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Dat ed June 21, 2000

TRUST FUND FOR EAST TI MOR
GRANT NUMBER TF- 023834

TRUST FUND FOR EAST Tl MOR GRANT AGREEMENT

AGREEMENT, dated June 21, 2000, between the UN TED NATI ONS TRANSI TI ONAL
ADM NI STRATI ON I N EAST TI MOR (the Recipient) and the | NTERNATI ONAL DEVELOPMENT
ASSCCI ATI ON (the Trustee) acting as trustee of the Trust Fund for East Tinor.

VWHEREAS (A) pursuant to Resolution No. 99-8 of the Executive Directors of the
I nternational Bank for Reconstruction and Devel opment (the Bank) and Resol ution No.
| DA99-5 of the Executive Directors of the Association, as anmended by Resol utions No.
99-8/1 and No. |DA99-5/1, the Executive Directors established the Trust Fund for East
Tinmor (TFET) to assist in the energency reconstruction and recovery programin East
Ti mor and appoi nted the Association as trustee of the TFET;

(B) the United Nations Security Council, acting under Chapter VII of the
Charter of the United Nations, adopted on October 25, 1999, Resolution 1272 (1999)
establishing a United Nations Transitional Administration in East Tinmor (UNTAET) for
an initial period until January 31, 2001, and whereas UNTAET has the objectives and a
structure as set out in part IV of the Report of the Secretary-General dated Cctober
4, 1999;

(O the Recipient, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreenent (the Project), has requested
assi stance fromthe resources of the TFET for funding the Project, which, together
with additional inputs related to Part A 1 of the Project and expected to be provided



pursuant to a Menorandum of Understandi ng between the Recipient and UNICEF will enable
the Recipient to realize the objectives of its emergency school readi ness program and

WHEREAS t he Trustee has agreed, on the basis, inter alia, of the foregoing, to
extend the Grant to the Recipient upon the terns and conditions set forth in this
Agr eenent ;

NOW THEREFORE, the parties hereto hereby agree as foll ows:
ARTI CLE |
General Conditions; Definitions

Section 1.01 The "General Conditions Applicable to the Trust Fund for East Tinor
Grant Agreenents" of the International Devel opnent Associ ation, dated May 15, 2000,
(the Ceneral Conditions) constitute an integral part of this Agreenent.

Section 1.02. Wierever used in this Agreenent, unless the context otherw se
requires, the several terns defined in the General Conditions and in the Recitals to
this Agreenent have the respective nmeanings therein set forth, and the follow ng
addi tional terns have the foll ow ng neanings:

(a) "I nteri mEducation Authority" means the authority to be established
within the Recipient’s Governance and Public Administration pillar, to advise the
Reci pient in educational policies, programs and services until such functions are
i ncorporated into a department responsible for education to be established within the
Recipient’s transitional admnistration;

(b) "Participation Agreenent" nmeans the agreenent to be entered into between
the Project Manager and the school principal or the District Education O ficer of the
District where the school is |located or such other person as shall be agreed with the
Trustee, for purposes of Part A 1 of the Project;

(c) "Project Managerment Unit" and "PMJ' nean the unit responsible for the
i npl ementation of the Project, including the inplenentation of the financial
managenent and procurenent action plans, and nmean the Project inplenentation entity
for purposes of sub-sections (g), (h), (i) and (j) of Section 6.02 of the General
Condi ti ons;

(d) "Project Operations Manual" neans the Project Qperations Manual to assi st
the Project Managenent Unit in the inplenentation of Parts A, B, C and D of the
Proj ect through the description of, inter alia, procurenent procedures and standard
docunent ati on, nodel Participation Agreenent, reporting requirenents, the Project
Per f ormance I ndicators, environmental criteria applicable to designs, and criteria for
the selection of schools, as such Project Operations Manual may be anended fromtine
totime with the agreement of the Trustee;

(e) "Project Performance |ndicators” nmeans those indicators designed to
neasure the Recipient’s performance in achieving Project objectives as set forth in
Schedule 5 to this Agreenent;

(f) "Speci al Account" neans the account referred to in Section 2.02 (b) of
thi s Agreenent;

(9) "Sub-grant" neans a grant made avail abl e by the Recipient out of the
proceeds of the Grant for a Sub-project under Part A. 1 of the Project; and

(h) "Sub-project” nmeans a specific school rehabilitation project carried out
under Part A 1 of the Project and utilizing the proceeds of a Sub-Gant.
ARTI CLE |1
The G ant

Section 2.01. (a) The Trustee agrees to make available to the Recipient, on the
terns and conditions set forth or referred to in this Agreement, the Grant in an
anount equal to thirteen million nine hundred thousand Dol lars ($13, 900, 000).

