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AND DEVELOPMENT

as Adm nistrator of G ant Funds
provi ded by JAPAN

Dated July 30, 1996
TF 025238
JAPANESE GRANT AGREEMENT

AGREEMENT, dated July 30, 1996, between the REPUBLI C OF KAZAKSTAN (the
Reci pient) and the | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELCOPMENT (t he Bank)
acting as Administrator (the Adnministrator) of grant funds provided by JAPAN (Japan).

VWHEREAS (A) pursuant to a letter agreenent dated July 30, 1990 between Japan and
the Bank and International Devel opnment Association (the Association), Japan has
requested the Bank and the Association, and the Bank and the Associati on have agreed,
to adm nister grant funds to be nade avail abl e by Japan for the financing of certain
prograns and projects supported by the Bank and the Association, as the case may be,
in accordance with the provisions of such |etter agreenent; and

WHEREAS (B) Japan has agreed to make available to the Recipient a grant out of
said grant funds (the Grant) to finance the cost of carrying out the technical
assi stance described in Schedule 2 to this Agreenent (the Technical Assistance) on the
terns and conditions hereinafter set forth;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions
Section 1.01. (a) The follow ng provisions of the General Conditions Applicable

to Loan and Guarantee Agreements of the Bank, dated January 1, 1985, with the
nodi fications set forth in paragraph (b) of this Section (the General Conditions)



constitute an integral part of this Agreenent:
(i) Article I;

(ii) Sections 2.01 (1), (2), (3), (4), (6), (8), (9), (10), (11), (18)
and (20), 2.02 and 2.03;

(iii) Section 3.01;
(iv) Section 4.01 and the first sentence of Section 4.09;
(v) Article V,

(vi) Sections 6.01, 6.02 (a), (c), (d), (e), (f), (i) and (k), 6.03,
6.04 and 6. 06;

(vii) Section 8.01 (b);
(viii)Sections 9.01 (a) and (c), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09;
(ix) Sections 10.01, 10.03 and 10.04; and
(x) Article X .
(b) The General Conditions shall be nodified as foll ows:

(i) the term "Bank", wherever used in the CGeneral Conditions, other
than in Sections 2.01 (8) and 6.02 (f) thereof and the |ast use of
such termin Section 5.01 thereof, nmeans the International Bank
for Reconstruction and Devel opment acting as Administrator of the

Grant pursuant to the letter agreenent between Japan and the Bank

and the Association referred to in Recital (A) of this Agreenent,
except that in Section 6.02, the term"Bank" shall also include
the International Bank for Reconstruction and Devel opnent acting
inits own capacity;

(ii) the term"Borrower", wherever used in the General Conditions,
nmeans the Reci pi ent;

(iii) the term"Loan Agreenent”, wherever used in the General
Condi ti ons, neans this Agreenent;

(iv) the term"Loan", wherever used in the CGeneral Conditions, means
the Grant;

(v) the term "Loan Account”, wherever used in the General Conditions,
means the Grant Account, an account opened by the Admi nistrator on
its books in the name of the Recipient to which the anmount of the

Grant is credited;

(vi) the term"Project", wherever used in the General Conditions, neans
the technical assistance described in Schedule 2 to this
Agr eenent ;

(vii) Section 4.01 shall read:

"Wthdrawal s fromthe Gant Account shall be nade in yen;
provi ded, however, that if the expenditures to be financed out of
the Grant have been paid or are payable in another currency, the
Adm ni strator shall, at the request of the Recipient, purchase
such currency with the proceeds of such withdrawal ."; and

(viii) the second sentence of Section 5.01 shall read:

"Except as the Administrator and the Recipient shall
ot herwi se agree, no withdrawal s shall be nade: (a) on account of
expenditures in the territories of any country which is not a
menber of the Administrator for goods produced in, or services
supplied from such territories; or (b) for the purpose of any
paynment to persons or entities, or for any inport of goods, if
such paynment or inport, to the know edge of the Administrator, is
prohi bited by a decision of the United Nations Security Council



taken under Chapter VII of the Charter of the United Nations."

Section 1.02. Werever used in this Agreenent, unless the context otherw se
requires, the several ternms defined in the General Conditions and in the Recitals to
this Agreenent have the respective neanings therein set forth; and the foll ow ng
additional terms have the follow ng nmeanings:

(a) "Speci al Account" neans the account referred to in Section 2.02 (b) of
this Agreenent; and
(b) "yen" and "¥" mean the currency of Japan.
ARTI CLE |1
The G ant

Section 2.01. The Administrator agrees to make available to the Recipient, on
the terms and conditions set forth or referred to in this Agreement, the Grant in an
amount of forty two million three hundred thousand yen (¥42, 300, 000).

