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CREDI T NUMBER 3028 BOS

Devel opnent Credit Agreenent
(Reconstruction Assistance Project)
bet ween
BOSNI A AND HERZEGOVI NA
and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

Dat ed January 20, 1998

CREDI T NUMBER 3028 BOS
DEVELOPVENT CREDI T AGREEMENT

AGREEMENT, dated January 20, 1998, between BOSNI A and HERZEGOVI NA (the Borrower)
and the | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ation):

VWHEREAS (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 Project will be carried out by Republika Srpska (RS) with the
Borrower’s assistance and, as part of such assistance, the Borrower wll make
available to RS the proceeds of the Credit as provided in this Agreenent; and

WHEREAS t he Association has agreed, on the basis, inter alia, of the foregoing,
to extend the Credit to the Borrower upon the terms and conditions set forth in this
Agreenent and in the Project Agreement of even date herew th between the Association
and RS;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |

Ceneral Conditions; Definitions



Section 1.01. The "General Conditions Applicable to Devel opnent Credit
Agreements" of the Association, dated January 1, 1985, with the nodifications set
forth below (the General Conditions) constitute an integral part of this Agreenent:

(a) The | ast sentence of Section 3.02 is del eted.
(b) The second sentence of Section 5.01 is nodified to read:

"Except as the Association and the Borrower 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 nenber of the Association or for

goods produced in, or services supplied from such territories; or (b) for the
pur pose of any paynent to persons or entities, or for any inmport of goods, if such
paynent 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."

(c) Section 6.03 is nodified to read:

"Section 6.03. Cancellation by the Association. |If (a) the right

of the Borrower to nake withdrawals fromthe Credit Account shall have been

suspended with respect to any anmpbunt of the Credit for a continuous period of
thirty days, or (b) at any tine, the Association determ nes, after
consultation with the Borrower, that an anount of the Credit will not be
required to finance the Project’s costs to be financed out of the proceeds of t he
Credit, or (c) at any tine, the Association deternmines, with respect to any
contract to be financed out of the proceeds of the Credit, that corrupt or
fraudul ent practices were engaged in by representatives of the Borrower or of a
beneficiary of the Credit during the procurenent or the execution of such
contract, w thout the Borrower having taken timely and appropriate action
satisfactory to the Association to renedy the situation, and establishes the
amount of expenditures in respect of such contract which would otherw se have been
eligible for financing out of the proceeds of the Credit, or (d) at any
time, the Association determ nes that the procurenment of any contract to be
financed out of the proceeds of the Credit is inconsistent with the
procedures set forth or referred to in the Devel opnent Credit Agreement and
establ i shes the amount of expenditures in respect of such contract which would
ot herwi se have been eligible for financing out of the proceeds of the Credit, or (e)
after the Closing Date, an ampbunt of the Credit shall remain
unwi t hdrawn fromthe Credit Account, the Association nmay, by notice to the
Borrower, terminate the right of the Borrower to nake withdrawals with respect to
such ampunt. Upon the giving of such notice, such anpbunt of the Credit shal |
be cancelled."

Section 1.02. Unless the context otherw se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
neani ngs:

(a) "Benefiting Minicipality" means for purposes of Part C of the Project, a
nmuni cipality of RS, other than Brcko, anbng the nmunicipalities agreed between RS and
the Associ ati on;

(b) "DEM' neans Deutsche Marks;

(c) "Eligible Farner" neans any farmer who neets the eligibility criteria set
forth in paragraph B.1 (c¢) of Schedule 2 to the Project Agreenent;

(d) "Eligible Municipality" neans, for the purposes of Part B of the Project,
a municipality of RS, other than Brcko, which nmeets the eligibility criteria set forth
in paragraph C.1 (c) of Schedule 2 to the Project Agreenent anong the nmunicipalities
agreed between RS and the Associ ation;