(b) The Trustee shall not be obligated to nake any paynment under this
Agreenent except to the extent it shall have received funds for the purpose pursuant
to the Resolution referred to in Wereas (A) of this Agreenent.



Section 2.02. (a) The anpbunt of the Grant may be withdrawn fromthe G ant
Account in accordance with the provisions of Schedule 1 to this Agreenent: (i) for
amounts paid (or, if the Trustee shall so agree, to be paid) by the Recipient on
account of a Sub-grant under Part A.1 of the Project to neet the reasonabl e cost of
goods and services required for a Sub-project and in respect of which the w thdrawal
fromthe Grant Account is requested; and (ii) for expenditures made (or, if the
Trustee shall so agree, to be nade) in respect of the reasonable cost of goods and
services required for the Project and to be financed out of the proceeds of the G ant.

(b) The Reci pi ent may, for purposes of the Project, open and nmaintain in
Dol l ars a special deposit account in a comercial bank, acceptable to the Trustee, on
terns and conditions satisfactory to the Trustee, including appropriate protection
agai nst set-off, seizure and attachnent. Deposits into, and paynents out of, the
Speci al Account shall be nade in accordance with the provisions of Schedule 6 to this
Agr eenent .

Section 2.03. The Cosing Date shall be Decenber 31, 2001, or such |later date as
the Trustee shall establish. The Trustee shall pronptly notify the Recipient of such
| ater date.

ARTI CLE 11
Execution of the Project

Section 3.01. (a) The Recipient declares its comnmitment to the objectives of the
Project as set forth in Schedule 2 to this Agreenment and, to this end, shall carry out
the Project, through the Project Managenent Unit, with due diligence and efficiency
and in conformity with appropriate adm nistrative, educational, engineering,
environnental, and financial practices, and shall provide, pronptly as needed, the
funds, facilities, services and other resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Recipient and the Trustee shall otherw se agree, the Recipient shal
carry out the Project Iin accordance with the |nplenentation Programset forth in
Schedule 4 to this Agreenent.

Section 3.02. Except as the Trustee shall otherw se agree, procurenent of the
goods, works and consultants’ services required for the Project and to be financed out
of the proceeds of the Grant shall be governed by the provisions of Schedule 3 to this
Agr eenent .

Section 3.03. For the purposes of Section 8.06 of the General Conditions and
without limtation thereto, the Recipient shall

(a) prepare, on the basis of guidelines acceptable to the Trustee, and
furnish to the Trustee not later than six nonths after the Closing Date or such |ater
date as may be agreed for this purpose between the Recipient and the Trustee, a plan
to ensure the continued achi evenent of the objectives of the Project; and

(b) afford the Trustee a reasonable opportunity to exchange views with the
Reci pient on said plan

ARTICLE |V
Fi nanci al Conditions

Section 4.01. (a) The Recipient shall maintain or cause to be naintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departnents or
a%enciﬁs of the Recipient responsible for carrying out the Project or any part
t her eof .

(b) The Reci pi ent shall

(i) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Account for each fisca
year audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to the
Trust ee;

(ii) furnish to the Trustee as soon as avail able, but in any case not
later than six nmonths after the end of each such year, the report



of such audit by said auditors, of such scope and in such detai
as the Trustee shall have reasonably requested; and

(iii) furnish to the Trustee such other information concerning said
records and accounts and the audit thereof as the Trustee shal
fromtime to tine reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe G ant
Account were nmade on the basis of statenments of expenditure, the Recipient shall

(i) maj ntain or cause to be maintained, in accordance with paragraph
(a) of this Section, records and accounts reflecting such
expendi tures;

(ii) retain, until at |east one year after the Trustee has received the
audit report for the fiscal year in which the |ast w thdrawal from
the Grant Account was nmade, all records (contracts, orders
i nvoi ces, bills, receipts and other docunents) evidencing such
expendi tures;

(iii) enable the Trustee's representatives to exam ne such records; and

(iv) ensure that such records and accounts are included in the annua
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.

