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AGREEMENT, dated October 4, 2001, between the REPUBLIC OF PANAMA (the Borrower)
and INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (the Bank).

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

WHEREAS the Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan 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 Loan and Guarantee
Agreements for Single Currency Loans" of the Bank, dated May 30, 1995 (as amended
through October 6, 1999) (the General Conditions) constitute an integral part of this
Agreement.



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:

(a) "Administration Arrangement" means the arrangements referred to in
Section 3.06 of this Agreement;

(b) "Beneficiary Agencies" means collectively CGR, CLICAC, MEF, and MICI,

(c) "CGR"means Contraloria General de |la Republica, the Borrower’s General
Conptroller’s Ofice;

(d) "CLI CAC' neans Comnision de Libre Conpetencia y Asuntos del Consum dor,
the Borrower’s Conpetition and Consuner Affairs Comm ssion;

(e) "DEC' neans Direcci 6n de Estadistica y Censo, the Borrower’s Census and
Statistics Directorate established within CGR

(f) "DGCP" neans Direcci 6n General de Contrataci ones Publicas, the Borrower’s
Publi ¢ Procurenent General Directorate established wthin MEF;

g "DPS" neans Direccién de Politica Social, the Borrower’s Social Policy
Directorate established w thin MEF;

(h) "GDP" neans the Borrower’s G oss Donestic Product;

(i) "Law No. 29" neans the Borrower’s Ley por |la cual se Dictan Nornmas Sobre
| a Defensa de |a Conpetencia y se Adoptan OGtras Medi das", published in the Borrower’s
oficial Gazette on February 3, 1996;

i "MEF' neans Mnisterio de Econonia y Finanzas, the Borrower’s Mnistry of
Econony and Fi nance;

(k) "MCl" neans Mnisterio de Conercio e Industrias, the Borrower’s Mnistry
of Commerce and | ndustries;

(1) "Qperational Manual" nmeans the nmanual referred to in Section 3.08 (a) of
thi s Agreenent;

"PCU' neans the Project coordination unit referred to in Section 3.05 of
thi s Agreenent;

(n) "Project Managenment Report" means each report prepared in accordance with
Section 4.02 (a) of this Agreenent;

(0) "Project Preparation Advance" neans the project preparation advance
granted by the Bank to the Borrower pursuant to the |etter agreenent dated February 3,
1998;

(p) "Suppl emrental Letter" means the letter of even date herewith fromthe
Borrower to the Bank setting forth the Project nonitoring indicators referred to in
Section 3.07 (a) of this Agreenent;

(q) "UNDP Agreenent" neans the agreenent referred to in Section 3.09 of this
Agr eenent ;
(r) "WIO Agreenents" nmeans the foll ow ng agreenments adni ni stered through the

WO Technical Barriers to Trade Agreenent, Trade Rel ated Aspects of Intellectual
Property Rights Agreenent, Sanitary and Phyto Sanitary Standards Agreenent and
Agricul ture Agreenent; and



(s) "WTQO" means World Trade Organization, to which the Borrower became a
nmenber through the Borrower’s Law No. 23 of 1997,

ARTI CLE ||
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Loan Agreenent, an anount equal to ten
mllion five hundred thousand Dol lars ($10, 500, 000).

Section 2.02. (a) The anount of the Loan nay be wi thdrawn fromthe Loan Account
in accordance with the provisions of Schedule 1 to this Agreenment for expenditures
made (or, if the Bank shall so agree, to be made) 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 Loan and in respect of the fee referred to in Section 2.04 of this Agreenent.

(b) Pronptly after the Effective Date, the Bank shall, on behalf of the
Borrower, wi thdraw fromthe Loan Account and pay to itself the anpbunt required to
repay the principal anpbunt of the Project Preparation Advance w t hdrawn and
outstandi ng as of such date and to pay all unpaid charges thereon. The unwi thdrawn
bal ance of the authorized amount of the Project Preparation Advance shall thereupon be
cancel ed.

Section 2.03. The Cosing Date shall be Decenber 31, 2004 or such |ater date as
the Bank shall establish. The Bank shall pronptly notify the Borrower of such |ater
date.