Section 2.02. (a) The anpunt of the Grant may be withdrawn fromthe G ant
Account in accordance with the provisions of Schedule 1 to this Agreenent, as such
Schedul e may be amended fromtine to tine by agreenent between the Recipient and the
Admini strator, for expenditures nade (or, if the Administrator shall so agree, to be
made) in respect of the reasonable cost of carrying out the Project and to be financed
out of the Gant.

(b) The Recipient shall, for the purposes of the Project, open and maintain
in Dollars a special deposit account in a conmercial bank on terns and conditions
satisfactory to the Adm nistrator, including appropriate protection against set-off,
seizure or attachment. Deposits into, and paynents out of, the Special Account shall
be nmade in accordance with the provisions of Schedule 4 to this Agreenent.

Section 2.03. The Cosing Date shall be June 30, 1997, or such later date as the
Adm ni strator shall establish. The Adm nistrator shall pronptly notify the Recipient
of such | ater date.

ARTI CLE 111
Execution of the Project

Section 3.01. The Recipient shall carry out the Project with due diligence and
efficiency and in confornmity with appropriate adm nistrative and financial practices,
and shall provide, promptly as needed, the funds, facilities, services and other
resources required for the Project.

Section 3.02. Except as the Administrator shall otherw se agree, procurenment of
the consultants’ services required for the Project and to be financed out of the Gant
shall be governed by the provisions of Schedule 3 to this Agreenent.

Section 3.03. (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%encifes 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 for each fiscal year audited, in accordance with
appropriate auditing principles consistently applied, by
i ndependent auditors acceptable to the Admi nistrator;

(ii) furnish to the Adm nistrator as soon as available, but in any case
not later than six (6) nmonths after the end of each such year, the
report of such audit by said auditors, of such scope and in such
detail as the Administrator shall have reasonably requested; and

(iii) furnish to the Admi nistrator such other information concerning
sai d records and accounts and the audit thereof as the
Adm nistrator shall fromtine to tinme reasonably request.



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

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and accounts reflecting such
expendi tures;

(ii) retain, until at |east one year after the Adm nistrator has
received the audit report for the fiscal year in which the |ast
withdrawal fromthe Grant Account was made, all records
(contracts, orders, invoices, bills, receipts and other docunents)
evi denci ng such expendi tures;

(iii) enable the Administrator’s representatives to exam ne such
records; and

(iv) ensure that such records and accounts are included in the annual
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the 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.

ARTICLE |V
Ef fecti veness; Term nation

Section 4.01. This Agreenent shall become effective upon its execution by the
parties hereto.

Section 4.02. This Agreenent shall continue in effect until the Grant has been
fully disbursed and the parties to this Agreenent have fulfilled all their obligations
her eunder.

ARTI CLE V
Represent ati on

Section 5.01. The Mnister of Finance of the Recipient is designated as
representative of the Recipient for the purposes of Section 11.03 of the Ceneral
Condi ti ons.

Section 5.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Reci pient:

M nistry of Finance
97 Abl ai - Khan Avenue
Al maty, 480091

Republ i ¢ of Kazakstan

Tel ex:

251 245 FILIN
For the Admi nistrator:

I nternational Bank for
Reconstruction and Devel opnent

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex:
| NTBAFRAD 197688 (TRT),
Washi ngton, D.C 248423 (RCA),

64145 (WJI) or
82987 (FTCO)

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized



representatives, have caused this Agreenent to be signed in their respective nanes as
of the day and year first above witten.

