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INTERIM FUND DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated April 30, 1998, between PEOPLE’'S REPUBLIC OF BANGLADESH (the
Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association) as administrator

(the Administrator) of the interim trust fund (Interim Fund) established with funds
contributed by certain members of the Association pursuant to Resolution No. IDA 184
(the Interim Fund Resolution) of the Board of Governors of the Association, adopted
on June 26, 1996.

WHEREAS (A) by the Interim Fund Resolution the Interim Fund has been
established, constituted of the funds contributed by certain members of the
Association and administered by the Association acting as Administrator of the Interim
Fund, in accordance with the provisions of the Interim Fund Resolution;

(B) the Borrower, having satisfied itself as to the feasibility and priority
of the Project described in Schedule 2 to this Agreement, has requested the
Administrator to assist in the financing of the Project through the provision of
resources from the Interim Fund, and the Administrator has determined that such
assistance would be in accordance with the provisions of the Interim Fund Resolution;

(© the Borrower intends to obtain from the Government of the Kingdom of
Norway (Norway), acting through the Norwegian Agency for Development Cooperation
(NORAD) a grant (NORAD Grant) to assist in financing part of the PEDP on the terms and
conditions set forth in an agreement (the NORAD Grant Agreement) to be entered into
between the Borrower and Norway;

(D) the Borrower intends to obtain from the United Kingdom of Great Britain
and Northern Ireland (United Kingdom), acting through the Department for International



Devel opnent (DFID) a grant (the DFID Grant) to assist in financing part of the PEDP on
the terms and conditions set forth in an agreenent (the DFID Grant Agreenent) to be
entered into between the Borrower and the United Kingdom

(E) the Borrower has obtained fromthe Governnent of the Federal Republic of
Germany (CGermany), acting through the Deutsche Cesellschaft fur Technische
Zusammenar beit (GTZ) and the Kreditanstalt fur Wederaufbau (KFW, grants (the GIZ
Grant and the KfWG ant, respectively) in the respective anmunts of DM 43, 000, 000 and
DM 5, 000, 000, to assist in financing part of the PEDP on the terns and conditions set
forth in the GIZ G ant Agreenent dated Septenber 30, 1996 and the KfW Financing
Agreenent dated May 23, 1996, respectively, entered into between the Borrower and
Cer many;

(F) the Borrower has obtained from the United Nations Children’s Fund
(UNICEF) a grant (the UNICEF Grant) in an amount equivalent to $10,000,000 to assist
in financing part of the PEDP on the terms and conditions set forth in an agreement
(the UNICEF Grant Agreement) dated March 18, 1996 entered into between the Borrower
and UNICEF;

(G) the Borrower has obtained from the Asian Development Bank (the ADB) a
loan (the ADB Loan) from the ADB'’s Special Funds Resources in various currencies
equivalent to $100,000,000 to assist in financing part of the PEDP on the terms and
conditions set forth in an agreement (the ADB Loan Agreement) dated July 25, 1997
entered into between the Borrower and ADB; (H) the Borrower has obtained from the
Islamic Development Bank (the IsDB) a loan (the IsDB Loan) in an amount equivalent to
$10,300,000 to assist in financing part of the PEDP on the terms and conditions set
forth in an agreement (the IsDB Loan Agreement) dated November 27, 1996 entered into
between the Borrower and IsDB; and

WHEREAS the Administrator has agreed, on the basis, inter alia, of the
foregoing, to extend the Interim Fund Credit to the Borrower upon the terms and
conditions set forth in this Agreement;

NOW THEREFORE the parties hereto hereby agree as follows:
ARTICLE |
General Conditions; Definitions

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

@) The term "Association", wherever used in the General Conditions means the
International Development Association acting as Administrator of the Interim Fund
referred to in the Preamble to the Interim Fund Development Credit Agreement;

(b) The terms "Development Credit Agreement”, "Credit" and "Credit Account",
wherever used in the General Conditions, are amended to read "Interim Fund Development
Credit Agreement", "Interim Fund Credit" and "Interim Fund Credit Account",
respectively;

(c) A new paragraph, numbered 15, is added to Section 2.01 to read as
follows:

"15.  "Participating Country"” means any country that meets the
requirements set forth in Section 5(e) of Resolution No. IDA 184 of the Board
of Governors of the Association, adopted on June 26, 1996, as determined by
the Administrator as of the date on which the Interim Fund Credit was approved
pursuant to Section 5(c) of said Resolution; and "Participating Countries"
means, collectively, all such countries;

(d) The last sentence of Section 3.02 is deleted.
(e) The second sentence of Section 5.01 is modified to read:

"Except as the Administrator and the Borrower shall otherwise agree, no
withdrawals shall be made: (a) on account of expenditures in the territories
of any country which is not a Participating Country or for goods produced in, or
services supplied from, such territories; or (b) for the purpose of any
payment to persons or entities, or for any import of goods, if such payment or
import, to the knowledge of the Administrator, is prohibited by a decision of  the



United Nations Security Council taken under Chapter VIl of the Charter of t he
United Nations."