(e) "EPRS" neans El ektroprivreda Republika Srpska, a legal entity,
establ i shed pursuant to the Decision dated August 19, 1992, no. 01-19-6/92 and
registered in the Court of Bijeljina on Decenber 2, 1992, no. Fi-352-/92, and includes
any successor or successors thereto;

(f) "EPRS Subsidiary Credit Agreenment" means the agreenment to be entered into
between RS and EPRS pursuant to paragraph E.1 of Schedule 2 to the Project Agreenent,
as the sane may be anended fromtine to tinme, and such termincludes all schedul es
suppl enental to such EPRS Subsidiary Credit Agreenent;



‘MOF" neans the Mnistry of Finance of Republika Srpska, and includes any
successor or successors thereto;

(h) "PCU' means the Project Coordination Unit to be established in the MOF
pursuant to paragraph A1 of Schedule 2 to the Project Agreenent;

(i "PMAU' nmeans the Procurenent Monitoring and Audit Unit of the Borrower
established to nmonitor and audit procurenent activities under projects financed,
co-financed and admi ni stered by the Association in the territories of the Borrower;

i "Project Agreenent" neans the agreenment between the Association and RS of
even date herewith, as the sanme may be anended fromtine to tine, and such term
i ncludes all schedul es and agreenents supplenmental to the Project Agreenent;

(k) "Project Preparation Advance" neans the project preparation advance
granted by the Association to the Borrower pursuant to an exchange of a letter dated
July 21, 1997 (Agreement Letter Q055-0 BOS) between the Borrower and the Association
as anended to the date of this Agreenent;

(1) "Republ i ka Srpska" or "RS" neans the Republika Srpska, a politica
subdi vi sion of the Borrower, and includes any successor or successors thereto;

( "RS PMAU' neans the Procurenent Monitoring and Audit Unit of Republika
Srpska to be established pursuant to paragraph A 2 of Schedule 2 to the Project
Agr eenent ;

(n) "RS Subsidiary Credit Agreenent"” means the agreenent to be entered into
bet ween the Borrower and RS pursuant to Section 3.01 (b) of this Agreenent, as the
sane may be anended fromtine to time, and such termincludes all schedules to the RS
Subsidiary Credit Agreenent and "Subsidiary Credit" neans the credit provided under
the RS Subsidiary Credit Agreenent;

(o) "Special Account" neans the account referred to in Section 2.02 (b) of
thi s Agreenent;

(p) "Subsi di ary Agreenment for Agriculture" means any agreenment entered into
between RS, through the PCU, and an Eligible Farmer pursuant to paragraph B.1 (a) of
Schedule 2 to the Project Agreenent, as the same may be anended fromtine to tinme, and
such termincludes all schedul es supplemental to such Subsidiary Agreenent for
Agricul ture;

(a) "Subsi di ary Agreenment for Housing" means any agreenment entered into
between RS, through the PCU, and an Eligible Mnicipality pursuant to paragraph C 1
(a) of Schedule 2 to the Project Agreenent, as the sane may be anended fromtine to
%ine, and such termincludes all schedul es supplenmental to such Subsidiary Agreenent

or Housi ng;

(r) "Subsi diary Agreement for Water and Sanitation" neans any agreenent
entered into between RS, through the PCU, and a Benefiting Minicipality pursuant to
paragraph D.1 (a) of Schedule 2 to the Project Agreenent, as the sane may be anended
fromtime to tine, and such termincludes all schedul es suppl enental to such
Subsi di ary Agreenent for Water and Sanitation; and

(s) "ZVRS' nmeans "Zavod Za Vodoprivreda Republika Srpska" the Institute for
Water Works of Republika Srpska
ARTI CLE |
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Devel opnent Credit Agreenent, an anount in
various currencies equivalent to twelve nmillion three hundred thousand Special Draw ng
Ri ghts (SDR 12, 300, 000).

