quarter a Project Managenent
Report for such period.

Section 4.03. Wthout prejudice to the provisions of Section 3.01 of this
Agreement, the Borrower shall ensure that, annually, and comrenci ng Fiscal Year
2001 until conpletion of the Project, counterpart funds, in amounts sufficient
to pay for the costs of operating and maintaining the schools to be constructed,
ext ended, rehabilitated and maintai ned under Part A of the Project, shall be
allocated in the rel evant budget or budgets of MOE.

ARTI CLE V
Renedi es of the Association
Section 5.01. Pursuant to Section 6.02 (I) of the General Conditions, the
follow ng additional event is specified, nanely, that a situation shall have
ari sen which shall nake it inprobable that the Programor a significant part
thereof will be carried out.

ARTI CLE VI



Effective Date; Termination

Section 6.01. The following event is specified as an additional condition
to the effectiveness of this Agreement within the meaning of Section 12.01 (b)
of the General Conditions, namely, that the financial management system referred
to under Section 4.01 (a) of this Agreement has been established.

Section 6.02. The date one hundred twenty (120) days after the date of
this Agreement is hereby specified for the purposes of Section 12.04 of the
General Conditions.

ARTICLE VII
Representative of the Borrower; Addresses
Section 7.01. The Minister of Planning and Development of the Borrower is
designated as representative of the Borrower for the purposes of Section 11.03

of the General Conditions.

Section 7.02. The following addresses are specified for the purposes of
Section 11.01 of the General Conditions:

For the Borrower:

Ministry of Planning and Development
P.O. Box 175

Sana’a

Republic of Yemen

Cable address: Telex:
CENPLAN 2266
Sana'a CENPLAN YE

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 YEMEN

By /s/ Abdulwahab Al-Hajjri

Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION



By /s/ Inder K. Sud
Acting Regional Vice President
Middle East and North Africa
SCHEDULE 1
Withdrawal of the Proceeds of the Credit
A. General
1. The table below sets forth the Categories of items to be financed out of
the proceeds of the Credit, the allocation of the amounts of the Credit to each
Category and the percentage of expenditures for items so to be financed in each
Category:

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
1) Civil works 23,540,000 90%
2) Goods 3,790,000 100% of foreign

expenditures, 100%
of local expenditures
(ex-factory cost);
and 90% of local
expenditures for
other items procured

locally
3) Training 5,840,000 100%
4) Consultants’ services 2,120,000 100%
(5) Maintenance and 2,730,000 60%
repair of buildings,
furniture and
equipment
(6) Incremental 1,270,000 90%
Operating
Expenditures
) Refunding of Project 1,140,000 Amount due pursuant
Preparation Advance to Section 2.02 (b)
of this Agreement
(8) Unallocated 1,970,000
TOTAL 42,400,000
2. For the purposes of this Schedule:

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

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

(c) the term "Incremental Operating Expenditures" means expenditures
incurred by: (i) CAU on account of utility charges, rent for office space,



maintenance and insurance of vehicles, fuel, office supplies, banking charges,
communication services, translation charges, audit costs, travel costs
(including transport and per diem), salaries and labor costs and other
consumables; and (ii) MOE on account of travel costs (including transport and
per diem), but excluding salaries of officials of the Borrower.

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 for expenditures for: (a) goods under
contracts costing less than $200,000 equivalent; (b) works under contracts

costing less than $200,000 equivalent; (c) services under contracts for

consulting firms costing less than $100,000 equivalent; (d) services under

contracts for individual consultants costing less than $50,000 equivalent; (e)

training; and (f) Incremental Operating Expenditures, all under such terms and
conditions as the Association shall specify by notice to the Borrower.

B. Special Account

1. The Borrower shall, for the purposes of the Project, open and maintain in
dol lars a separate special deposit account in the Borrower’s Central bank, on
terms and conditions satisfactory to the Association.

2. After the Association has received evidence satisfactory to it that the
Speci al Account has been opened, withdrawals fromthe Credit Account of anounts
to be deposited into the Special Account shall be nade as foll ows:

(a) until the Association shall have received: (i) the first Project
Management Report referred to in Section 4.02 (b) of this Agreenment, and (ii) a
request fromthe Borrower for withdrawal on the basis of Project Managenent
Reports, withdrawal s shall be made in accordance with the provisions of Annex A
to this Schedule 1; and

(b) upon recei pt by the Association of a Project Managenent Report
pursuant to Section 4.02 (b) of this Agreenent, acconpanied by a request from
the Borrower for withdrawal on the basis of Project Managenent Reports, all
further withdrawal s shall be nade in accordance with the provisions of Annex B
to this Schedul e 1.