(f) In Sections 6.02 and 7.01 of the General Conditions, the term
"Associ ation" shall also nean the International Devel opment Association acting inits
own capacity.

(9) Section 6.03 is nodified to read as foll ows:

"Section 6.03. Cancellation by the Adm nistrator. If (a) the right of
the Borrower to nake withdrawals fromthe InterimFund Credit Account shall
have been suspended with respect to any amount of the InterimFund Credit for a
continuous period of thirty days, or (b) at any tine, the Adm nistrator
determ nes, after consultation with the Borrower, that an anount of the
Interim Fund Credit will not be required to finance the Project’s costs to be
financed out of the proceeds of the Interim Fund Credit, or (c) at any time
the Administrator determines, with respect to any contract to be financed out  of the
proceeds of the Interim Fund Credit, that corrupt or fraudulent
practices were engaged in by representatives of the Borrower or of a
beneficiary of the Interim Fund Credit during the procurement or the execution of
such contract, without the Borrower having taken timely and appropriate action
satisfactory to the Administrator to remedy the situation, and
establishes the amount of expenditures in respect of such contract which would
otherwise have been eligible for financing out of the proceeds of the Interim  Fund
Credit, or (d) at any time, the Administrator determines that the
procurement of any contract to be financed out of the proceeds of the Interim  Fund
Credit is inconsistent with the procedures set forth or referred to in the
Interim Fund Development Credit Agreement and establishes the amount of
expenditures in respect of such contract which would otherwise have been
eligible for financing out of the proceeds of the Interim Fund Credit, or (e)  after
the Closing Date, an amount of the Interim Fund Credit shall remain
unwithdrawn from the Interim Fund Credit Account, the Administrator may, by
notice to the Borrower, terminate the right of the Borrower to make
withdrawals with respect to such amount. Upon the giving of such notice, such  amount
of the Interim Fund Credit shall be canceled."

Section 1.02. Unless the context otherwise requires, the several terms defined
in the General Conditions and in the Preamble to this Agreement have the respective
meanings therein set forth and the following additional terms have the following

meanings:

@) "DPE" means the Directorate of Primary Education of the Borrower;

(b) "DPE Special Account” means the separate special deposit account for DPE
referred to in Section 2.02(b) of this Agreement;

(c) "FD" means the Facilities Department of the Ministry of Education of the
Borrower;

(d) "FY" means the fiscal year of the Borrower for the period beginning July
1 and ending June 30 each year;

(e) "IDEAL" means the Intensive District approach for Education for All
program being carried out by the Borrower;

) "LGED" means the Local Government and Engineering Department of the
Borrower;

(9) "LGED Special Account" means the separate special deposit account for
LGED referred to in Section 2.02(b) of this Agreement;

(h) "NAPE" means the National Academy of Primary Education of the Borrower;
(@) "NCTB" means the National Curriculum Textbook Board of the Borrower;

() "PEDP" means the Primary Education Development Program of the Borrower;
(k) "PTI" means a Primary Teaching Institute of the Borrower; and

)] "Special Accounts" mean the accounts referred to in Section 2.02(b) of

this Agreement; and "Special Account" means each such account individually.



ARTI CLE ||
The Interim Fund Credit

Section 2.01. The Administrator agrees to lend to the Borrower, on the ternms and
conditions set forth or referred to in the InterimFund Devel opnent Credit Agreenent,
an anmount in various currencies equivalent to one hundred and el even mllion Special
Drawi ng Ri ghts (SDR 111, 000, 000) .

Section 2.02. (a) The anpunt of the InterimFund Credit nmay be wi thdrawn from
the InterimFund Credit Account in accordance with the provisions of Schedule 1 to
this Agreenent for expenditures nmade (or, if the Administrator shall so agree, to be
made) in respect of the reasonable cost of goods and services required for the Project
described in Schedule 2 to this Agreement and to be financed out of the proceeds of
the InterimFund Credit.