REPUBLI C OF KAZAKSTAN

By /s/ Zhomart Mikashev
Aut hori zed Representative

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVEL OPMENT
as Adm nistrator of the G ant

By /s/ Yukon Huang
Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the G ant
1. The table below sets forth the Categories of itens to be financed out of the
Grant, the allocation of the anpbunt of the Grant to each Category and the percentage
of expenditures for itens so to be financed in each Category:

Amount of the

Grant Allocated % of
(Expressed Expendi t ures
Cat egory in Yen) to be Financed

Consul tants’ services:

(a) for Part A of 6,900,000 100%
the Proj ect

(b) for Part B of 7,500,000 100%
the Project

(c) for Part C of 7,400,000 100%
the Proj ect

(d) for Part D of 6,900,000 100%
the Project

(e) for Part E of 6,600,000 100%
the Proj ect

(f) for Part F of 7,000,000 100%
the Project
Tot al 42, 300, 000

2. 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 prior to the date of this Agreenent.
3. The Administrator may require withdrawals fromthe Gant Account to be made on
the basis of statenents of expenditure for expenditures for services under contract
not exceedi ng $50, 000 equi val ent under such terns and conditions as the Adm nistrator
shall specify by notice to the Recipient.
SCHEDULE 2
Description of the Technical Assistance

The objective of the Technical Assistance is to support preparation by the



Governnent and the National Bank of the Republic of Kazakstan of inportant el ements of
the reform program supported by the Bank’s Fi nancial Sector Adjustnent Loan.

Part A: Inter-Enterprise Arrears

Assi stance to the Recipient’s Mnistry of Justice and State Conmittee for State
Property Managenent in review ng the experience with nanagenent contracts for |arge
state enterprises as a renmedy against the build-up of inter-enterprise and other
arrears, and in preparing an inproved nodel managenent contract and i nproved
nmechani sms for the nmonitoring, amendnent and enforcement of management contracts.

Part B: Dat abase on Financi al Conditions of Banks

Assi stance to the Bank Supervision Departnment of the National Bank of the
Republ i c of Kazakstan (NBK) in nonitoring the financial condition of selected Iarge
probl em banks, including the inplenmentation of their restructuring agreenents
concl uded with NBK, and advising on inprovenents in their financial structure and
performance and the resolution of their financial distress.

Part C Regul at ory Franmewor k

Assi stance to the Recipient’s Mnistry of Justice in analyzing actual and
potential barriers to the use of collaterals in lending, and in preparing a draft |aw
on Movabl e Property Coll ateral.

Part D Capi tal Markets Devel opnent

Assi stance to the Recipient’s Mnistry of Finance and the State Committee for
State Property Managenment in preparing and overseeing the sale of residual state
shares in banks at Kazakstan's capital markets, with a view to enhancing the
devel opnent of these markets through this substantial increase of their transaction
vol une and the experience with the procedures that will be applied.

Part E: Barriers to Private Sector Devel opnent

Assi stance to the Recipient’s Mnistry of Finance and the State Conmittee on
State Property Managenent in further preparing and starting to inplenent the
auctioning of non-performng loans lent to enterprises by the Mnistry of Finance, or
with a Mnistry of Finance guarantee, in order to thus accelerate the resol ution of
these | oans which have been a nmajor barrier to private sector devel opnent.

Part F: Strategy for Post-Privatization Restructuring

Assistance to NBK in the fornulation of a strategic restructuring plan for
Agroprom Bank, and in particular the restructuring of its branch network, wth
particular attention on its inpact on the financing of post-privatization
restructuring in the agricultural sector by Agroprom Bank and ot her financial
institutions.

SCHEDULE 3
Consul tants’ Services

1. In order to assist the Recipient in carrying out the Technical Assistance, the
Reci pi ent shall enpl oy consultants whose qualifications, experience and terns and
conditions of enploynent shall be satisfactory to the Administrator. Such consultants
shall be selected in accordance with principles and procedures satisfactory to the
Adm ni strator on the basis of the "Guidelines for the Use of Consultants by Wrld Bank
Borrowers and by The Worl d Bank as Executing Agency" published by the Bank in August
1981. For conplex, tine-based assignnents, the Recipient shall enploy such consultants
under contracts using the Standard Form of Contract for Consultants’ Services issued
by the Bank in June 1995, with such nodifications as shall have been agreed by the
Admi ni strator.

2. Not wi t hst andi ng the provisions of paragraph 1 above, the provisions of the
Consul tant Cuidelines requiring prior Administrator review or approval of budgets,
short lists, selection procedures, letters of invitation, proposals, evaluation
reports and contracts shall not apply to (a) contracts for the enploynment of
consulting firnms estimated to cost |ess than $100, 000 equi val ent each, or (b)
contracts for the enploynent of individuals estimated to cost |ess than $50, 000

equi val ent each. However, this exception to prior Adm nistrator review shall not apply
to: (a) the terns of reference for such contracts; (b) single-source selection of



consulting firnms; (c) assignments of a critical nature, as reasonably determ ned by
the Bank; (d) amendments to contracts for the enploynment of consulting firnms raising
the contract value to $100, 000 equival ent or above; or (e) anendnents to contracts for
the enpl oyment of individual consultants raising the contract value to $50, 000

equi val ent or above

SCHEDULE 4
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans the Category 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 services required for the Project and to be financed out of the
proceeds of the Grant allocated fromtinme to time to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term"Authorized Al location" neans an anount equival ent to $100, 000
to be wthdrawmn fromthe Grant Account and deposited in the Special Account pursuant
to paragraph 3 (a) of this Schedul e.