3. Paynents out of the Special Account shall be made exclusively for Eligible
Expendi tures. For each payment nade by the Borrower out of the Special Account,
the Borrower shall, at such time as the Association shall reasonably request,

furnish to the Association such docunents and ot her evidence show ng that such
paynent was made exclusively for Eligible Expenditures.

4. Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the
Associ ation shall not be required to make further deposits into the Special
Account:

(a) if the Association deternines at any tinme that any Project
Management Report does not adequately provide the information required pursuant
to Section 4.02 of this Agreenent;

(b) if the Association determines at any tine that all further
wi t hdrawal s shoul d be nade by the Borrower directly fromthe Credit Account; or

(c) if the Borrower shall have failed to furnish to the Association
within the period of time specified in Section 4.01 (b) (ii) of this Agreenent,
any of the audit reports required to be furnished to the Association pursuant to
said Section in respect of the audit of (A) the records and accounts for the
Speci al Account, or (B) the records and accounts reflecting expenditures with
respect to which withdrawals were nade on the basis of Project Managenent
Reports.



5. The Association shall not be required to make further deposits into the
Special Account in accordance with the provisions of Part B.2 of this Schedule
if, at any time, the Association shall have notified the Borrower of its

intention to suspend in whole or in part the right of the Borrower to make
withdrawals from the Credit Account pursuant to Section 6.02 of the General
Conditions. Upon such notification, the Association shall determine, in its

sole discretion, whether further deposits into the Special Account may be made
and what procedures should be followed for making such deposits, and shall
notify the Borrower of its determination.

6. (@) If the Association determines at any time that any payment out of
the Special Account was made for an expenditure which is not an Eligible
Expenditure, or was not justified by the evidence furnished to the Association,

the Borrower shall, promptly upon notice from the Association, provide such
additional evidence as the Association may request, or 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. Unless the Association shall
otherwise agree, no further deposit by the Association into the Special Account
shall be made until the Borrower has provided such evidence or made such deposit
or refund, as the case may be.

(b) If the Association determines at any time that any amount
outstanding in the Special Account will not be required to cover payments for
Eligible Expenditures during the six-month period following such determination,
the Borrower shall, promptly upon notice from the Association, refund to the
Association such outstanding amount.

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

(d) Refunds to the Association made pursuant to sub-paragraph (a), (b)
or (c) of this paragraph 6 shall be credited to the Credit Account for
subsequent withdrawal or for cancellation in accordance with the provisions of
the Credit Agreement.

Annex A to SCHEDULE 1

Operation of Special Account When Withdrawals Are Not
Made On the Basis of Project Management Reports

1. For the purposes of this Annex, the term “Authorized Allocation” neans an
armount equival ent to $2,000,000 to be withdrawn fromthe Credit Account and
deposited into the Special Account pursuant to paragraph 2 of this Annex;

provi ded, however, that, unless the Association shall otherw se agree, the

Aut hori zed Allocation shall be linmted to an anpbunt equival ent to $1, 000, 000
until the aggregate ambunt of withdrawals fromthe Credit Account, plus the
total anount of all outstanding special commitments entered into by the

Associ ation pursuant to Section 5.02 of the General Conditions shall equal or
exceed the equival ent of $4,000, 000.

2. Wthdrawal s of the Authorized Allocation and subsequent withdrawals to
repl eni sh the Special Account shall be nmade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall
furnish to the Association a request or requests for deposit into the Special
Account of an anpunt or anpunts which in the aggregate do not exceed the
Aut horized Al location. On the basis of each such request, the Association
shall, on behalf of the Borrower, withdraw fromthe Credit Account and deposit
into the Special Account such anpbunt as the Borrower shall have requested.