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



(b) The Borrower may, for the purposes of the Project, open and maintain in
Dol l ars a special deposit account in a comercial bank acceptable to the Association
on terns and conditions satisfactory to the Association, including appropriate
protection against set-off, seizure and attachnent. Deposits into, and paynents out
of , the Special Account shall be made in accordance with the provisions of Schedule 3
to this Agreenent.

(c) Pronptly after the Effective Date, the Association shall, on behalf of
the Borrower, withdraw fromthe Credit Account and pay to itself the anmount required
to repay the principal anount of the Project Preparation Advance w t hdrawn and
out standi ng as of such date and to pay all unpaid charges thereon. The unwi t hdrawn
balaan 8f the authorized anobunt of the Project Preparation Advance shall thereupon be
cancel | ed.

Section 2.03. The Cosing Date shall be Decenber 31, 2000, or such |ater date as
the Association shall establish. The Association shall pronptly notify the Borrower of
such later date

Section 2.04. (a) The Borrower shall pay to the Association a conmitment charge
on the principal anount of the Credit not withdrawn fromtinme to time at a rate to be
set by the Association as of June 30 of each year, but not to exceed the rate of
one-hal f of one percent (1/2 of 1% per annum

(b) The conmitnent charge shall accrue: (i) fromthe date sixty days after
the date of this Agreenent (the accrual date) to the respective dates on which anounts
shall be withdrawn by the Borrower fromthe Credit Account or cancelled; and (ii) at
the rate set as of the June 30 imediately preceding 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 Agreenent.

(c) The conmitnent charge shall be paid: (i) at such places as the
Associ ation shall reasonably request; (ii) without restrictions of any kind inposed
by, or in the territory of, the Borrower; and (iii) in the currency specified in this
Agreenent for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may fromtinme to 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 annumon the principal anmount of
the Credit withdrawn and outstanding fromtine to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annually on May 1 and Novenber 1 in each year.

Section 2.07. (a) Subject to paragraphs (b) and (c) bel ow, the Borrower shal
repay the principal anount of the Credit in sem -annual installments payable on each
May 1 and Novenber 1 commencing May 1, 2008, and endi ng Novenber 1, 2032. Each
install ment to and including the install ment payabl e on Novenber 1, 2017, shall be one
and one-fourth percent (1-1/4% of such principal amount, and each install nent
thereafter shall be two and one-half percent (2-1/2% of such principal anount.

(b) Whenever (i) the Borrower’s per capita gross national product (G\P), as
determ ned by the Association, shall have exceeded for three consecutive years the
| evel 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 |ending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consi deration by them of the devel opment of the Borrower’'s econony, nodify the
repaynent of installnents under paragraph (a) above by: (A) requiring the Borrower to
repay tw ce the amount of each such installnent not yet due until the principal anount
of the Credit shall have been repaid; and (B) requiring the Borrower to commence
repayment of the principal anpbunt of the Credit as of the first sem annual paynent
date referred to in paragraph (a) above falling six (6) nonths or nore after the date
on which the Association notifies the Borrower that the events set out in this
par agraph (b) have occurred, provided, however, that there shall be a grace period of
a mnimum of five years on such repaynment of principal

(c) If so requested by the Borrower, the Association nmay revise the
nodi fication 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 anmobunt of the Credit w thdrawn and
outstanding fromtine to tine, provided that, in the judgnment of the Association, such



revision shall not change the grant el enent obtai ned under the above-nenti oned
repayment nodification

(d) If, at any tine after a nodification of terns pursuant to paragraph (b)
above, the Association determnes that the Borrower’s economnm c condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further nodify the terns of repaynent to conformto the schedule of installnents as
provi ded in paragraph (a) above.