Section 2.04. The Borrower shall pay to the Bank a fee in an anmount equal to one
percent (1% of the anpbunt of the Loan. On or pronptly after the Effective Date, the
Bank shall, on behalf of the Borrower, w thdraw fromthe Loan Account and pay to
itself the amount of said fee.

Section 2.05. The Borrower shall pay to the Bank a conmitment charge at the rate
of three-fourths of one percent (3/4 of 1% per annumon the principal anmount of the
Loan not withdrawn fromtime to time.

Section 2.06. (a) The Borrower shall pay interest on the principal anmount of the
Loan withdrawn and outstanding fromtime to time, at a rate for each Interest Period
equal to LIBOR Base Rate plus LIBOR Total Spread.

(b) For the purposes of this Section:

(i) "I nterest Period" neans the initial period fromand including the
date of this Agreenent to, but excluding, the first Interest

Paynent Date occurring thereafter, and after the initial period,

each period fromand including an Interest Payment Date to, but
excluding the next follow ng Interest Paynent Date.

(ii) "Interest Paynent Date" neans any date specified in Section 2.07
of this Agreenent.

(iii) "LIBOR Base Rate" neans, for each Interest Period, the London
interbank offered rate for six-nonth deposits in single currency
for value the first day of such Interest Period (or, in the case
of the initial Interest Period, for value the Interest Paynent
Date occurring on or next preceding the first day of such Interest
Period), as reasonably determ ned by the Bank and expressed as a
per cent age per annum

(iv) "LI BOR Total Spread" means, for each Interest Period: (A)
three-fourths of one percent (3/4 of 1%; (B) minus (or plus) the

wei ghted average margin, for such Interest Period, below (or

above) the London interbank offered rates, or other reference

rates, for six-nonth deposits, in respect of the Bank's



outstanding borrowings or portions thereof allocated by the Bank
to fund single currency loans or portions thereof made by it that
include the Loan; as reasonably determined by the Bank and
expressed as a percentage per annum.

(c) The Bank shall notify the Borrower of LIBOR Base Rate and LIBOR Total
Spread for each Interest Period, promptly upon the determination thereof.

(d) Whenever, in light of changes in market practice affecting the
determination of the interest rates referred to in this Section 2.06, the Bank
determines that it is in the interest of its borrowers as a whole and of the Bank to
apply a basis for determining the interest rates applicable to the Loan other than as
provided in said Section, the Bank may modify the basis for determining the interest
rates applicable to the Loan upon not |ess than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall becone effective on the expiry of the notice
period unless the Borrower notifies the Bank during said period of its objection
thereto, in which case said nodification shall not apply to the Loan.

Section 2.07. Interest and other charges shall be payable senmiannually in
arrears on April 15 and October 15 in each year.

Section 2.08. The Borrower shall repay the principal anmount of the Loan in
accordance with the anortization schedule set forth in Schedule 3 to this Agreenent.

ARTICLE 111
Execution of the Project

Section 3.01. The Borrower declares its commtnment to the objectives of the
Project as set forth in Schedule 2 to this Agreenent, and, to this end, shall carry
out the Project, through the PCU and the Beneficiary Agencies, with due diligence and
efficiency and in confornmity with appropriate financial, admnistrative, legal, and
techni cal practices, and shall provide, pronptly as needed, the funds, facilities,
services and other resources required for the Project.

Section 3.02. Except as the Bank shall otherw se agree, procurenent of the goods
and consultants’ services required for the Project and to be financed out of the
proceeds of the Loan shall be governed by the provisions of Schedule 4 to this
Agr eenent .

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

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six (6) nonths after the Closing Date or such |later date as
may be agreed for this purpose between the Borrower and the Bank, a plan designed to
ensure the continued achi evenent of the Project’s objectives, and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Borrower on said plan.