(b) The Borrower may open and naintain in dollars two separate special
deposit accounts in the Bangl adesh Bank, one for the purposes of Part C. 1 of the
Project which will be carried out by LGED (the LCGED Special Account), and the other
for the purposes of all other Parts of the Project (including those Parts of the
Project to be carried out by the FD and NCTB) which will be carried out by DPE (the
DPE Special Account), all on terns and conditions satisfactory to the Adm nistrator.
Deposits into, and paynents out of, each Special Account shall be made in accordance
with the provisions of Schedule 5 to this Agreenent.

Section 2.03. The Cosing Date shall be Decenber 31, 2003, or such later date as
the Administrator shall establish. The Adm nistrator shall pronptly notify the
Borrower of such |ater date.

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

(b) The conmitnent charge shall accrue: (i) fromthe date sixty days after
the date of this Agreement (the accrual date) to the respective dates on which anmounts
shall be withdrawn by the Borrower fromthe InterimFund Credit Account or cancel ed;
and (ii) at the rate set as of the June 30 i mediately preceding the accrual date and
at such other rates as may be set fromtine 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 conmmitnment 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
Agreement for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may fromtime to tine 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 InterimFund Credit w thdrawn and outstanding fromtinme to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem -annually on March 1 and Septenber 1 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow, the Borrower
shal | repay the principal anbunt of the InterimFund Credit in sem -annual
i nstal | nrents payabl e on each March 1 and Septenber 1 commenci ng Septenber 1, 2008 and
ending March 1, 2038. Each installment to and including the installment payable on,
March 1, 2018 shall be one percent (1%) of such principal amount, and each installment
thereafter shall be two percent (2%) of such principal amount.

(b) Whenever: (i) the Borrower’s per capita gross national product (GNP), as
determined by the Association, shall have exceeded for three consecutive years the
level established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank lending, the Administrator may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consideration by the Administrator of the development of the Borrower’s economy,
modify the repayment of installments under paragraph (a) above by: (A) requiring the
Borrower to repay twice the amount of each such installment not yet due until the



princi pal amount of the InterimFund Credit shall have been repaid; and (B) requiring
the Borrower to conmence repaynment of the principal anount of the InterimFund Credit
as of the first sem -annual paynent date referred to in paragraph (a) above falling
six months or nore after the date on which the Adninistrator notifies the Borrower
that the events set out in this paragraph (b) have occurred, provided, however, that
there shlall be a grace period of a mnimmof five years on such repaynment of

princi pal .

(c) If so requested by the Borrower, the Administrator may revise the
nodi fication referred to in paragraph (b) above to include, in lieu of sone or all of
the increase in the anmounts of such installnments, the paynment of interest at an annual
rate agreed with the Administrator on the principal amunt of the Interim Fund Credit
wi t hdrawn and outstanding fromtime to tine, provided that, in the judgnent of the
Admini strator, such revision shall not change the grant el ement obtained under the
above- nenti oned repaynent nodification.

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

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

ARTICLE 1l
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the objectives of the
Project as set forth in Schedule 2 to this Agreement, and, to this end, shall carry
out the Project with due diligence and efficiency and in conformity with appropriate
administrative, financial and educational practices, and shall provide, promptly as
needed, the funds, facilities, services and other resources required for the Project.

(b) Without limitation upon the provisions of paragraph (a) of this Section
and except as the Borrower and the Administrator shall otherwise agree, the Borrower
shall carry out the Project in accordance with the Implementation Program set forth in
Schedule 4 to this Agreement.

Section 3.02. Except as the Administrator shall otherwise agree, procurement of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Interim Fund Credit shall be governed by the provisions of
Schedule 3 to this Agreement.

Section 3.03. For the purposes of Section 9.07 of the General Conditions and
without limitation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Administrator, and
furnish to the Administrator not later than six (6) months after the Closing Date or
such later date as may be agreed for this purpose between the Borrower and the
Administrator, a plan for the future operation of the Project; and

(b) afford the Administrator a reasonable opportunity to exchange views with
the Borrower on said plan.

ARTICLE IV
Financial Covenants

Section 4.01. (a) The Borrower shall establish and maintain a financial
management system, including records and accounts and prepare financial statements in
a format acceptable to the Administrator adequate to reflect the operations, resources
and expenditures in respect of the Project of the departments or agencies of the
Borrower responsible for, and in connection with, the carrying out of the Project or
any part thereof.

(b) The Borrower shall:
(@) have the records, accounts and financial statements referred to in

paragraph (a) of this Section including those for the Special
Accounts 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 nonths after the end of each such year,
(A) certified copies of the financial statenents referred to in
paragraph (a) of this Section for such year as so audited, and (B)
an opinion on such financial statenents, records and accounts and
a report of such audit by said auditors, of such scope and in such
detail as the Admi nistrator 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 fromtinme to time reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Interim
Fund Credit Account were nmade on the basis of statenents of expenditure, the Borrower
shal | :

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and separate 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 InterimFund Credit Account was made, all
records (contracts, orders, invoices, bills, receipts and other
docunent s) evi denci ng such expenditures;

(iii) enablethe Administrator's representatives to examine 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 statements 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 withdrawals.

