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CREDI T NUMBER 3585 MK

Devel opnent Credit Agreenent

(Emer gency Economic Recovery Credit)

bet ween

FORMER YUGOSLAV REPUBLI C OF MACEDONI A
(The Borrower)

and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON
(The Associ ation)

Dat ed Decenber 18, 2001
CREDI T NUMBER 3585 MK
DEVELOPMENT CREDI T AGREEMENT

ACGREEMENT, dated Decenber 18, 2001, between the Borrower and the Association.

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

WHEREAS t he Associ ation has agreed, on the basis, inter alia, of the foregoing,
to extend the Credit to the Borrower upon the terms and conditions set forth in this
Agr eenent ;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. The "General Conditions Applicable to Devel opment Credit
Agreenents" of the Association, dated January 1, 1985 (as amended through Cctober 6,
1999), with the nodifications set forth below (the General Conditions), constitute an
integral part of this Agreenent:

(a) A new paragraph (12) is added to Section 2.01 to read as set forth bel ow,
and the existing paragraphs (12) through (14) of said Section are accordingly
renunmbered as paragraphs (13) through (15):

"12. “Participating Country’ neans any country that the Association determ nes
neets the requirenents set forth in Section 11 of Resolution No. 194 of the



Board of Governors of the Association, adopted on April 8, 1999; and ‘Participating
Countries’ means, collectively, all such countries.” ; and

(b) The second sentence of Section 5.01 is nodified to read:

"Except as the Borrower and the Association shall otherw se agree, no
wi t hdrawal s 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 paynent to
persons or entities, or for any inport of goods, if such payment or inport, to the
know edge of the Association, is prohibited by a decision of the United Nations
Security Council taken under Chapter VIl of the Charter of the United Nations."

Section 1.02. Unless the context otherwi se requires, the several terns defined

in the General Conditions have the respective neanings therein set forth and the
followi ng additional terns have the foll ow ng neanings:
(a) "Deposit Account" neans the account referred to in Section 2.02 (a) of
thi s Agreenent;
(b) " Project Inplementation Agreenent" means the agreenment referred to in
Section 3.03 (a) of this Agreenent;
(c) "MOF" neans the Mnistry of Finance of the Borrower; and
(d) "Nati onal Bank" neans the Borrower’s central bank.
ARTI CLE 11
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Devel opnent Credit Agreenent, an anount in
various currencies equivalent to eleven nmllion six hundred thousand Special Draw ng
Ri ghts (SDR 11, 600, 000) .

Section 2.02. (a) The Borrower shall open, prior to furnishing to the
Association the first request for withdrawal fromthe Credit Account, and thereafter
maintain in its National Bank, a deposit account on terns and conditions satisfactory
to the Association. All withdrawals fromthe Credit Account shall be deposited by the
Association into the Deposit Account.

(b) The anmpunt of the Credit may be withdrawn fromthe Credit Account in
accordance with the provisions of Schedule 1 to this Agreement for expenditures made
in respect of the reasonable cost of goods required for the Project and to be financed
out of the proceeds of the Credit.

Section 2.03. The Cosing Date shall be Decenber 31, 2002 or such later date as
the Association shall establish. The Association 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 Credit not withdrawn fromtine to tine at a rate 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 Credit Account or canceled; and (ii) at
the rate set as of the June 30 imediately preceding the accrual date and at such
other rates as may be set fromtinme 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 conmitnment 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 Credit wi thdrawn and outstanding fromtinme to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annual ly on May 15 and Novenber 15 in each year.

Section 2.07. The Borrower shall repay the principal anount of the Credit in
sem annual installments payable on each May 15 and Novenber 15 commencing May 15,
2012, and endi ng Novenber 15, 2021. Each installnent shall be five percent (5% of
such principal anmount.

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

ARTI CLE 11
Execution of the Project

Section 3.01. The Borrower declares its commitnment to the objectives of the
Project as set forth in Schedule 2 to this Agreenment, and, to this end, shall carry
out the Project with the assistance of the National Bank pursuant to the provisions of
the Project Inplenmentation Agreement with due diligence and efficiency and in
conformty with appropriate financial, technical, admnistrative and environnenta
practices, and shall provide pronptly as needed, the funds, facilities, services and
ot her resources required for the Project.

Section 3.02. Except as the Association shall otherw se agree, procurenent of
the goods required for the Project and to be financed out of the proceeds of the
Credit shall be governed by the provisions of Schedule 3 to this Agreenent.