Section 3.04. Wth regard to the training and capacity building activities to be
carried out under the Project, in accordance with the inplenentation plan set forth in
the Operational Mnual, the Borrower, through the PCU, shall:

(a) by no later than March 31 of each year during the inplenmentation of the
Project, starting in the year 2002, furnish the Bank, for its approval, a plan which
provi des detailed informati on on the objective, content, schedule, selection criteria,
budget, and nunber of participants regarding the respective activities;

(b) carry out such training and capacity building activities in accordance
with said plan approved by the Bank; and

(c) by no later than March 31 of each year during the inplenmentation of the



Project, starting in the year 2003, prepare and furnish to the Bank a report, of such
scope and in such detail as the Bank shall reasonably request, on the results of each
such activity, on the proposed strategy for replication and dissemination, as well as
on the benefits derived therefrom.

Section 3.05. Throughout the course of the Project implementation, the Borrower
shall maintain a Project coordination unit within MEF. The Borrower shall ensure that
the PCU is, at all times, during the implementation of the Project, headed by a
Project coordinator (the Project Coordinator), assisted by staff in adequate numbers,
all with qualifications, experience, functions and responsibilities as set forth in
the Operational Manual.

Section 3.06. Without limitation upon the provisions of Section 3.01 of this
Agreement, the Borrower through MEF shall enter into separate inter institutional
administrative arrangements satisfactory to the Bank (the Administration
Arrangements), one with each one of the Beneficiary Agencies, setting forth their
respective responsibilities in the implementation of the Project. The Borrower shall
exercise its rights and carryout its obligations under the Administration Arrangements
in such a manner as to protect the interest of the Borrower and the Bank and to
accomplish the purposes of the Loan. Except as the Bank may otherwise agree, the
Borrower shall not assign, amend, abrogate, suspend, waive, terminate or fail to
enforce any Administration Arrangement or any provision thereof.

Section 3.07. The Borrower shall:

@) maintain policies and procedures adequate to enable it to monitor and
evaluate on an ongoing basis, in accordance with the indicators set forth in the
Supplemental Letter, the carrying out of the Project and the achievement of the
objectives thereof;

(b) prepare, under terms of reference satisfactory to the Bank, and furnish
to the Bank, on or about March 31 of each year during the implementation of the
Project, starting in the year 2002, a report integrating the results of the monitoring
and evaluation activities performed 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 achievement of the objectives thereof during the
period following such date; and

(c) review with the Bank, by June 30 of each year during the implementation
of the Project, starting in the year 2002, or such later date as the Bank shall
request, the report referred to in paragraph (b) of this Section, and, thereafter,
take all measures required to ensure the efficient completion of the Project and the
achievement of the objectives thereof, based on the conclusions and recommendations of
said report and the Bank’s views on the nmatter.

Section 3.08. (a) The Borrower shall, without limtation to the other provisions
of this Agreenent, carry out the Project in accordance with an operational nanual,
satisfactory to the Bank and to be prepared by the PCU, said manual to include
specific rules and procedures for Project inplenentation; and

(b) the Operational Manual may be anended by the Borrower fromtine to tine,
in a manner satisfactory to the Bank, to facilitate conti nued Project inplenentation.
In case of any conflict between the terns of the Operational Mnual and those of this
Agreenent, the terns of this Agreenent shall prevail.

Section 3.09. The Borrower shall enter into an agreenent with the United Nations
Devel opnent Agency under terns and conditions satisfactory to the Bank (the UNDP
Agreement), including, inter alia, UNDP's obligation to maintain, on behalf of the
Borrower, records and accounts adequate to reflect the operations, resources and
expendi tures of the Project, in order to enable the Borrower to conply with its
obligations under Sections 4.01 and 4.02 of this Agreenent. The Borrower shal
exercise its rights and carryout its obligations under said agreement in such a manner
as to protect the interest of the Borrower and the Bank and to acconplish the purposes
of the Loan. Except as the Bank nay otherw se agree, the Borrower shall not assign,
amend, abrogate, suspend, waive, termnate or fail to enforce the UNDP Agreenent or



any provision thereof.
ARTICLE IV
Financial Covenants

Section 4.01. (a) The Borrower shall maintain a financial management system,
including records and accounts, and prepare financial statements in a format
acceptable to the Bank, adequate to reflect the operations, resources and expenditures
related to the Project.