ARTICLE V

Remedies of the Association
and the Administrator

Section 5.01. (a) (i) Pursuant to Section 6.02 (h) of the General Conditions,
the following additional event is specified, namely, that subject to paragraph (ii) of
this Section: (A) the right of the Borrower to withdraw the proceeds of any grant or
loan made to the Borrower for the financing of the Project shall have been suspended,
canceled or terminated in whole or in part, pursuant to the terms of the agreement
providing therefor; or (B) any such loan shall have become due and payable prior to
the agreed maturity thereof.

(i)  Paragraph (i) of this Section shall not apply if the Borrower establishes
to the satisfaction of the Administrator that: (A) such suspension, cancellation,
termination or prematuring is not caused by the failure of the Borrower to perform any
of its obligations under such agreement; and (B) adequate funds for the Project are
available to the Borrower from other sources on terms and conditions consistent with
the obligations of the Borrower under this Agreement.

(b) The NORAD Grant Agreement and the DFID Grant Agreement, or any of them
shall have failed to become effective by December 31, 1999, or such later date as the
Administrator may agree; provided, however, that the provisions of this paragraph
shall not apply if the Borrower establishes to the satisfaction of the Administrator
that adequate funds for the Project are available to the Borrower from other sources
on terms and conditions consistent with the obligations of the Borrower under this
Agreement.

Section 5.02. Pursuant to Section 7.01(d) of the General Conditions, the
following additional events are specified: any event specified in paragraph (a) (i) of
Section 5.01 of this Agreement shall occur, subject to the proviso of paragraph
(a) (ii) of that Section, or any event specified in (b) shall occur.



ARTI CLE VI

Ef fective Date; Term nation
Desi gnati on of Adm nistrator

Section 6.01. The follow ng event is specified as an additional condition to the
ef fectiveness of the InterimFund Devel opnent Credit Agreement within the meaning of
Section 12.01 (b) of the General Conditions nanely that the staffing of the Finance
Unit at DPE has been conpleted in a manner satisfactory to the Adm nistrator.

Section 6.02. 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 6.03. In the event that the Executive Directors of the Association
decide to ternmnate the functions of the Association as adnministrator of the Interim
Fund pursuant to Section 7 of the InterimFund Resolution, all of the rights and
obligations of the Adm nistrator under this Agreenent shall be assuned by the
Associ ation in accordance with the InterimFund Resol ution and such decision of said
Executive Directors, as of a date to be notified by the Administrator to the Borrower.

ARTI CLE VI
Representative of the Borrower; Addresses

Section 7.01. The Secretary or the Additional Secretary, or any Joint
Secretary/Joint Chief, or any Deputy Secretary/Deputy Chief, or any Assistant
Secretary/ Assistant Chief/Research Oficer of the Econonmic Relations Division of the
M nistry of Finance 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:

Economi ¢ Rel ati ons Division

M nistry of Finance

Government of People’s Republic of Bangladesh
Dhaka, Bangladesh

Cable address: Telex:
BAHIRSAMPAD 642226 SETU BJ
Dhaka 672796 SETU BJ

For the Association and the Administrator:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
INDEVAS 248423 (MCI) or
Washington, D.C. 64145 (MCI)

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreement to be signed in their respective names in
the District of Columbia, United States of America, as of the day and year first above
written.

PEOPLE’S REPUBLIC OF BANGLADESH

By /s/ K. M. Shehabuddin
Authorized Representative



| NTERNATI ONAL DEVELOPMENT ASSOCI ATl ON

as Administrator of the interimtrust fund established
with funds contributed by certain nmenbers of

I nternational Devel opment Association pursuant to

Resol ution No. |IDA 184 of the Board of Governors of

I nternational Devel opnment Association

By /s/ Meko Nishinzu
Regi onal Vice President
South Asi a

SCHEDULE 1
Wt hdrawal of the Proceeds of the Interim Fund Credit
1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the InterimFund Credit, the allocation of the anbunts of the InterimFund
Credit to each Category and the percentage of expenditures for itens so to be financed
in each Category:

Amount of the

InterimFund Credit Allocated % of
(Expressed in Expendi t ures
Cat egory SDR Equi val ent) to be Financed
(1) Civil works 39, 870, 000 90%
(2) Paper for textbooks, 44, 030, 000 100% of foreign
t ext books, office expendi tures, 100%
equi pnent, educati onal of | ocal
expendi tures
material s and vehicles (ex-factory cost)
and
(i ncludi ng notorcycl es) 85% of | ocal
expendi - tures

for other itens
procured locally

(3) Servi ces:

(a) Consultants’ 10,370,000 100%
services (including
professional fees and
management fees) and

training
(b) IDEAL program 7,400,000 100%
(UNICEF Contract)
(4) Incremental 3,780,000 100% for FY 1999
operating costs 70% for FY 2000 and
2001 30% for FY 2002
and
2003
(5) Unallocated 5,550,000
TOTAL 111,000,000
2. For the purposes of this Schedule:

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

(b) the term "local expenditures” means expenditures in the currency of the



Borrower or for goods or services supplied fromthe territory of the Borrower; and

(c) the term"incremental operating costs" means the cost of additional
expendi tures for operation and maintenance of: (i) the Project inplenentation
managenent unit; and (ii) schools under the Project.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of payments nade for expenditures: (a) under Category (3)(b) unless
and until the Borrower has entered into a separate contract with UNICEF in respect of
expendi tures for social participation and |ocal planning towards the inplenmentation of
the IDEAL program and (b) prior to the date of this Agreenent, except that

withdrawal s in an aggregate anmount not to exceed the equival ent of SDR 2,220,000 may
be nade out of the proceeds of the Credit in respect of Categories 1 through 3 on
account of payments nade for expenditures before that date but after March 1, 1998.

4, The Administrator may require withdrawals fromthe InterimFund Credit Account
to be nmade on the basis of statenents of expenditure for: (i) goods and works under
contracts not exceedi ng $200, 000 equivalent; (ii) services of consulting firnms under
contracts not exceedi ng $100, 000 equivalent; (iii) services of individual consultants
under contracts not exceedi ng $50, 000 equivalent; and (iv) all training and

i ncremental and operating costs.

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Borrower in carrying out the
Primary Education Devel opnment Program (PEDP) in order to: (i) inmprove school quality
and systemefficiency; (ii) establish a sustainable, cost-effective and better managed
education system and (iii) ensure universal coverage and equitable access to quality
pri mary school i ng.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Administrator nay agree upon fromtine to tine to
achi eve such objectives:

Part A: I nprovi ng School Quality and System Efficiency

1. Teacher Devel opnent, School Supervision and Subcluster Training: Carrying out of
a program of teacher training, revision of teacher education curriculumand materials
and upgrading of the facilities at NAPE and PTls.

2. | nprovi ng Teaching and Learning: (a) Carrying out of a bi-annual national
assessnment of | earning achievenent, including nonitoring of school attendance and
school conpletion, for the purposes of information for revisions to curriculum

t ext books and teacher training.

(b) Supplying of student textbooks, teachers’ guides and supplementary
reading materials to schools.

3. Strengthening National Institutions: Provision of training for staff of NAPE and
PTIs to improve design and delivery of teacher training programs; restructuring of
NCTB and staffing rationalization to better reflect its publishing role; and training

of NCTB staff in management and procurement to improve textbook procurement and
distribution services.

Part B: Strengthening Institutional Capacity and Management

1. Strengthening Institutional Capacity at the National Level: (a) Strengthening
DPE’s system of review and monitoring and its capacity to: (i) prepare annual
operational and expenditure plans for the primary education program and for each
subproject; (ii) monitor and report on progress towards policy objectives; and (iii)
account for expenditures in the subsector;

(b) training of staff at DPE in planning and budgeting, management skills and
school monitoring; the establishment of a finance unit at DPE and the training of
staff in financial management and reporting; and preparation, as necessary, of studies
for future projects; and

(c) strengthening of the implementing agencies and department’s accounting
and auditing abilities through the provision of staff training and the introduction of
adequate accounting and auditing systems under the Project.



2. Strengthening Institutional Capacity at the District, Thana and School Level:
Training of staff at the district, thana and school |evels in school managenent,
academ ¢ supervision and net hods of comunity participation; preparation of school
maps and district school construction plans based on needs-based criteria agreed with
the Administrator; and carrying out of a pilot programto channel noney to thanas and
school s for financing school nmintenance, additional books and learning materials in
sel ected school s in the poorest thanas.

Part C I ncreasi ng Equitabl e Access

1. Construction of new schools, additional classroons, toilets and tubewells based
on needs-based criteria and assessnent of thanas devel opnent pl ans.

2. Carrying out of a pilot program of provision of block grants to thanas for free
stationery to students in 25% of the poorest school comunities.