(b) For repl eni shment of the Special Account, the Borrower shall
furnish to the Association requests for deposit into the Special Account at such
interval s as the Association shall specify. Prior to or at the time of each such
request, the Borrower shall furnish to the Association the docunents and ot her
evi dence required pursuant to Part B.3 of Schedule 1 to this Agreenent for the
paynent or payments in respect of which replenishnent is requested. On the basis
of each such request, the Association shall, on behalf of the Borrower, wthdraw
fromthe Credit Account and deposit into the Special Account such amount as the



Borrower shall have requested and as shall have been shown by said documents and
other evidence to have been paid out of the Special Account for Eligible
Expenditures. Each such deposit into the Special Account shall be withdrawn by

the Association from the Credit Account under one or more of the Eligible

Categories.

3. The Association shall not be required to make further deposits into the
Special Account, once the total unwithdrawn amount of the Credit minus the total
amount of all outstanding special commitments entered into by the Credit
pursuant to Section 5.02 of the General Conditions, shall equal the equivalent
of twice the amount of the Authorized Allocation. Thereafter, withdrawal from
the Credit Account of the remaining unwithdrawn amount of the Credit allocated
to said Categories shall follow such procedures as the Association shall specify
by notice to the Borrower. Such further withdrawals shall be made only after
and to the extent that the Association shall have been satisfied that all such
amounts remaining on deposit in the Special Account as of the date of such
notice will be utilized in making payments for Eligible Expenditures.

Annex B to SCHEDULE 1

Operation of Special Account When Withdrawals Are
Made On the Basis of Project Management Reports

1. Except as the Association may otherwise specify by notice to the Borrower,
all withdrawals from the Credit Account shall be deposited by the Association

into the Special Account in accordance with the provisions of Schedule 1 to this
Agreement. Each such deposit into the Special Account shall be withdrawn by the
Credit from the Credit Account under one or more of the Eligible Categories.

2. Each application for withdrawal from the Credit Account for deposit into
the Special Account shall be supported by a Project Management Report.

3. Upon receipt of each application for withdrawal of an amount of the
Credit, the Association shall, on behalf of the Borrower, withdraw from the

Credit Account and deposit into the Special Account an amount equal to the
lesser of: (a) the amount so requested; and (b) the amount which the Association
has determined, based on the Project Management Report accompanying said
application, is required to be deposited in order to finance Eligible

Expenditures during the six-month period following the date of such report;
provided, however, that the amount so deposited, when added to the amount
indicated by said Project Management Report to be remaining in the Special
Account, shall not exceed the equivalent of $4,000,000.

SCHEDULE 2
Description of the Project

The objective of the Project is to increase enroliment of rural children,
particularly girls, in the first six (6) years of basic education.

The Project consists of the following parts, subject to such modifications
thereof as the Borrower and the Association may agree upon from time to time to
achieve such objectives:

Part A: Expansion of Access to Basic Education

Carrying out of a program, to construct new schools for grades one (1)
through six (6) of basic education, extend, rehabilitate and maintain existing
schools for grades one (1) through six (6) of basic education, and strengthen
MOE' s capacity to inplement education access prograns through the provision of
goods and consultants’ services, and the execution of civil works.

Part B: Education Quality I nprovenent
Carrying out of a program to inprove the |earning environment in basic

schools in rural areas through the provision of goods, training and consultants’
servi ces.



Part C: Capacity Building
Carrying out of a program to support MOE's efforts to inplenent the
project and carry out reforns in the basic education sector in an efficient and

sust ai nabl e manner through the provision of goods, training and consultants’
servi ces.

* * %
The Project is expected to be conpleted by Decenber 31, 2005.
SCHEDULE 3

Procurenent and Consultants' Services

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

Section | of the “Guidelines for Procurement under |BRD Loans and | DA Credits”,
publ i shed by the Association in January 1995 and revi sed in January and August
1996, in Septenber 1997 and in January 1999, subject to the nodifications
thereto set forth in paragraph 2 of this Part A (the Cuidelines), and (b) the
provisions of the following Parts of this Section I.

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to “Bank
menber countries” and “nmenber country” shall be deemed to be references,
respectively, to “Participating Countries” and “Participating Country”.
Part B: I nternational Conpetitive Bidding
1. Except as otherwi se provided in Part C of this Section, goods shall be
procured under contracts awarded in accordance with the provisions of Section Il
of the 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) Groupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in bid
packages estimated to cost $100, 000 equi val ent or nore each.