ARTI CLE V
Ef fecti veness, Term nation

Section 5.01. The follow ng events are specified as conditions to the
ef fectiveness of this Agreenent:

(a) that the InterimEducation Authority has been established

(b) that the Project Managenent Unit has been established in accordance with
paragraph 1 of Schedule 4 to this Agreenent;

(c) that an action plan for the financial managenent of the Project,
acceptable to the Trustee, has been adopted; and

(d) that an action plan for procurenent under the Project, acceptable to the
Trustee, has been adopt ed.

Section 5.02. If the Grant Agreenent shall not have entered into effect ninety
(90) days after the date of this Agreenent, the Gant Agreement and all obligations of
the parties thereunder shall termnate, unless the Trustee, after consideration of the
reasons for the delay, shall establish a |ater date for the purposes of this Section
The Trustee shall pronmptly notify the Recipient of such later date

ARTI CLE VI
Representative of the Recipient; Addresses

Section 6.01. The Special Representative of the Secretary General, United
Nations Transitional Administration in East Tinor, is designated as representative of
the Recipient for the purposes of Section 11.03 of the General Conditions

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

For the Recipient:

United Nations Transitional Administration in East Tinor
Dili, East Tinor

c/o GPA - Ofice of the DSRSG

P. O Box 2436

Darwi n, NT 0801, Australia



Facsim | e:

61- 889422198
61- 889815157
1212-9632180

For the Trustee:

I nternational Devel opnment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NDEVAS 248423 (M) or (202) 477-6391
Washi ngton, D.C. 64145 (M)

IN WTNESS WHERECOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanes in
Dili, as of the day and year first above witten.

UNI TED NATI ONS TRANSI TI ONAL ADM NI STRATI ON
I'N EAST TI MOR

By /s/ Sergio Vieira de Mello
Aut hori zed Representative

| NTERNATI ONAL DEVELOPNMENT ASSQOCI ATI ON
as Trustee for the Trust Fund in East Tinor

By /s/ Jemal -ud-din Kassum
Aut hori zed Representative

I N THE PRESENCE OF:

By /s/ Xanana Gusn@io
Mermber, National Consultative Council of East Tinor
SCHEDULE 1
Wt hdrawal of the Proceeds of the G ant
1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the Grant, the allocation of the anbunts of the Gant to each Category and
the percentage of expenditures for itenms so to be financed in each Category:

Anmount of the

Grant Allocated % of
(Expressed i nExpendi tures
Cat egory Dol | ars) to be Financed
(1) Gvil works 1, 200, 000 100%
(2) Goods (i ncluding 9, 200, 000 100%

transportation)



(3) Sub-grants 1, 500, 000 100% of Sub-grant

anount
(4) Annual Project auditing 60, 000 100%
costs
(5) Consultants’ 1, 940, 000 100%
services and studies
TOTAL 13, 900, 000
2. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be

made in respect of: (a) payments namde for expenditures prior to the date of this
Agreenent, except that withdrawal s, in an aggregate anmount not exceeding the

equi val ent of $100, 000, may be made in respect of Categories (1) and (5) on account of
paynent s made for expenditures before t hat date but after June 15, 2000
and (b) paynments made for expenditures in respect of Categories (1) and (3) unless the
Reci pi ent has issued the Project Operations Manual, acceptable to the Trustee

3. The Trustee may require withdrawals fromthe G ant Account to be nade on the
basis of statenents of expenditure for expenditures for: (a) civil works costing | ess
t han $250, 000 equi val ent per contract; (b) goods (except books) costing |less than
$100, 000 equi val ent per contract, and books costing | ess than $300, 000 equi val ent per
contract; (c) Sub-grants; and (d) contracts for the enploynent of consulting firns
val ued at less than $100, 000 equi val ent each and contracts for the enpl oyment of

i ndi vi dual s valued at |ess than $50,000 equival ent each; all under such ternms and
conditions as the Trustee shall specify by notice to the Recipient.

4. If the Trustee shall have deternmined at any time that any paynent made fromthe
Grant Account was used for any expenditure not consistent with the provisions of this
Agreenent, the Recipient shall, pronptly upon notice fromthe Trustee, refund to the
Trustee for deposit into the Grant Account, an amount equal to the anpunt so used or
the portion thereof as specified by the Trustee

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Recipient in providing school age
children and youth with opportunities for education at a basic operational |evel, that
is, having safe school buildings with basic furniture, blackboards and books, and
operating with teachers and principals having at least a mnimal |evel of training.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Recipient and the Trustee may agree upon fromtine to time to achieve
such obj ectives
Part A Rebuilding of School Physical Infrastructure

1. Carrying out of school rehabilitation, including essential repairs on damaged
school buil dings, through the provision of Sub-grants and materials to schools.