3. Carrying out of social nobilization canpaigns to increase school enrollnment and

daily attendance, and training of school and thana education conmttees in school
managenent and moni tor i ng and conmunity participation.

* * *
The Project is expected to be conpleted by June 30, 2003.
SCHEDULE 3
Procurement and Consultants’ Services

Section 1. Procurement of Goods and Works
Part A: General

Subject to the eligibility restrictions set forth in Section Il of this
Schedule, goods and works shall be procured in accordance with the provisions of
Section | of the "Guidelines for Procurement under IBRD Loans and IDA Credits"
published by the Bank in January 1995 and revised in January and August 1996 and
September 1997 (the Guidelines) and the following provisions of this Section.
Part B: International Competitive Bidding
1. Except as otherwise provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
Guidelines and paragraph 5 of Appendix 1 thereto.

2. The following provisions shall apply to goods to be procured under contracts
awarded in accordance with the provisions of paragraph 1 of this Part B:

(@) Preference for Domestically Manufactured Goods

The provisions of paragraphs 2.54 and 2.55 of the Guidelines and Appendix 2
thereto shall apply to goods manufactured in the territory of the Borrower.

(b) Notification and Advertising

The invitation to bid for each contract estimated to cost $10,000,000 equivalent
or more shall be advertised in accordance with the procedures applicable to large
contracts under paragraph 2.8 of the Guidelines.
Part C: Other Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost more than $30,000 but less than $200,000 equivalent per
contract, up to an aggregate amount not to exceed $21,400,000 equivalent, and civil
works estimated to cost more than $20,000 equivalent per contract, up to an aggregate
amount not to exceed $18,920,000 equivalent may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.
2. National Shopping

Goods estimated to cost $30,000 equivalent or less per contract, up to an



aggregate anount not to exceed $25, 600, 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.

3. Force Account

Wor ks which neet the requirenents of paragraph 3.8 of the Cuidelines, and
costing $4,700,000 equivalent or less in the aggregate, may, with the Administrator’s
prior agreement, be carried out by force account in accordance with the provisions of
said paragraph of the Guidelines.

4, Community Participation

Works required for Part C of the Project up to an aggregate of 10% of the total
works may be carried out through community participation in accordance with procedures
acceptable to the Administrator.

5. Procurement of Small Works

Works estimated to cost equal or less than $20,000 equivalent per contract, up
to an aggregate amount not to exceed $28,380,000 equivalent, may be procured under
lump-sum, fixed price contract awarded on the basis of quotation obtained from three
(3) qualified domestic contractors in response to a written invitation. The invitation
shall include a detailed description of the works, including basic specifications, the
required completion date, a basic form of agreement acceptable to the Administrator,
and relevant drawings, 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 complete the contract successfully.

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

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

2. Prior Review

With respect to the first three contracts for goods and the first three
contracts for works procured under national competitive bidding procedures and
thereafter each contract for goods or works estimated to cost the equivalent of
$200,000 or more, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Guidelines shall apply.

3. Post Review

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

Section Il.  Employment of Consultants
Part A: General

Subject to the eligibility restrictions set forth in Section Il of this
Schedule, Consultants’ services shall be procured in accordance with the provisions of
the Introduction and Section IV of the "Guidelines: Selection and Employment of
Consultants by World Bank Borrowers" published by the Bank in January 1997 and revised
in September 1997 (the Consultant Guidelines) and the following provisions of Section
Il of this Schedule.

Part B: Quality- and Cost-based Selection

1. Except as otherwise provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2

thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost- based selection of consultants.



2. The following provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph.
The short list of consultants for services for social mobilization and local planning

and supervision of civil works, estimated to cost less than $200,000 equivalent per
contract, may comprise entirely national consultants in accordance with the provisions
of paragraph 2.7 of the Consultant Guidelines.

Part C: Other Procedures for the Selection of Consultants
1. Least-Cost Selection

Consultants’ services estimated to cost less than $50,000 equivalent per
contract may be procured under contracts awarded in accordance with the provisions of
paragraphs 3.1 and 3.6 of the Consultant Guidelines.

2. Quality-Based Selection

With the prior agreement of the Administrator, Consultants’ services shall be
procured under contracts awarded in accordance with the provisions of Section 2 of the
Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2 thereto, and the
provisions of paragraphs 3.13 through 3.18 thereof applicable to quality-based
selection of consultants.

3. Single-Source Selection

Services for social mobilization and local planning under the IDEAL program
estimated to cost up to an aggregate amount not to exceed $10,000,000 equivalent, may,
with the Administrator’s prior agreement, be procured from UNICEF in accordance with
the provisions of paragraphs 3.8 through 3.11 of the Consultant Guidelines.