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

ARTI CLE 11
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, without any
limtation or restriction upon any of its other obligations under the Devel opnent
Credit Agreenent, shall cause RS to performin accordance with the provisions of the
Project Agreenent all of the obligations of RS therein set forth, shall take and cause
to be taken all action, including the provision of funds, facilities, services and
ot her resources, necessary or appropriate to enable RS to perform such obligations
and shall not take or pernmit to be taken any action which would prevent or interfere
wi th such perfornmance

(b) The Borrower shall relend the proceeds of the Credit to RS under a
subsidiary credit agreenent to be entered into between the Borrower and RS (the RS
Subsidiary Credit Agreenent) under terns and conditions which shall have been approved
by the Association which shall include the follow ng:

(i) the Borrower shall relend to RS an anobunt in Dollars equivalent to
the amount of the Credit allocated fromtinme to tinme to the
Categories set forth in the table in paragraph 1 of Schedule 1 to

thi s Agreenent;

(i) the termof the Subsidiary Credit shall be 35 years, including a
10-year grace period;

(iii) the Borrower shall charge RS a commitnent charge at a rate equa
to the rate payabl e under Section 2.04 of this Agreement, on the
princi pal amount of the Subsidiary Credit not withdrawn fromtine

to tinme;

(iv) the Borrower shall charge RS a service charge on the principa
amount of the Subsidiary Credit withdrawn and outstanding from
time to tine at a rate equal to the rate payabl e under Section
2.05 of this Agreenent;

(v) the principal anount of the Subsidiary Credit shall be repaid by
RS in Dollars and shall be the equivalent in Dollars (determ ned
as of the date or respective dates of repaynent) of the val ue of
currency or currencies withdrawn fromthe Credit Account on
account of expenditures for the Project; and

(vi) the Borrower shall have the right to require nodification in the
repaynment terns of the Subsidiary Credit in confornmity with the
provi sions of Section 2.07 (b) of this Agreenent.

(c) The Borrower shall exercise its rights under the RS Subsidiary Credit
Agreenent in such manner as to protect the interests of the Borrower and the
Associ ation and to acconplish the purposes of the Credit, and, except as the
Associ ation shall otherw se agree, shall not assign, anend, abrogate or waive the RS
Subsi diary Credit Agreenent or any provision thereof.

Section 3.02. Except as the Association shall otherw se agree, procurenent of
t he 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 1 to the Project Agreenent.

Section 3.03. The Borrower and the Association hereby agree that the
obligations set forth in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the CGenera



Conditions (relating to insurance, use of goods and services, plans and schedul es,
records and reports, maintenance and | and acquisition, respectively) in respect of the
Project shall be carried out by RS pursuant to Section 2.03 of the Project Agreenent.

Section 3.04. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to nmonitor and
eval uate on an ongoing basis, in accordance with the indicators agreed upon between
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, on or about March 31, 1999, 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 such 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 Association, by April 30, 1999, or such later date as the
Associ ation shall request, the report referred to in subparagraph (b) of this
par agraph, and, thereafter, take all mneasures required to ensure the efficient
conpletion of the Project and the achi evenent of the objectives thereof, based on the
concl usi ons and reconmendations of the said report and the Association’s views on the
matter.

ARTICLE |V
Fi nanci al Covenants

Section 4.01. (a) For all expenditures with respect to which wi thdrawals from
the Credit Account were nade on the basis of statenments of expenditure, the Borrower
shal | :

(i) mai ntain or cause to be maintained in accordance w th sound
accounting practices, records and accounts reflecting such
expendi tures;

(ii) ensure that all records (contracts, orders, invoices, bills,
recei pts and ot her docurments) evidencing such expenditures are
retained until at |east one year after the Association has
received the audit report for the fiscal year in which the | ast
withdrawal fromthe Credit Account was made; and

(iii) enable the Association’s representatives to exam ne such records
(b) The Borrower shall

(i) have the records and accounts referred to in paragraph (a) (i) of
this Section including those for the Special Account for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors
acceptable to the Association, who shall be enployed by March 31
1998, on terms and conditions satisfactory to the Association;