2. Provi sion to schools of basic operational furniture, including student and
teacher desks and chairs, office furniture and bl ackboards.

3. Construction of about four prototype schools, including about two resources
schools in sub-districts and about two three- classroonlconnunlty school s, and
provi sion of prototype furniture.

Part B: Provision of Teaching-Learning Materials

Acqui sition and distribution to primary and secondary school s of student
materials and teachers’ guides.

Part C. Social Mobilization and Conmuni cati ons
1. I dentification of audiences and comuni cati on nedi a.
2. Production of comunications materials, carrying out of communications

activities, including neetings and canpai gns, and carrying out of eval uation
activities.



Part D: Support for Policy Devel opnent
1. Devel opnent and carrying out of school mapping.
2. Carrying out of workshops, study tours and prelininary studies related to policy
devel opnment in educati on.
Part E: Managenment and | npl ement ation Support

Strengt heni ng the PMJ through provision of technical assistance.

* * * * *
The Project is expected to be conpleted by June 30, 2001.
SCHEDULE 3
Procurenent and Consultants’ Services

Section |. Procurenent of Good and Works
Part A CGener al

Goods and works shall be procured in accordance with the provisions of Section |
of the "CQuidelines for Procurenent under IBRD Credits and I DA Credits" published by
the Trustee in January 1995 and revised in January and August 1996, Septenber 1997 and
January 1999 (the Cuidelines) and the follow ng provisions of Section | of this
Schedul e.
Part B: Procurenent Procedures
1. Limted International Bidding

Works estimated to cost $250, 000 equi val ent or nore per contract shall be
procured under contracts awarded in accordance with the provisions of paragraph 3.2 of
the Guidel i nes.
2. I nt ernational Shopping

Except as provided in paragraphs 3 and 4 of this Part, goods shall be procured
under contracts awarded on the basis of international shopping procedures in
accordance with the provisions of paragraphs 3.5 and 3.6 of the Guidelines.
3. Nat i onal Shoppi ng

Goods estimated to cost |ess than $150, 000 equival ent per contract, up to an
aggregate anount not to exceed $500, 000 equi val ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.
4, Direct Contracting

School books and teacher guides which are of a proprietary nature and costing
$3, 200, 000 equivalent or less in the aggregate, may, with the Trustee's prior

agreenent, be procured in accordance with the provisions of paragraph 3.7 of the
Gui del i nes.

5. Communi ty Participation

Labor required for Part A .1 of the Project may be procured from anmong | aborers
inthe vicinity of the school, in accordance with procedures acceptable to the
Trustee, which procedures shall include that |abor shall be selected by the school

principal or the District Education Oficer of the District where the school is
| ocated or such other person as shall be agreed with the Trustee. The sel ection of
such local |abor shall be nade in consultation with relevant conmunity groups.

6. Procurenent of Small Works
Wrks estimated to cost |ess than $250, 000 equi val ent per contract, up to an

aggregate anount not to exceed $500, 000 equi val ent, may be procured under | unp-sum
fixed-price contracts awarded on the basis of quotations obtained fromthree (3)



qualified donestic contractors in response to a witten invitation. The invitation
shal | include a detailed description of the works, including basic specifications, the
requi red conpletion date, a basic formof agreenment acceptable to the Trustee, and

rel evant draw ngs, where applicable. The award shall be made to the contractor who
offers the lowest price quotation for the required work, and who has the experience
and resources to conplete the contract successfully.

Part C Revi ew by the Trustee of Procurenent Decisions
1. Pr ocurenent Pl anni ng

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

2. Prior Review

(a) Wth respect to each contract for works estinated to cost the equival ent
of $250,000 or nore the procedures set forth in paragraphs 2 and 3 of Appendix 1 to
the Quidelines shall apply.

(b) Wth respect to each contract for goods estinated to cost the equival ent
of $100, 000 or nore and the first two contracts for goods estimated to cost |ess than
$100, 000 and awarded on the basis of shopping procedures, and each contract for goods
estimated to cost the equival ent of $300,000 or nore and awarded on the basis of
direct contracting, the follow ng procedures shall apply:

(i) prior to the selection of any supplier/execution of any contract
under shoppi ng procedures, the Recipient shall provide to the
Trustee a report on the conparison and eval uati on of quotations
recei ved

(ii) prior to the execution of any contract procured under direct
contracting or shopping procedures, the Recipient shall provide to
the Trustee a copy of the specifications and the draft contract;
and

(iii) the procedures set forth in paragraphs 2(f), 2(g) and 3 of
Appendi x 1 to the CGuidelines shall apply.

