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CREDIT No. 3364-MAG
DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated June 19, 2000, between REPUBLIC OF MADAGASCAR (the
Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

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

(B) the Association has received a letter of transport sector
policy and a road sector strategy letter, both dated April 6, 2000, from
the Borrower, describing therein a program of actions, objectives, and
policies (the Program) designed to redefine and strengthen its aviation,
port, maritime, railway and road sector transport with a view to (i)
promoting more efficient and reliable transport services; and (ii)
facilitating economic development and declaring therein the Borrower’s
conm tnment to the execution of the Program and

(O the Borrower has requested that the Association support its
execution of the Programthrough a series of credits over a period of
nine (9) years, the proceeds of such credits to be utilized by the
Borrower for the inplenentation of the Program 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 termnms and
conditions set forth in this Agreenent;



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

Section 1.01. The “CGeneral Conditions Applicable to Devel opnent
Credit Agreenents” of the Association, dated January 1, 1985 (as anended
t hrough Cctober 6, 1999), (the Ceneral Conditions), constitute an
integral part of this Agreenent.

Section 1.02. Unless the context otherwi se requires, the several
terns defined in the General Conditions and in the Preanble to this
Agreement have the respective meanings therein set forth, and the
followi ng additional terns have the foll ow ng neanings:

(a) “ACM neans the Borrower's civil aviation regulatory agency
responsi bl e for adopting sector regulations and providing sector
supervi sion, established pursuant to Law No. 99-024 of the Borrower;

(b) “Affiliated Agencies” nmeans the existing departments and
agenci es of MOTM and MOPW (as hereinafter defined) and the ones to be
establ i shed under the Project, including: (i) in respect of MOTM
Aéroports de Madagascar, Autorité Portuaire Maritime et Fluviale, Société
d' exploitation du Port de Toamasi na, Ports de Mrondava, Tol anaro,
Toliara et Mahaj anga, Soci été des Ports Autonomes, and Soci été de
Patri moi ne des Chemins de Fer; and (ii) in respect of MOPW Laboratoire
Nati onal des Travaux Publics et du Batinent, Agence Routiére Centrale,
Agence Routiére Provinciale, Fond d' Entretien Routier, Institut National
de |'Infrastructure, Service des Batiments Civils, Service de |la
Logi stique et de | a Mintenance, and Unités de Production Autonone;

(c) “ENEAM neans Ecol e National e d' Ensei gnenent de
| ' Aéronautique et de | a Metéorol ogie, the school for aeronautics and
met eorol ogy, an affiliated agency of the MOTM

(d) “Fiscal Year” and “FY” nean the Borrower’'s fiscal year
conmenci ng January 1 and endi ng Decenber 31;

(e) “Mal agasy Franc” neans the currency of the Borrower;

(f) “MARPOL Convention” neans the International Convention for
the Prevention of Pollution from Ships;

(9) “MOPW neans the Mnistry of Public Wrks of the Borrower;

(h) “MOTM neans the Mnistry of Transport and Meteorol ogy of

t he Borrower;

(i) “Qperating Manual s” neans the manual s adopted respectively
by MOTM and MOPW and setting forth, inter alia, work plans, training
prograns, and procedures to be used for the purpose of inplenenting the
Project, as may be anended fromtime to tine with the prior witten
consent of the Association, such termto include any schedul es thereto;

(i) “OPRC Convention” means the International Convention on Ql
Prevention Preparedness;

(k) “PES" neans Program Executive Secretariat, an autononobus
unit of the Borrower to be established for the coordination of Project
i mpl emrent ati on;

(1) “PIP" and “Project Inplenentation Plan” nean the
conprehensive plan for the inplenmentation of the Project referred to in
paragraph 1 (b) of Schedule 4 to this Agreenent;

(m “Project Accounts” neans the accounts referred to in Section



3.04 (a) of this Agreement;

(n) “Proj ect Managenment Report” nmeans each report prepared in
accordance with Section 4.02 of this Agreenent;

(o) “Project Year” means each twel ve-nmonth period during Project
i mpl ementation starting fromthe day after the Effective Date;

p “RN' nmeans Route Nationale, a road classified as a national
road in the territory of the Borrower; and

(q) “Speci al Accounts” neans the accounts referred to in Section
2.02 (b) of this Agreenent.