2. Payments out of the Special Account shall be made exclusively for eligible
expendi tures in accordance with the provisions of this Schedul e.

3. After the Administrator has received evidence satisfactory to it that the
Speci al Account has been duly opened, wi thdrawals of the Authorized Allocation and
subsequent withdrawals to replenish the Special Account shall be made as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient shall furnish
to the Admi nistrator a request or requests for a deposit or deposits which do not
exceed the aggregate amount of the Authorized Allocation. On the basis of such request
or requests, the Administrator shall, on behalf of the Recipient, withdraw fromthe
Grant Account and deposit into the Special Account such anpbunt or anounts as the
Reci pi ent shall have request ed.

(b) (i) For repl eni shnent of the Special Account, the Recipient shal
furnish to the Admi nistrator requests for deposits into the
Speci al Account at such intervals as the Adm ni strator shal
speci fy.

(ii) Prior to or at the tine of each such request, the Recipient shal
furnish to the Adm nistrator 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 basis of each such request, the Adm nistrator shall, on behal f

of the Recipient, wthdraw fromthe Grant Account and deposit

into the Special Account such amount as the Recipient 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

expendi tures.

Al'l such deposits shall be w thdrawn by the Administrator fromthe G ant Account
under the respective eligible Categories, and in the respective equival ent anmpbunts, as
shall have been justified by said docunents and ot her evi dence

4. For each paynment nade by the Recipient out of the Special Account, the Recipient
shal |, at such time as the Administrator shall reasonably request, furnish to the

Adm ni strator such docunents and ot her evidence showi ng that such paynent was nade
exclusively for eligible expenditures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedul e, the
Adm ni strator shall not be required to make further deposits into the Special Account:

(a) if, at any tine, the Administrator 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 Adm nistrator



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 Admi nistrator pursuant to said
Section in respect of the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Administrator shall have notified the Recipient of
its intention to suspend in whole or in part the right of the Recipient to make
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, |less the anmount of any outstanding special conmtnent entered into by the
Admini strator pursuant to Section 5.02 of the General Conditions with respect to the
Project, shall equal the equivalent of twice the anobunt of the Authorized Allocation.

Thereafter, withdrawal fromthe G ant Account of the renaining unw thdrawn anount of
the Grant allocated to the eligible Categories shall follow such procedures as the
Adm ni strator shall specify by notice to the Recipient. Such further wi thdrawals shall
be made only after and to the extent that the Adm nistrator 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 Admi nistrator shall have determined at any tinme that any paynent
out of the Special Account: (i) was nmade for an expenditure or in an anobunt not

el igible pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the
evidence furnished to the Adm nistrator, the Recipient shall, pronptly upon notice
fromthe Adnministrator: (A) provide such additional evidence as the Administrator nmay
request; or (B) deposit into the Special Account (or, if the Admi nistrator shall so
request, refund to the Administrator) an anount equal to the anmount of such paynment or
the portion thereof not so eligible or justified. Unless the Adm nistrator shall

ot herwi se agree, no further deposit by the Administrator into the Special Account
shall be nade until the Recipient has provided such evidence or nmade such deposit or
refund, as the case nay be.

(b) If the Admi nistrator shall have determ ned at any tine that any anobunt
outstanding in the Special Account will not be required to cover further paynents for
el i gi bl e expenditures, the Recipient shall, pronptly upon notice fromthe

Adm ni strator, refund to the Adm nistrator such outstandi ng anount.

(c) The Reci pi ent may, upon notice to the Admi nistrator, refund to the
Admini strator all or any portion of the funds on deposit in the Special Account.

(d) Refunds to the Adm nistrator made pursuant to paragraphs 6 (a), (b) and
(c) of this Schedule shall be credited to the Grant Account for subsequent wi thdrawal
or for cancellation in accordance with the relevant provisions of this Agreenent,
i ncluding the General Conditions.