(ii) furnish to the Association, as soon as available, but in any case
not later than six (6) months after the end of each such year the

report of such audit by said auditors of such scope and in such

detail as the Association shall have reasonably requested

including a separate opinion by said auditors as to whether the

statenents of expenditure submtted during such fiscal year,

together with the procedures and internal controls involved in

their preparation can be relied upon to support the rel ated

wi t hdrawal s; and

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

ARTI CLE V

Renedi es of the Association



Section 5.01. Pursuant to Section 6.02 (h) of the General Conditions, the
following additional events are specified:

(a) RS shall have failed to performany of its obligations under the Project
Agreenent or the RS Subsidiary Credit Agreenent;

(b) as a result of events which have occurred after the date of the
Devel opnent Credit Agreenent, an extraordinary situation shall have arisen which shall
make it inprobable that RS will be able to performits obligations under the Project
Agreenent or the RS Subsidiary Credit Agreenent;

(c) EPRS shall have failed to performany of its obligations under the EPRS
Subsidiary Credit Agreenent;

(d) as a result of events which have occurred after the date of this
Agreenent, an extraordinary situation shall have arisen which shall make it inprobable
that EPRS will be able to performits obligations under the EPRS Subsidiary Credit
Agr eenent ;

(e) t he Deci sion dated August 19, 1992, no. 01/19-6/92, establishing EPRS,
shal | have been anmended, suspended, abrogated, repeal ed or waived so as to affect
materially and adversely the ability of EPRS to performany of its obligations under
the EPRS Subsidiary Credit Agreenent; or

(f) RS or any other authority having jurisdiction shall have taken any action
for the dissolution or disestablishnment of EPRS or for the suspension of its
oper ati ons.

Section 5.02. Pursuant to Section 7.01 (d) of the CGeneral Conditions, the
following additional events are specified:

(a) any event specified in paragraphs (a) and (c) of Section 5.01 of this
Agreenent shall occur and shall continue for a period of sixty (60) days after notice
t hereof shall have been given by the Association; and

(b) the events specified in paragraphs (e) or (f) of Section 5.01 of this
Agreement shall occur.

ARTI CLE VI
Ef fective date; Term nation

Section 6.01. The following events are specified as additional conditions to the
ef fectiveness of the Devel opment Credit Agreenent within the neaning of Section 12.01
(b) of the General Conditions:

(a) the RS Subsidiary Credit Agreenent has been executed on behalf of the
Borrower and RS, on terms and conditions satisfactory to the Association; and

(b) the PCU has been established and its director and four directors of PCU s
sectoral departments (agriculture, housing, water and sanitation, and electric power)
have been appointed with qualifications and terns of reference satisfactory to the
Associ ati on.

Section 6.02. The following are specified as additional matters, within the
nmeani ng of Section 12.02 (c) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Association:

(a) that the Project Agreenent has been duly authorized or ratified by RS and
is legally binding upon RS in accordance with its terns; and

(b) that the RS Subsidiary Credit Agreenent has been duly authorized or
ratified by and is legally binding upon the Borrower and RS in accordance with its
terns.

Section 6.03. The date ninety (90) days after the date of this Agreenent is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.04. The obligations of the Borrower under Article Ill of this
Agreenent shall cease and determ ne on the date on which the Devel opnent Credit
Agreenent shall ternminate or on the date twenty (20) years after the date of this



Agreenent, whichever shall be the earlier.
ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. The Mnister of Foreign Trade and Economic Rel ations 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 foll owi ng addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

M nistry of Foreign Trade
and Econom ¢ Rel ations
Misal a 9

71000 Saraj evo

Bosni a and Herzegovi na

For the Associ ation:

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:
| NTBAFRAD 248423 (M)
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
the city of Sarajevo, Bosnia and Herzegovina, as of the day and year first above
witten.