4, Individual Consultants

Services for tasks that meet the requirements set forth in paragraph 5.01 of the
Consultant Guidelines shall be procured under contracts awarded to individual
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consultant Guidelines.

Part D: Review by the Administrator of the Selection of Consultants
1. Selection Planning

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
Administrator for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Consultant Guidelines. Selection of all consultants’
services shall be undertaken in accordance with such selection plan as shall have been
approved by the Administrator, and with the provisions of said paragraph 1.

2. Prior Review

(a) With respect to each contract estimated to cost the equivalent of
$200,000 or more, the procedures set forth in paragraphs 1, 2 and (other than the
third subparagraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines
shall apply.

(b) With respect to each contract estimated to cost the equivalent of
$100,000 or more, but less than the equivalent of $200,000, the procedures set forth
in paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a)) and 5 of
Appendix 1 to the Consultant Guidelines shall apply.

(c) With respect to each contract for the employment of individual
consultants estimated to cost the equivalent of $50,000 or more, the qualifications,
experience, terms of reference and terms of employment of the consultants shall be
furnished to the Administrator for its prior review and approval. The contract shall
be awarded only after the said approval shall have been given.

3. Post Review

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

apply.



Section IIl. Eligibility Restrictions

1. Not wi t hst andi ng the provisions of paragraph 1.6 of the Cuidelines, the proceeds
of the InterimFund Credit may only be w thdrawn on account of expendltures for goods
and wor ks provided by nationals of, and produced in or supplied from Participating
Countries; consequently, nationals of countries that are not Participating Countries
and bi dders offering goods and works from such countries shall be disqualified from
bi ddi ng for such contracts, and the bidding docunents shall so specify.

2. Not wi t hst andi ng the provisions of paragraph 1.10 of the Consultant Cuidelines,
only firms that are registered or incorporated in, and individuals and personal who
are nationals of, Participating Countries shall be el i gible to conpete for services
fi nanced out of the proceeds of the InterimFund Credit.

SCHEDULE 4
I npl erent ati on Program
1. The Borrower shall:

(a) mai ntai n policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators satisfactory to the
Adm nistrator, the carrying out of the Project and the achi evenent of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Administrator, and
furnish to the Adm nistrator, on or about April 10, 2001 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 Adnministrator, by May 15, 2001, or such later date as the
Adm ni strator 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
recommendations of the said report and the Administrator’s views on the matter.

2. The Borrower shall, not later than May 31 in each year, review the progress made
in implementation of the Project in accordance with a policy framework agreed with the
Administrator and shall ensure that all financiers of the PEDP are invited to review
meetings.

3. Notwithstanding the provisions of paragraph 1 of this Schedule, the Borrower
shall, under terms of reference acceptable to the Administrator, retain no later than
December 31, 1998, an independent external monitoring team for the purposes of third
party supervision of the implementation of the Project.

4, The Borrower shall undertake the construction of the schools under the Project
in accordance with criteria, procedures and mechanism acceptable to the Administrator.

5. The Borrower shall undertake such teacher training programs under the Project as
shall have been approved by the Administrator.

SCHEDULE 5
Special Accounts
1. For the purposes of this Schedule:

€) the term "eligible Categories" means Category (1) set forth in the table
in paragraph 1 of Schedule 1 to this Agreement in respect of Part C.1 of the Project
and Categories (2), (3) and (4) set forth in said table in respect of all other Parts
of the Project;

(b) the term "eligible expenditures" means expenditures in respect of the
reasonable cost of goods and services required for the Project and to be financed out
of the proceeds of the Interim Fund Credit allocated from time to time to the eligible
Categories in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term "Authorized Allocation” means an amount equivalent to $6,000,000



in respect of the LGED Special Account and an anpunt equival ent to $4, 000,000 in
respect of the DPE Special Account, to be withdrawn fromthe InterimFund Credit
Account and deposited into the Special Accounts pursuant to paragraph 3(a) of this
Schedul e, provided, however, that unless the Adm nistrator shall otherw se agree, the
Aut hori zed Al l ocation shall be limted to an anount equivalent to $3,000,000 in
respect of the LGED Special Account and an anopunt equival ent to $2, 000,000 in respect
of the DPE Special Account until (i) in respect of the LGED Special Account, the
aggregate anmount of withdrawals fromthe Interim Fund Credit Account allocated to
Category (1) plus the total amount of all outstanding special conmitnents entered into
by the Administrator pursuant to Section 5.02 of the General Conditions for Part C 1
of the Project shall be equal to or exceed the equival ent of SDR 16, 000, 000, and (ii)
in respect of the DPE Special Account, the aggregate amount of withdrawals fromthe
InterimFund Credit Account allocated to Categories (2), (3) and (4) plus the tota
amount of all outstanding special commitnents entered into by the Association pursuant
to Section 5.02 of the General Conditions for all Parts of the Project other than Part
C shall be equal to or exceed the equival ent of SDR 20, 000, 000