(b) The Borrower shall:

0] have the records, accounts and financial statements referred to in
paragraph (a) of this Section for each fiscal year audited, in
accordance with auditing standards acceptable to the Bank,
conskistently applied, by independent auditors acceptable to the
Bank;

(i)  furnish to the Bank as soon as available, but in any case not
later than six months after the end of each such year: (A)
certified copies of the financial statements referred to in
paragraph (a) of this Section for such year as so audited; and (B)
an opinion on such statements, records and accounts and report of
such audit, by said auditors, of such scope and in such detail as
the Bank shall have reasonably requested; and

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

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

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

(i)  retain, until at least one year after the Bank has received the
audit report for the fiscal year in which the last withdrawal from
the Loan Account was made, all records (contracts, orders,
invoices, bills, receipts and other documents) evidencing such
expenditures;

(iii) enabl e the Bank’s representatives to exani 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 Project Managenent Reports or statenents of

expendi ture submitted during such fiscal year, together with the

procedures and internal controls involved in their preparation,

can be relied upon to support the related w thdrawal s.

Section 4.02. (a) Wthout linmitation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall carry out a time-bound action plan acceptable to the
Bank for the strengthening of the financial nmanagenent systemreferred to in paragraph
(a) of said Section 4.01 in order to enable the Borrower, not |later than Decenber 31,
2001, or such later date as the Bank shall agree, to prepare quarterly Project
managenent reports, acceptable to the Bank, each of which:

(i) (A) sets forth actual sources and applications of funds for the
Project, both cumul atively and for the period covered by said
report, and projected sources and applications of funds for the



Project for the six-month period following the period covered by
said report; and (B) shows separately expenditures financed out of
the proceeds of the Loan during the period covered by said report
and expenditures proposed to be financed out of the proceeds of
the Loan during the six-month period following the period covered
by said report;

(i)  (A) describes physical progress in Project implementation, both
cumulatively and for the period covered by said report; and (B)
explains variances between the actual and previously forecast
implementation targets; and

(iii) sets forth the status of procurement under the Project and
expenditures under contracts financed out of the proceeds of the
Loan, as at the end of the period covered by said report.

(b) Upon the completion of the action plan referred to in paragraph (a) of
this Section, the Borrower shall prepare, in accordance with guidelines acceptable to
the Bank, and furnish to the Bank not later than 45 days after the end of each
calendar quarter a Project Management Report for such period.

ARTICLE V
Effective Date; Termination

Section 5.01. The following events are specified as additional conditions to the
effectiveness of the Loan Agreement within the meaning of Section 12.01 (c) of the
General Conditions:

(a) that the Operational Manual referred to in Section 3.08 (a) of this
Agreement has been issued and put into effect;

(b) that the UNDP Agreement referred to in Section 3.09 of this Agreement has
been signed by the parties thereto;

(c) that the PCU has been properly staffed as set forth in Section 3.05 of
this Agreement;

(d) that the independent auditors referred to in Section 4.01 (b) (i) of this
Agreement have been contracted to carry out the audits referred to in said section;
and

(e) that the Administration Arrangements referred to in Section 3.06 of this
Agreement have been entered into.

Section 5.02. The date January 2, 2002 is hereby specified for the purposes of
Section 12.04 of the General Conditions.

ARTICLE VI
Representative of the Borrower; Addresses

Section 6.01. The Minister of Economy and Finance of the Borrower is designated
as representative of the Borrower for the purposes of Section 11.03 of the General
Conditions.

Section 6.02. The following addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

M ni steri o de Economia y Fi nanzas
Direcci on de Crédito Publico

Via Espafia, Calle 52

Edificio OGAVWA 4 Pi so



Panamd, Republica de Panama

Facsim | e:
(507) 223-1405
For the Bank:

I nternational Bank for
Reconstructi on and Devel oprment

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

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

I N W TNESS WHEREOF, the parties hereto, acting through their duly authorized
representati ves, have caused this Agreement to be signed in their respective nanes in
the District of Colunbia, United States of Anerica, as of the day and year first above
witten.