BOSNI A AND HERZEGOVI NA

By /s/ K. Zubak
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ R O Sullivan
Acting Regional Vice President
Europe and Central Asia
SCHEDULE 1
Wt hdrawal of the Proceeds of the Credit
1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the Credit, the allocation of the ambunts of the Credit to each Category
and the percentage of expenditures for itens so to be financed in each Category:

Anmpunt of the

Credit Allocated % of
(Expressed in Expendi t ures

Cat egory SDR Equi val ent) to be Financed

(1) Gvil works 100% (net of taxes)

(a) under Part B.1 1, 610, 000
of the Project



(2)

(3)

(4)

(5)

(6)

(7

(b) under Part C. 1
of the Project

(c) under Parts B.2
and C.5 of the
Pr oj ect

Force Account
under Parts C. 1

and C. 2 of the
Pr oj ect

Goods
(a) under Part A

(b) under Part C. 2

(c) under Part D
of the Project

(d) under Part E
of the Project

Consul tants’ servi ces,
training and auditing

(a) under Part A
of the Project

(b) under Part B.3
of the Project

(c) under Parts C. 3
and C. 4 of the
Pr oj ect

(d) under Part C. 5
of the Project

(e) under Part E
of the Project

| ncrenent al
operating costs

(a) under Part C. 4
of the Project

(b) under Part E
of the Project

Unal | ocat ed

(a) under Parts A,
B, C and E of
the Project

(b) under Part D
of the Project

Ref undi ng of Project
Preparati on Advance

TOTAL

1,570, 000

1, 370, 000

140, 000

580, 000

620, 000

2,750, 000

120, 000

70, 000

60, 000

360, 000

30, 000

690, 000

30, 000

10, 000

700, 000

140, 000

1, 450, 000

12, 300, 000

For the purposes of this Schedul e:

100% (net of taxes)

100% of foreign

expendi tures,

100% of | ocal

of the Project
expendi t ures

(ex-factory cost)

and 85% of | ocal

of the Project

expendi tures for
other itens
procured locally

100%

100%



(a) the term"forei gn expendi tures" nmeans expenditures in the currency of any
country other than that of the Borrower for goods or services supplied fromthe
territory of any country other than that of the Borrower;

(b) the term "l ocal expenditures" neans expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower;
provi ded, however, that if the currency of the Borrower is also that of another
country fromthe territory of which goods or services are supplied, expenditures in
such currency for such goods or services shall be deened to be "forei gn expenditures”

(c) the term"increnental operating costs" nmeans the increnental expenses
i ncurred on account of Project inplenmentation, managenent and nonitoring, including
staff salaries, office supplies, vehicle operation, travel; and

(d) the term"training" nmeans training activities (other than consultants’
services) to be carried out under the Project, including the travel cost and per diem
of the trainees

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of paynents nade for expenditures: (a) prior to the date of this
Agreenent; and (b) under Categories (3) (c) and (6) (b) unless evidence satisfactory
to the Association has been furnished to the Association confirm ng that the EPRS
Subsidiary Credit Agreenent has been executed with ternms and conditions satisfactory
to the Association

4. The Association may require withdrawals fromthe Credit Account to be nade on
the basis of statenents of expenditure for: (a) expenditures for goods and works under
contracts not exceedi ng $400, 000 equivalent; (b) first ten (10) contracts for
expenditures for works for Part B of the Project procured according to procedures as
set forth in Section |, Part B.6 of Schedule 1 to the Project Agreenment; (c) first
five (5) contracts for works for Part C of the Project procured according to
procedures as set forth in Section I, Part B.6 of Schedule 1 to the Project Agreenent;
(d) contracts for enployment of consulting firms not exceeding $100, 000 equi val ent;
(e) incremental operating costs; and (f) contracts for enploynment of individua

consul tants not exceedi ng $50, 000 equi val ent, each under such ternms and conditions as
the Associ ation shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objectives of the Project are: (a) to assist econonically di sadvantaged and
war-affected farmers restart and strengthen their farmng activities; (b) to increase
the quality and quantity of the public housing stock; (c) to restore water, sanitation
and solid waste services, nitigate public health risks and support the return of
economi c activity; and (d) to inprove reliability, availability and quality of
electricity supply.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Association nay agree upon fromtine to tine to
achi eve such objectives
Part A Agriculture
1. Li vest ock devel opnent:

Provi sion of livestock ainmed at rebuilding RS s herds for mlk and neat
production through the inport of about 3,000 heifers and other |ivestock, including
provi sion of donestic transportation, quarantine and veterinary services
2. Far m Mechani zat i on

Provi si on of farm mechani zation equi pnent, including the reception, assenbly,
initial servicing, handling and donestic transportati on of such equipnent, to increase
agricul tural production.

3. Farm Surveys and Techni cal Support:

Provi sion of consultants’ services and office equi pnent for the preparation of a
detailed farmsurvey and for the inplenentation of the Project.



Part B: Housi ng
1. Emer gency Public Housing Repairs:
Repair works to the common areas (including roofs, external walls, staircases
and utility systenms) and weat her-proofing of publicly-owned apartnment buil di ngs,
i ncl udi ng associ ated engi neering services in Eligible Municipalities
2. Emer gency Public Housing Repairs in Brcko:
Repair works to the common areas (including roofs, external walls, staircases
and utility systenms) and weat her-proofing of publicly-owned apartnent buil dings,
i ncl udi ng associ ated engi neering services in Brcko.
3. Techni cal Support:

Provi si on of technical assistance to the Eligible Minicipalities to carry out
on-site quality control inspections.

Part C Water and Sanitation
1. Urgent Works

Rehabilitation and repair of water sources, supply pipelines, water treatnent
pl ants, distribution networks, the cleaning and repair of sewers and sewage punpi ng
stations, including provision of equipnment to restore water supply and sewage services
in Benefiting Minicipalities
2. Ref use Col | ection Equi pnent:

Provi si on of refuse trucks and refuse collection containers, including spare
parts to Benefiting Minicipalities

3. Techni cal Support:

Provi sion of technical assistance for preparation of detailed designs and tender
docunents, on-site supervision of rehabilitation works, and devel opnent of studies to
prepare future investnents in the water sector of Benefiting Municipalities

4, Institutional Strengthening

Provi sion of technical assistance and office equi pnent to strengthen ZVRS s
adm nistrative and engi neering capacity to nanage Project inplenentation

5. Wat er and Sanitation Rehabilitation in Brcko:

Rehabi litation and repair of water sources, supply pipelines, water treatnent
pl ants, distribution networks, the cleaning and repair of sewers and sewage punping
stations, including provision of equipnent to restore water supply and sewage
services, provision of refuse trucks and refuse collection containers, including spare
parts, and provision of technical assistance for preparation of detailed designs and
tender docunents, on-site supervision of rehabilitation works, and devel opment of
studies to prepare future investnents in the water sector in Brcko

Part D: El ectric Power
1. 110 kV Transni ssion Rehabilitation

Rehabilitati on of about four substations with a total capacity of 200 MVA, and
repairs to about six transmission lines with a total |ength of about 113 km i ncl udi ng
provi si on of equi pnent.
2. 35 kV Distribution Rehabilitation

Rehabi l'itati on of about three substations with a total capacity of 20 MA
i ncl udi ng the provision of equiprent.

3. Banja Luka Distribution Repairs:
Rehabilitation of the distribution network in Banja Luka fromthe 20/ 10kV

secondary substations and step-down transfornmer substations to LV distribution
networ ks, including supply and installation of about 4,000 household neters for



consunmers without neters.
4. Tel ecommuni cati on Repairs:

Provi sion of equi pment for the repair of communication facilities of the Banja
Luka - Prijedor - Mkonjic Grad distribution network.