Section 3.03. (a) Wthout limitation upon the provisions of Section 3.01 of this
Agreement and for the purpose of carrying out the Project, the Borrower, represented
by MOF, shall enter into an agreenent (the Project |nplenentation Agreenent) with the
Nati onal Bank under terms and conditions satisfactory to the Association

(b) The Borrower shall exercise its rights under the Project |nplenentation
Agreenent in such a manner as to protect the interests of the Borrower and the
Associ ation, and to acconplish the purposes of the Credit and, except as the
Associ ation shall otherw se agree, the Borrower shall not anmend, assign, abrogate
termnate, waive or fail to enforce the Project I|nplenentation Agreenment or any
provi sion thereof.

Section 3.04. 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
Associ ation, 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 Association, and
furnish to the Association, on or about March 31, 2002, 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 Association, by April 30, 2002, or such later date as the
Associ ation shall request, the report referred to in paragraph (b) of this Section
and, thereafter, take all neasures required to ensure the efficient conpletion of the
Project and the achi evenent of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Association's views on the natter.

Section 3.05. For the purposes of Section 9.06 of the General Conditions and
without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nmonths after the C osing Date or
such later date as may be agreed for this purpose between the Borrower and the
Associ ation, a plan designed to ensure the continued achi everent of the Project’s
obj ectives; and



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

Section 3.06. Wth respect to the goods under any category of eligible inports
listed in paragraph 2 of Schedule 4 to this Agreenent, the Borrower shall not use or
pernmit to be used any such goods for military purposes

ARTI CLE 1V
Fi nanci al Covenants
Section 4.01. (a) The Borrower shall maintain a financial nmanagenent system
i ncluding records and accounts, and prepare financial statements in a format
acceptable to the Association, adequate to reflect the operations, resources and
expenditures related to the Project.
(b) The Borrower shall or shall cause the National Bank to
(i) have the records, accounts and financial statements referred to in
paragraph (a) of this Section audited in accordance with auditing
standards acceptable to the Association, consistently applied, by
i ndependent auditors acceptable to the Association

(ii) furnish to the Association as soon as available, but in any case

not later than four (4) nonths after the date of the |ast

di sbursenent, (A) certified copies of the financial statenents
referred to in par agraph (a) of this Section as so audited
and (B) an opinion on such statenments, records and accounts and
report of such audit, by said auditors, of such scope and in such
detail as the Association shall have reasonably requested; and

(iii) furnish to the Association such other information concerning such
records and accounts, and the audit thereof, and concerning said
auditors, as the Association may fromtinme to tine reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Credit
Account were nmade on the basis of statements of expenditure, the Borrower shall
(i) mai ntain or cause to be namintained, 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 Association has received

t he audit report for the fiscal year in which the |ast w thdrawal from
t he Credit Account was nade, all records (contracts, orders, invoices
bills, receipts and ot her docunents) evidencing such expenditures;

(iii) enable the Association’s representatives to exanine such records

and
(iv) ensure that such records and accounts are included in the 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
whet her the statements of expenditure submitted during such fisca
year, together with the procedures and internal controls invol ved
in their preparation, can be relied upon to support the rel ated

wi t hdr aval s.
ARTI CLE V
Remedi es of the Association
Section 5.01. Pursuant to Section 6.02 (l) of the General Conditions, the
wi ng additional event is specified, nanely, that the National Bank shall have
d to performany of its obligations under the Project |nplenentation Agreenent.
ARTI CLE VI
Ef fective Date; Termi nation

Section 6.01. The follow ng event is specified as an additional condition to the
ef fectiveness of the Devel opment Credit Agreenent within the meaning of Section 12.01



(b) of the General Conditions, nanely, that the Project |nplenentation Agreenent has
been executed on behal f of the Borrower and the National Bank.

Section 6.02. The following is specified as an additional matter, within the
nmeani ng of Section 12.02 (b) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Association, nanely, that the Project
| mpl ement ati on Agreenent has been duly authorized or ratified by the Borrower and the
National Bank and is legally binding upon the Borrower and the National Bank in
accordance with its terns.