REPUBLI C OF PANANVA

By /s/ Guillerno Ford
Aut hori zed Representative

| NTERNATI ONAL BANK FCOR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Donna Dowsett-Coirolo
Acting Regional Vice President
Latin Anerica and the Caribbean

ACREED:
CONTRALORI A GENERAL DE LA REPUBLI CA

By /s/ Al vin Weden
Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

1 The table below sets forth the Categories of itens to be financed out of the
proceeds of the Loan, the allocation of the amounts of the Loan to each Category and
the percentage of expenditures for itens so to be financed in each Category:

Amount of the

Loan All ocated % of
(Expressed inExpenditures
Cat egory Dol | ars) to be Financed
(1) Goods 1, 390, 000 100% of foreign

expendi tures,
and 90% of | ocal



expenditures

(2) Consultants’ 6,510,000 100%
services
) Training 1,355,000 100%
4 Refunding of 1,100,000 Amounts due
Project Preparation pursuant to
Advance Section 2.02 (b)
of this Agreement
(5) Fee 105,000 Amount due under
Section 2.04 of this
Agreement
(6) Audit fees 40,000 100%
TOTAL 10,500,000
2. For the purposes of this Schedule:

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

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

(c) the term "training" means the non-consultant expenditures incurred by the
Borrower in connection with the carrying out of training activities under the Project,
including reasonable travel costs and per diem of trainees, rental of facilities and
equipment, and training materials; and

(d) the term "audit fees" means the reasonable fees charged by the auditors
referred to in Section 4.01 (b) (i) of this Agreement for the carrying out of their
auditing services with respect to the Project.

3. Notwithstanding the provisions of paragraph 1 above, no withdrawals shall be
made in respect of payments made for expenditures prior to the date of this Agreement,
except that withdrawals, in an aggregate amount not exceeding $1,000,000, may be made
on account of payments made for expenditures within twelve months prior to the date of
this Agreement, but in no case prior to July 1, 2001.

4, The Bank may require withdrawals from the Loan Account to be made on the basis
of statements of expenditure for training, as well as for expenditures for goods and
services not subject to prior review pursuant to Part D.2 of Section | of Schedule 4

to this Agreement or Part D.2 of Section Il of Schedule 4 to this Agreement, under

such terms and conditions as the Bank shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objective of the Project is to consolidate and deepen the Borrower’'s reforms
to accel erate growm h and reduce poverty by strengthening the Borrower’s economnic
nonitoring and planning, policy fornmulation and execution capacity in: (a) the
i mpl ement ati on of selected policies; (b) the design of selected refornms; and (c) the
carrying out of poverty and econom c nonitoring and anal yti cal eval uations.

The Project consists of the followi ng Parts, subject to such nodifications
thereof as the Borrower and the Bank nay agree upon fromtinme to tine to achieve such
obj ecti ves:



Part A: Trade Reform and Strengthening Institutional Capacity of MICI and CLICAC

1. Strengthening of MCl's institutional and technical capacity, in particular its
capacity to:

(a) i npl ement the Borrower’'s WIO commi t nents under the WO Agreenents;

) (b) mai ntain a well functioning Borrower’s WIO of fi ce and enhance such
of fices’ capacity to address inquiries and notifications on trade related issues and
techni cal regul ations;

(c) prepare donestic policy reformprograns consistent and integrated with
nmultilateral and regional trade institutions; and

(d) establish a new information center on regul ations and standards under the
jurisdiction of MCl.

2. Strengthening of MCl institutional capacity to inplenent trade reforns and
negotiate multilateral, bilateral and regional integration agreenents through, inter
alia:

(a) the acquisition of infornmation technol ogy equi pnent, conputer equiprent
and software, technical tools, operational handbooks and related materials to inter
alia, upgrade the Borrower’s databases on patents and trademarks to support the
protection of intellectual property rights;

(b) the provision of training with respect to the establishment of a database
and research systens to facilitate the Borrower’s WO negoti ati ons and regi onal
negoti ati ons on market access and rel ated i ssues;

(c) the carrying out of an assessnent of: export opportunities/challenges;
i ndustry advantage in terns of scale, val ue-added and specialization; trade
creation/diversion and other factors affecting the Borrower’s trade agreenents;

(d) the carrying out of workshops and training with respect to negotiations,
I'i nkages between different negotiating policy areas, and coordi nation mechani sns
across the Borrower’s agencies responsible for trade policy matters as well as with
private sector constituencies; and

) (e) the carrying out of cross-cutting and multi-sector studies and
di agnosti cs.