3. Post Revi ew

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

Section II. Enpl oynent of Consultants
Part A: Gener a

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

Consul tants by World Bank Borrowers" published by the Trustee in January 1997 and
revised in Septenmber 1997 and January 1999 (the Consultant Guidelines) and the

followi ng provisions of Section Il of this Schedul e.
Part B: Procedures for the Selection of Consultants
1. Si ngl e Source Sel ection

Services for school mapping activities under Part D of the Project, and Project
Managenent and | npl enentati on Support under Part E of the Project, which are estinmated
to cost |ess than $500, 000 equi val ent per contract, may, with the Trustee's prior
agreenent, be procured in accordance wth the provisions of paragraphs 3.8 through
3.11 of the Consultant Guidelines.

2. I ndi vi dual Consultants

~ Services for communication technical assistance under Part C of the Project,
policy studi es and wor kshops under Part D of the Project, and technical assistance for



Proj ect managenent and inpl enentation, including Project managenent capacity building,
under Part E of the Project, that meet the requirenents set forth in paragraph 5.1 of
the Consul tant Guidelines, 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 CReview by the Trustee 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
Trustee for its review and approval, in accordance with the provisions of paragraph 1
of Appendix 1 to the Consultant Cuidelines. Selection of all consultants’ services
shal | be undertaken in accordance with such selection plan as shall have been approved
by the Trustee, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns
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
Appendi x 1 to the Consultant QGuidelines shall apply.

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

3. Post Revi ew

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

apply.
SCHEDULE 4
I mpl enent ati on Program
1. The Reci pient shall establish and thereafter maintain until conpletion of the
Project, a Project Managenent Unit within the Governance and Public Adm nistration
Pillar with sub-units and conpetent personnel in adequate nunbers, including:

(a) a Project Director, who shall also be a nenber of the InterimEducation
Aut hority;

(b) a Project Manager;

(c) an Education Managenent Sub-unit, including procurenent staff for other
than construction nmaterials procurenent;

(d) a Financi al Managenent Sub-unit;

(e) a Project Mnitoring Sub-Unit; and

(f) a Construction Managenent Sub-unit, including procurenent staff for
construction naterials procurenent.
2. In carrying out Part A 1 of the Project the Recipient shall ensure that:

(a) prior to the carrying out of works under a Sub-project, a Participation

Agreement, acceptable to the Trustee, has been entered into between the Project
Manager and the school principal or the District Education Officer of the District
where the school is |located or such other person as shall be agreed with the Trustee,
and an inplenentation plan for the Sub-project has been prepared in accordance with
the provisions of the Project Operations Mnual ;

(b) a Sub-grant for a Sub-project shall be in an anount to be financed out of
the proceeds of the Grant which shall not exceed the sum of $10, 000 equival ent, when
added to any other anpunts financed or proposed to be financed out of the proceeds of



the Grant, the foregoing anobunt being subject to change fromtinme to tine as
determ ned by the Trustee, in consultation with the Recipient; and

(c) a Sub-grant shall be used to finance expenditures for the acquisition of
| abor and materials for the rehabilitation of school buildings.

3. In carrying out Part A 3 of the Project, the Recipient shall take all measures
to avoid the acquisition of land or assets of urban or rural dwellers and to avoid the
di spl acenent of said dwellers.

4. The Reci pi ent shall

(a) mai ntai n policies and procedures adequate to enable it to nmonitor and
eval uate on an ongoi ng basis, in accordance with the indicators set forth in Schedul e
5 to this Agreenment, the carrying out of the Project and the achi evenent of the
obj ectives thereof;

(b) prepare, under terns of reference satisfactory to the Trustee, and
furnish to the Trustee, on or about Decenber 15, 2000, a report integrating the
results of the nonitoring and evaluation activities perforned pursuant to paragraph
(a) of this Section, on the progress achieved in the carrying out of the Project
during the period preceding the date of said report and setting out the measures
recommended to ensure the efficient carrying out of the Project and the achi evenent of
the objectives thereof during the period followi ng such date; and

(c) review with the Trustee, by January 15, 2001, or such later date as the
Trustee shall request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all neasures required to ensure the efficient conpletion of the
Project and the achi evenent of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Trustee's views on the matter.