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

ARTI CLE VI |
Representative of the Borrower; Addresses
Section 7.01. The Mnister of Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Borrower:
M ni ster of Finance
Dame Gruev 14
1000 Skopj e
Tel ex: Facsim | e:
51119 (389-2) 117280
For the Associ ation:
I nt ernational Devel opment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433
United States of Anerica

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

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

THE BORROVER

By /s/ Nikola Dimtrov
Aut hori zed Representative

THE ASSCCI ATl ON

By /s/ Christiaan J. Poortman
Aut hori zed Representative

SCHEDULE 1



Wt hdrawal of the Proceeds of the Credit
1. The table below sets forth the Category of itens to be financed out of the
proceeds of the Credit, the allocation of the ambunts of the Credit to such Category
and the percentage of expenditures for itens so to be financed in such Category:

Anmpunt of the

Credit Allocated % of
(to be Expressed in Expenditures
Cat egory SDR Equi val ent) to be Financed
Eligible inports 11, 600, 000 100% of foreign
required for the Project expendi tures
as specified in
Schedule 4 to
thi s Agreenent
TOTAL 11, 600, 000
2. For the purposes of this Schedule the term"forei gn expenditures" neans

expenditures in the currency of any country other than that of the Borrower for goods
supplied fromthe territory of any country other than that of the Borrower.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of paynents nade for

(a) expenditures prior to the date of this Agreement, except that
wi t hdrawal s, in an aggregate anount not exceeding the equivalent of SDR 2,320,000 nay
be nade on account of paynments nade for expenditures before that date but after
Sept enber 1, 2001

(b) expendi tures for goods procured under contracts costing |ess than $20, 000
equi val ent;
(c) expendi tures for goods supplied under a contract which any national or

international financing institution or agency other than the Association shall have
financed or agreed to finance or which the Association has financed or agreed to
finance under another credit;

(d) expenditures in excess of an aggregate anount equivalent to 50% of the
amount of the Credit for any category of eligible inports specified in Schedule 4
wi t hout prior approval by the Association; and

(e) expenditures for used or |uxury goods.

4, The Association may require withdrawals fromthe Credit Account to be nade on
the basis of statenents of expenditure for expenditures under: (a) contracts for goods
procured by the private sector costing |less than $3, 000, 000 equi val ent; and (b)
comonly traded commodities such as seeds, fertilizers, petroleum and fuel products,
procured under Part C of Schedule 3 to this Agreenent, all under such terms and
conditions as the Association shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project
The objective of the Project is to assist the Borrower to restore assets and
econom ¢ and social activities after civil disturbances that occurred during the year
of 2001.
The Project consists of the financing of critical inmports as specified in

Schedul e 4 to this Agreenent, subject to such nodifications thereof as the Borrower
and the Association nay agree upon fromtime to tine to achieve such objective

* * %
The Project is expected to be conpleted by June 30, 2002
SCHEDULE 3



Procurenment of Goods
Part A: Gener a

1. Goods shall be procured in accordance with (a) the provisions of Section | of
the "@uidelines for Procurement under |BRD Loans and | DA Credits" published by the
Bank in January 1995 and revised in January and August 1996, Septenber 1997 and
January 1999, subject to the nodifications thereto set forth in paragraph 2 of this
Part A (the Guidelines) and the provisions of the followi ng Parts of this Schedul e

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to "Bank nember
countries" and "menber country" shall be deened to be references, respectively, to
"Participating Countries" and "Participating Country".

Part B: I nternational Conpetitive Bidding

Except as otherw se provided in Part C of this Schedule, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
CGui del i nes and paragraph 5 of Appendix 1 thereto. Gven the nature of the Credit,
paragraphs 2.63 and 2.64 of the CGuidelines shall specifically apply.

Part C O her Procurenent Procedures
1. Except as otherw se provided in paragraph 2 of this Part, comonly traded
comodities shall be procured through organi zed international commodity narkets or
ot her channel s of conpetitive procurenment acceptable to the Association, in accordance
with the provisions of paragraph 2.65 of the Cuidelines
2. Commonly traded commbdities, estimated to cost |ess than $5, 000, 000 equi val ent
per contract, and goods inported by the private sector estimated to cost |ess than
$3, 000, 000 equi val ent per contract, may be procured in accordance w th established
conmerci al practices satisfactory to the Association, in accordance with the
provi sions of paragraph 3.12 of the Guidelines.
Part D Revi ew by the Association of Procurenent Decisions
1. Prior Review

Wth respect to each contract for goods to be procured under Part B of this
Schedul e, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
CGui del i nes shall apply.
2. Post Revi ew

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

SCHEDULE 4
List of Eligible Inports to be Financed Under the Credit

Construction material s

Water and | and transport vehicles
Seeds

Fertilizer

Agricul ture equipnent, spare parts and inputs
Medi cal supplies and equi pnent
Petrol eum fuel products and coa

Construction equi pnent and industrial machinery

© ® N o 0ok~ 0 N PR

Spare parts, raw materials and internedi ate goods for industry and services