3. Strengt hening of CLICAC s capacity to inplenent Law No. 29, through, inter alia:
(a) the carrying out of sector-specific studies and assessnents;
(b) the acquisition of |aboratory equipnment and software and the provision of

techni cal tools, operational handbooks and rel ated materials;

(c) the provision of training to CLICAC s staff, with respect to the
upgradi ng of technical standards and | egal metrol ogy and the enforcement of Law No. 29
and related | egal instrunents; and

(d) the design and inplementation of a public information and di sseni nation
canpai gn and corporate prograns to facilitate changes in policies affecting
conpetition and market transparency.

Part B: Fi scal Sustainability and Public Sector Efficiency

1. Strengthening of DEC's operatl onal capacity to: (a) inprove the calculation
nmet hodol ogi es for the Borrower’s natlonal accounts; (b) nodify the base year of said
nati onal accounts and the consumer’s price index; (c) facilitate quarterly GDP data



production; and (d) upgrade DEC s existing conputer equi pnent.

2. Strengt hening of MEF Mnister’s office capacity to: (a) provide technical advise
on the design and formul ati on of macroeconom c policies; (b) achieve consistency of
econonmi ¢ policies across the Borrower’s mnistries and rel ated agencies; and (c)
noni t or nmacr oecononi ¢ perfornmance

Part C Soci al Spendi ng and Poverty Reduction

Provi sion of technical assistance to inprove the targeting and efficiency of the
Borrower’s current public social spending and poverty reduction prograns, through:
(a) the design and inplenentation of a survey of living conditions; (b) the carrying
out of poverty and vulnerability analyses with data generated from said survey; (c)
the carrying out of a conprehensive study of the Borrower’s public social spending
(d) the design and inplenmentation of a poverty nonitoring system and (e) the
strengt heni ng of DPS

Part D Publ i ¢ Procurenent System

1. Provi si on of technical assistance to strengthen DGCP and other public
procurenent units selected by the Borrower, through: (i) the devel opment of standard
bi ddi ng docunents of general application; (ii) the design and inplenentation of a
human resource policy; (iii) the carrying out of an assessnent and subsequent

adj ustment of current procedures; (iv) the carrying out of an assessnent of the
avai | abl e human resources; and (v) the design and inplenentation of a training program
for the Borrower’s procurenent officials

2. Provi sion of technical assistance to the Borrower to develop a public
procurenent information system including the design and inplenentation of such
systenmi s el ectroni c governnent procurenment conponent.

3. Provi sion of technical assistance to review the Borrower's existing procuremnent
| egal and regul atory franework, and prepare the necessary anmendnent to such framework,
and carrying out of workshops with critical stakeholders to discuss the proposed
amendnents.

The Project is expected to be conpleted by June 30, 2004
SCHEDULE 3
Anortization Schedul e

Payment of Principal
(Expressed in
Dat e Payment Due Dol | ars) *

On each April 15 and October 15

begi nning April 15, 2007
t hrough October 15, 2016 525, 000



* The figures in this column represent the amount in Dollars to be repaid,
except as provided in Section 4.04 (d) of the General Conditions.

SCHEDULE 4
Procurement
Section . Procurement of Goods
Part A: General

Goods 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, September 1997 and January 1999
(the Guidelines) and the following provisions of Sections | and Il of this Schedule.

Part B: International Competitive Bidding

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.

Part C: Other Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost less than $250,000 equivalent per contract, up to an
aggregate amount not to exceed $500,000 equivalent, may be procured under contracts
awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

2. International or National Shopping

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

Part D: Review by the Bank 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
Bank 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 Bank, and
with the provisions of said paragraph 1.