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

3. After the Administrator has received evidence satisfactory to it that the
respective Special Account has been duly opened, withdrawals of the Authorized

Al l ocation and subsequent withdrawals to replenish the respective Special Account
shall be nade as fol |l ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Administrator a request or requests for deposit into the respective Special
Account of an amount or anounts which do not exceed the aggregate anount of the
Aut hori zed All ocation. On the basis of such request or requests, the Adm nistrator
shall, on behalf of the Borrower, withdraw fromthe InterimFund Credit Account and
deposit into the respective Special Account such anmpunt or anpbunts as the Borrower
shal | have requested

(b) (i) For repl eni shnent of the respective Special Account, the Borrower
shall furnish to the Administrator requests for deposits into the
respective Special Account at such intervals as the Adm nistrator
shal | specify.

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Adm nistrator the docunents and other evidence
requi red pursuant to paragraph 4 of this Schedule for the paynent

or paynments in respect of which replenishnent is requested. On the

basi s of each such request, the Administrator shall, on behalf of
the Borrower, withdraw fromthe InterimFund Credit Account and
deposit into the respective Special Account such anmpbunt as the
Borrower shall have requested and as shall have been shown by said
docunents and ot her evidence to have been paid out of the
respective Special Account for eligible expenditures. Al such
deposits shall be withdrawn by the Administrator fromthe Interim
Fund Credit Account under the respective eligible Category or
Categories, and in the respective equival ent anobunts, as shal
have been justified by said docunents and other evidence

4, For each paynent nade by the Borrower out of the respective Special Account, the
Borrower shall, at such tine as the Administrator shall reasonably request, furnish to
the Admi nistrator such documents and other evidence showi ng that such paynent was made
exclusively for eligible expenditures.

5. Not wi t hst andi ng the provi sions of paragraph 3 of this Schedule, the
Admini strator shall not be required to nake further deposits into any Special Account:

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

(b) if the Borrower shall have failed to furnish to the Adnministrator, within
the period of tine specified in Section 4.01 (b)(ii) of this Agreement, 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 Accounts;

(c) if, at any tine, the Admnistrator shall have notified the Borrower of
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s intention to suspend in whole or in part the right of the Borrower to nake
thdrawals fromthe InterimFund Credit Account pursuant to the provisions of Section
02 of the CGeneral Conditions; or

(d) once the total unw thdrawn amount of the InterimFund Credit allocated to
the eligible Category or Categories for the respective Special Account, ninus the
total amount of all outstanding special conmitnents entered into by the Adm nistrator
pursuant to Section 5.02 of the General Conditions with respect to the relevant Parts
of the Project, shall equal the equivalent of twi ce the anount of the Authorized
All ocation. Thereafter, withdrawal fromthe InterimFund Credit Account of the
remai ni ng unwi t hdrawn amount of the InterimFund Credit allocated to the eligible
Cat egory or Categories shall follow such procedures as the Administrator shall specify
by notice to the Borrower. Such further wthdrawals shall be nmade only after and to
the extent that the Admi nistrator shall have been satisfied that all such amounts
remai ning on deposit in the respective Special Account as of the date of such notice
will be utilized in making paynments for eligible expenditures.

6. (a) If the Admi nistrator shall have determined at any tinme that any paynent
out of any 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 Borrower shall, pronptly upon notice from
the Admi nistrator: (A) provide such additional evidence as the Adm nistrator nmay
request; or (B) deposit into the respective Special Account (or, if the Adm nistrator
shall so request, refund to the Adm nistrator) an amount equal to the ampunt of such
paynent or the portion thereof not so eligible or justified. Unless the Adm nistrator
shal | otherw se agree, no further deposit by the Administrator into any Speci al
Account shall be nmade until the Borrower has provided such evidence or nmade such
deposit or refund, as the case may be.

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

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

(c) The Borrower may, upon notice to the Administrator, refund to the
Admini strator all or any portion of the funds on deposit in the Special Accounts.

(d) Refunds to the Adm nistrator nmade pursuant to paragraphs 6 (a), (b) and
(c) of this Schedule shall be credited to the InterimFund Credit Account for
subsequent withdrawal or for cancellation in accordance with the rel evant provisions
of this Agreenent, including the General Conditions.