(b) Preference for donestically nmanufactured goods

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

(c) Notification and Adverti sing

The invitation to bid for each contract estimted to cost $200, 000
equi val ent or nore shall be advertised in accordance with the procedures
applicable to large contracts under paragraph 2.8 of the Guidelines.
Part C Gt her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Goods estimated to cost the equival ent of |ess than $350,000 per contract,
up to an aggregate anpunt not to exceed $3, 000,000 equi val ent may, and works
shal |, be procured under contracts awarded in accordance with the provisions of
paragraphs 3.3 and 3.4 of the Cuidelines.

2. I nternational and National Shopping



Goods estimated to cost less than $50,000 equivalent per contract, up to
an aggregate amount not to exceed $500,000 equivalent, may be procured under
contracts awarded on the basis of international or national shopping procedures
in accordance with the provisions of paragraphs 3.5 and 3.6 of the Guidelines.

3. Procurement from UN Agencies

Classroom Kkits, up to an aggregate amount not to exceed $500,000 may be
procured from UNICEF, and vehicles, up to aggregate amount not to exceed
$100,000 may be procured from IAPSO, all in accordance with the provisions of
paragraph 3.9 of the Guidelines.

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

Prior to the issuance of any invitations to pre-qualify for bidding or to
bid for contracts, the proposed procurement plan for the Project shall be
furnished to the Association for its review and approval, in accordance with the
provisions of paragraph 1 of Appendix 1 to the Guidelines. Procurement of all
goods and works shall be undertaken in accordance with such procurement plan as
shall have been approved by the Association, and with the provisions of said
paragraph 1.

2. Prior Review

With respect to the first three (3) contracts for works in each
Governorate and the first three (3) contracts for goods, and each contract for
works and goods estimated to cost more than $200,000 equivalent, the procedures
set forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall apply.
3. Post Review

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

apply.
Section Il.  Employment of Consultants
Part A: General

Consul tants’ services shall be procured in accordance with the provisions
of the Introduction and Section IV of the "Cuidelines: Selection and Enpl oyment
of Consultants by Wrld Bank Borrowers", published by the Association in January
1997 and revised in Septenber 1997 and January 1999 (the Consul tant Gui deli nes)
and the follow ng provisions of Section Il of this Schedul e.

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

Except as otherwi se provided in Part C of this Section, consultants’
services shall be procured under contracts awarded in accordance with the
provi sions 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 sel ection of consultants.
Part C Gt her Procedures for the Selection of Consultants
1. Least - Cost Sel ection

Services estinmated to cost |ess than $100, 000 equi val ent per contract may
be procured under contracts awarded in accordance with the provisions of
paragraphs 3.1 and 3.6 of the Consultant Cuidelines.
2. Sel ection Based on Consultants Qualifications

Services estinmated to cost |ess than $100, 000 equi val ent 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. Single Source Selection

Services which are estimated to cost less than $50,000 equivalent per
contract may, with the Association’s prior agreenent, be procured in accordance
with the provisions of paragraphs 3.8 through 3.11 of the Consultant Guidelines.

Part D: Revi ew by the Association 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 Association for its review and approval, in accordance with the
provi sions of paragraph 1 of Appendix 1 to the Consultant Cuidelines. Selection
of all consultants’ services shall be undertaken in accordance wth such
sel ection plan as shall have been approved by the Association, and with the
provi sions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting
firms estimated to cost the equival ent of $100,000 or nore, the procedures set
forth in paragraphs 1, 2 (other than the third subparagraph of paragraph 2(a))
and 5 of Appendix 1 to the Consultant Guidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of consulting
firms estimated to cost the equival ent of $100,000 or |ess, the procedures set
forth in paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a))
and 5 of Appendix 1 to the Consultant Guidelines shall apply.

(c) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the
qualifications, experience, terns of reference and ternms of enploynent 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
gi ven.

(d) Not wi t hst andi ng the provisions of sub-paragraph (c) above, wth
respect to each contract for the enploynent of a consulting firmor an
individual consultant, the terns of reference 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
Gui del i nes shal |l apply.
SCHEDULE 4
I mpl enent ati on Program

A Overall Project Inplenmentation and Coordi nation

1. The Borrower shall vest the overall responsibility for the inplenentation
of the Project in MOE. To that end, MOE shall carry out: (a) Part A of the



Proj ect through MOE' s Departnent of Project Design and | nplenentation; (b) Part
B of the Project through MOE' s Division of Curriculum and Education |Inspection
and MOE' s Division of General Education; and (c) Part C of the Project through
MOE' s Technical O fice and Conmunity Participation Unit.