2. Prior Review

@) With respect to each contract procured in accordance with Part B above,
as well as the first three contracts procured in accordance with Part C.1 above, the
procedures set forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall

apply;



(b) With respect to the first three contracts procured in accordance with
Part C.2 above, the procedures referred to in the following procedures shall apply:

() prior to the selection of any supplier or the execution of any
contract under shopping procedures, the Borrower shall provide to

the Bank a report on the comparison and evaluation of quotations

received;

(i)  prior to the execution of any contract procured under shopping
procedures, the Borrower shall provide to the Bank a copy of the
specifications and the draft contract; and

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

3. Post Review

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

Section Il.  Employment of Consultants
Part A: General

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Guidelines: Selection and Enpl oynment of
Consul tants by World Bank Borrowers" published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the follow ng
provi sions of Sections Il and Il of this Schedule.

Part B: Quality- and Cost-based Sel ection

1. Except as otherwi se provided in Part C of this Section, consultants’ services
shal | be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to

qual ity- and cost-based sel ection of consultants.

2. The follow ng 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 estinmated to cost |ess than $100, 000

equi val ent per contract, nmay conprise entirely national consultants in accordance with
the provisions of paragraph 2.7 of the Consultant Guidelines.

Part C O her Procedures for the Selection of Consultants
I ndi vi dual Consultants

Services for tasks that nmeet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui delines shall be procured under contracts awarded to individual
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

Part D: Revi ew by the Bank of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Project shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by



the Bank, and with the provisions of said paragraph 1.
2. Prior Review

() With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $100,000 or more, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2 (a)) and 5 of
Appendix 1 to the Consultant Guidelines shall apply.

(b) With respect to each contract for the employment of consulting firms
estimated to cost less than the equivalent of $100,000, terms of reference of the
consultants shall be furnished to the Bank for its prior review and approval. The
contract shall be awarded only after the said approval shall have been given.

(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 Bank for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

(d) With respect to each contract for the employment of individual
consultants estimated to cost less than the equivalent of $50,000, terms of reference
of the consultants shall be furnished to the Bank 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 lll. Special Provisions

A. In addition and without limitation to any other provisions set forth in this
Schedule or the Guidelines, the following principles of procurement shall expressly
govern all procurement of goods referred to in Part B of Section | of this Schedule:
1. Foreign bidders shall not be required to:

(a) have a local representative for purposes of submitting bids;

(b) be registered with local authorities as a prerequisite for bidding; and

(c) be associated with local contractors or suppliers.

2. Bids may be submitted before bid opening, either by mail or courier or in

person.

3. No bids shall be rejected, and no provisional awards shall be made at the time
of bid opening.

4. No minimum number of bids shall be required as a condition to award a contract.
5. Contracts shall be awarded to the bidder whose bid has been evaluated as the

lowest responsive bid, in accordance with criteria clearly set forth in the standard
bidding documents.

B. In addition and without limitation to any other provisions set forth in this
Schedule or the Guidelines, the following principles of procurement shall expressly
govern all procurement of goods referred to in Part C.1 of Section | of this Schedule:

1. Bids may be submitted before bid opening, either by mail or courier or in
person; and
2 No bids of proposals shall be rejected, and no provisional awards shall be made

at the time of bid opening.



3. No minimum number of bids or proposals shall be required as a condition to award
a contract.

4, Contracts shall be awarded to the bidder whose bid has been evaluated as the
lowest responsive bid, in accordance with criteria clearly set forth in the standard
bidding documents.
C. In addition to and without limitation to any other provisions set forth in this
Schedule or the Consultant Guidelines, the following principles of procurement shall
expressly govern all procurement of consultants’ services referred to in Section Il of
this Schedule:

Foreign consultants shall not be required to:
(1) be locally registered as a condition of participation in the selection process;

2 be required to enter into association with other firms to submit a proposal or
sign a contract;

) furnish any certificate issued by a local authority about their legal capacity
or tax status for the purposes of submitting a proposal; and

4 submit their proposals in person.