5. Testing Equi prent and Mai nt enance Tool s:

Provi sion of testing equipnment and mai ntenance tools for transm ssion and
distribution facilities of the Banja Luka service area.

6. Engi neeri ng and Managenent:

) Provi sion of engineering services and office equipnent to prepare detailed
desi gns and tender docunments and supervise Project inplenentation.

Part E: | mpl enent ati on Support
1. Proj ect Coordination Unit:

Provi sion of technical assistance and office equi pnent for the strengthening of
the PCU for Project inplenmentation.

2. Procurenent Monitoring and Audit Unit:

Provi si on of technical assistance and office equi pnent for the establishment and
strengt heni ng of the RS PVAU.

* * %

The Project is expected to be conpleted by June 30, 2000.
SCHEDULE 3
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1), (2), (3), (4) and
(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 Credit allocated fromtinme to tine to the eligible Categories
in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term"Authorized Allocation" neans an anmount equival ent to $3, 000, 000
to be wthdrawmn fromthe Credit 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 nade exclusively for eligible
expenditures in accordance with the provisions of this Schedul e.

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
wi thdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For wi thdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Association 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
Al'l ocation. On the basis of such request or requests, the Association shall, on behalf
of the Borrower, withdraw fromthe Credit Account and deposit into the Special Account
such amount or anounts as the Borrower shall have requested.

(b) (i) For repl eni shnent of the Special Account, the Borrower shall
furnish to the Association requests for deposits into the Special
Account at such intervals as the Association shall specify.

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Association the docunents and ot her evidence
requi red 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 Association shall, on behal f of
the Borrower, withdraw fromthe Credit Account and deposit into
the Special Account such anpbunt as the Borrower shall have
requested and as shall have been shown by sai d docunents and ot her
evi dence to have been paid out of the Special Account for eligible
expenditures. Al such deposits shall be wi thdrawn by the
Association fromthe Credit Account under the respective eligible

Categories, and in the respective equival ent anounts, as shall

have been justified by said docunents and ot her evidence.

4, For each paynent nade by the Borrower out of the Special Account, the Borrower
shall, at such time as the Association shall reasonably request, furnish to the
Associ ation such documents and ot her evidence showi ng that such paynment was nade
exclusively for eligible expenditures.

. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the Association
shal | not be required to make further deposits into the Special Account:

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

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

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

(d) once the total unw thdrawn amount of the Credit allocated to the eligible
Categories, mnus the total amount of all outstanding special conmmitments entered into
by the Association pursuant to Section 5.02 of the General Conditions with respect to
the Project, shall equal the equivalent of twice the amount of the Authorized
Al | ocati on.

Thereafter, withdrawal fromthe Credit Account of the remaining unw t hdrawn anpbunt of
the Credit allocated to the eligible Categories shall follow such procedures as the
Associ ation shall specify by notice to the Borrower. Such further wthdrawals shall
be nade only after and to the extent that the Association shall have been satisfied
that all such anpunts renmining on deposit in the Special Account as of the date of
such notice will be utilized in making paynents for eligible expenditures.

6. (a) If the Association shall have determined at any tine that any paynent out
of the Special Account: (i) was nade 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 Association, the Borrower shall, pronptly upon notice fromthe

Associ ation: (A) provide such additional evidence as the Association nay request; or
(B) deposit into the Special Account (or, if the Association shall so request, refund
to the Association) an anount equal to the amount of such paynent or the portion
thereof not so eligible or justified. Unless the Association shall otherw se agree, no
further deposit by the Association into the Special Account shall be made until the
Borrower has provided such evidence or nade such deposit or refund, as the case may
be.

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

refund to the Association such outstanding anount.

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

(d) Refunds to the Association made pursuant to paragraphs 6 (a), (b) and (c)
of this Schedule shall be credited to the Credit Account for subsequent w thdrawal or
for cancellation in accordance with the rel evant provisions of this Agreenent,

i ncluding the General Conditions.