2. The day-to-day responsibility for inplenentation of the Project at the
central |evel shall be vested in CIT, which shall be maintained within MOE with
experienced staff in adequate nunbers. Key staff of CIT shall include the

Managers of each of the three (3) MOE Divisions, the Manager of the Comunity
Participation Unit within MOE and the Manager of the Technical Ofice within
MOE. The responsibility for inplementation of the Project at the CGovernorate

| evel shall be vested in the A Ts, each of which to be established in the
respective Governorate not |ater than January 1, 2001. Each AT shall be
assisted in the carrying out of its functions by the DEOin the respective
Governorate. Each G T shall prepare an annual work program and rel at ed budget
for submission to CIT and subsequent consolidation into the reports referred to
under paragraph B (b) (i) of this Schedul e.

3. For purposes of assisting CIT in the inplenentation of the Project and in
order to ensure proper coordination of the carrying out of the Project, the
Borrower shall maintain CAU, within MOE, with professional staff in adequate
nunbers whose qualifications, experience and terns of reference shall be
acceptable to the Association. CAU shall be responsible, inter alia, for: (i)
the procurenent and di sbursement processes under the Project; (ii) nonitoring
Proj ect performance and inpl enentation progress in accordance with the targets
and indicators agreed upon with the Association; (iii) preparation, for

submi ssion to the Association, of annual work progranms and annual budgets; and
(iv) preparation, for subm ssion to the Association, of the reports referred to
under paragraph B (b) (i) of this Schedule. Key staff of CAU shall consist of a
Project director, a financial officer, an accountant, a procurenment officer, a
moni toring and eval uation officer and an executive secretary.

4. Overall Project inplenentation shall take place under the auspices of the
Steering Conmittee to be maintained with nenbership from MOE and representatives
fromthe Borrower’s Mnistry of Finance, Mnistry of Planning and Devel opment
and Mnistry of Civil Services and Admi nistration Reform The nain
responsibility for the Steering Conmittee shall be to oversee the inplenmentation
of the Project. The Steering Conmittee shall also be responsible, inter alia,
for approving the work prograns and budgets referred to under paragraph 3 (iii)
above and the reports referred to under paragraph 3 (iv) above.

B. Progress Reports and M d- Term Revi ew
The Borrower shall:

(a) mai ntain policies and procedures adequate to enable it to nmonitor
and eval uate on an ongoi ng basis, in accordance with the indicators agreed upon
bet ween the Borrower and the Association, the carrying out of the Project and
the achi evenent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Association,
and furnish to the Association: (i) on a quarterly basis, comrencing March 31,
2001, a report on the progress achieved in the inplenentation of the Project and
the achi evenent of the objectives thereof; and (ii) on or about July 31, 2003, a
report, to constitute the basis upon which the nmd-termreview shall take place,
integrating the results of the nonitoring and eval uation activities perforned
pursuant to sub-paragraph (a) of this paragraph and consolidating the results of
the reports referred to under sub-paragraph (b) (i) of this paragraph, on the
progress achieved in the carrying out of the Project during the period preceding
the date of said report and setting out the neasures recomended to ensure the
efficient carrying out of the Project and the achi evement of the objectives
thereof during the period foll ow ng such date; and

(c) review with the Associ ation, by Septenber 30, 2003, or such later
date as the Association shall request, the report referred to in sub-paragraph
(b) (ii) of this paragraph, and, thereafter, take all measures required to
ensure the efficient conpletion of the Project and the achi evenent of the



objectives thereof, based on the conclusions and recommendations of the said
report and the Association’s views on the matter.

C. Annual Revi ews

Wthout prejudice to the provisions of paragraph B above, the Borrower
shal |, conmenci ng Septenber 30, 2001, until conpletion of the Project,
conduct, jointly with the Associ ation, annual reviews to assess the progress
made in inplenenting the Project during the twelve (12) nonths period preceding
the date of said review and to formul ate the measures required to be carried out
in order to ensure the efficient inplenentation of the Project and the
achi everrent of the objectives thereof during the twelve (12) nonths period
following the date of the said annual review