SCHEDULE 5

Proj ect Performance Indicators

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

(a) the term"eligible Categories" neans Categories (1) through (5) set forth
in the table in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods and services required for the Project and to be financed out
of the proceeds of the Grant allocated fromtinme to tinme to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term "Aut horized Allocation" neans an anmount equivalent to $1, 000, 000
to be wthdrawmn fromthe Grant Account and deposited into the Special Account pursuant
to paragraph 3 (a) of this Schedul e.

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

3. After the Trustee has received evidence satisfactory to it that the Specia
Account has been duly opened, withdrawals of the Authorized Allocation and subsequent
wi thdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient shall furnish
to the Trustee a request or requests for deposit into the Special Account of an
amount or anounts which do not exceed the aggregate anmount of the Authorized
All ocation. On the basis of such request or requests, the Trustee shall, on behal f of
the Recipient, withdraw fromthe G ant Account and deposit into the Special Account
such amount or anounts as the Recipient shall have requested

(b) (i) For repl eni shnent of the Special Account, the Recipient shal
furnish to the Trustee requests for deposits into the Specia



Account at such intervals as the Trustee shall specify.

(i) Prior to or at the tine of each such request, the Recipient shal
furnish to the Trustee the docunments and other evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Trustee shall, on behalf of the
Reci pient, withdraw fromthe G ant Account and deposit into the
Speci al Account such ampunt as the Recipient shall have requested
and as shall have been shown by said docunents and ot her evidence
to have been paid out of the Special Account for eligible
expenditures. All such deposits shall be withdrawn by the Trustee
fromthe G ant Account under the respective eligible Categories,
and in the respective equival ent anobunts, as shall have been
justified by said docunents and ot her evidence

4. For each payment made by the Recipient out of the Special Account, the Recipient
shall, at such time as the Trustee shall reasonably request, furnish to the Trustee
such docunents and ot her evidence showi ng that such paynent was nmade exclusively for

el i gi bl e expendi tures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the Trustee
shall not be required to nmake further deposits into the Special Account:

(a) if, at any tine, the Trustee shall have determined that all further
wi t hdrawal s shoul d be nade by the Recipient directly fromthe G ant 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 Recipient shall have failed to furnish to the Trustee, within the
period of tinme specified in Section 4.01 (b) (ii) of this Agreenent, any of the audit
reports required to be furnished to the Trustee pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Trustee shall have notified the Recipient of its
intention to suspend in whole or in part the right of the Recipient to nake
wi thdrawal s fromthe Grant Account pursuant to the provisions of Section 6.02 of the
CGeneral Conditions; or

(d) once the total unw thdrawn anmbunt of the Grant allocated to the eligible
Categories, minus the total amount of all outstanding special conmitnents entered into
by the Trustee pursuant to Section 5.02 of the General Conditions with respect to the
Project, shall equal the equivalent of twice the anount of the Authorized Allocation

Thereafter, withdrawal fromthe G ant Account of the renaining unw thdrawn anount of
the Gant allocated to the eligible Categories shall follow such procedures as the
Trustee shall specify by notice to the Recipient. Such further withdrawals shall be
made only after and to the extent that the Trustee shall have been satisfied that al
such anobunts remmi ning on deposit in the Special Account as of the date of such notice
will be utilized in making payments for eligible expenditures

6. (a) If the Trustee shall have determined at any tine that any paynent out of
the Special Account: (i) was nmade for an expenditure or in an anount not eligible
pursuant to paragraph 2 of this Schedule, or (ii) was not justified by the evidence
furnished to the Trustee, the Recipient shall, pronptly upon notice fromthe Trustee:
(A) provide such additional evidence as the Trustee may request; or (B) deposit into
the Special Account (or, if the Trustee shall so request, refund to the Trustee) an
amount equal to the ampunt of such paynent or the portion thereof not so eligible or
justified. Unless the Trustee shall otherw se agree, no further deposit by the Trustee
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 Trustee shall have deternmined at any time that any anount
outstanding in the Special Account will not be required to cover further paynents for
eligible expenditures, the Recipient shall, pronmptly upon notice fromthe Trustee

refund to the Trustee such outstanding amount.

(c) The Reci pi ent may, upon notice to the Trustee, refund to the Trustee al
or any portion of the funds on deposit in the Special Account.

(d) Refunds to the Trustee nmade pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the Grant Account for subsequent withdrawal or for



cancel lation in accordance with the relevant provisions of this Agreenment, including
the General Conditions.