ARTI CLE ||
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on
the terms and conditions set forth or referred to in this Devel opment
Credit Agreenent, an anmount in various currencies equivalent to
forty-eight million four hundred thousand Special Draw ng Ri ghts (SDR
48, 400, 000) .

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

(b) The Borrower may, for the purposes of the Project, open and
maintain in US dollars two special deposit accounts, one for the
activities to be carried out by the MOTM and the other for those of the
MOPW in a commercial bank on ternms and conditions satisfactory to the
Associ ation, including appropriate protection agai nst set-off, seizure,
or attachnent. Deposits into, and paynents out of, the Special Accounts
shall be nade in accordance with the provisions of Schedule 5 to this
Agr eenent .

(c) Pronptly after the Effective Date, the Association shall, on
behal f of the Borrower, withdraw fromthe Credit Account and pay to
itself the amount required to repay the principal anount of the Project
Preparati on Advance withdrawn and outstandi ng as of such date and to pay
al |l unpaid charges thereon. The unwi t hdrawn bal ance of the authorized
amount of the Project Preparation Advance shall thereupon be cancel ed.

Section 2.03. The Cosing Date shall be July 31, 2005 or such later
date as the Association shall establish. The Association shall promptly
notify the Borrower of such |ater date.

Section 2.04. (a) The Borrower shall pay to the Association a
conm tment charge on the principal anmount of the Credit not w thdrawn
fromtime 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 Agreenent (the accrual date) to the
respective dates on which amounts shall be withdrawn by the Borrower from
the Credit Account or canceled; and (ii) at the rate set as of the June
30 imedi ately 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 conmitnent charge shall be paid (i) at such places as



the Association shall reasonably request; (ii) without restrictions of

any kind imposed 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 from time to time be designated or selected pursuant to
the provisions of that Section.

Section 2.05. The Borrower shall pay to the Association a service
charge at the rate of three-fourths of one percent (3/4 of 1%) per annum
on the principal amount of the Credit withdrawn and outstanding from time
to time.

Section 2.06. Commitment charges and service charges shall be
payable semiannually on May 15 and November 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c), and (d) below,
the Borrower shall repay the principal amount of the Credit in semiannual
installments payable on each May 15 and November 15, commencing November
15, 2010 and ending May 15, 2040. Each installment to, and including the
installment payable on May 15, 2020, 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 Association may, subsequent to the review and approval
thereof by the Executive Directors of the Association and after due
consideration by them 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 principal amount of the Credit shall have been
repaid; and (B) requiring the Borrower to commence repayment of the
principal amount of the Credit as of the first semiannual payment date
referred to in paragraph (a) above falling six months or more after the
date on which the Association notifies the Borrower that the events set
out in this paragraph (b) have occurred, provided, however, that there
shall be a grace period of a minimum of five years on such repayment of
principal.

(c) If so requested by the Borrower, the Association may revise
the modification referred to in paragraph (b) above to include, in lieu
of some or all of the increase in the amounts of such installments, the
payment of interest at an annual rate agreed with the Association on the
principal amount of the Credit withdrawn and outstanding from time to
time, provided that, in the judgment of the Association, such revision
shall not change the grant element obtained under the above-mentioned
repayment modification.

(d) If, at any time after a modification of terms pursuant to
paragraph (b) above, the Association determines that the Borrower’'s
economic condition has deteriorated significantly, the Association 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 11l
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the



objective 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,
technical, public utility, and environmental 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 Association 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 Association shall otherwise agree,
procurenent of the goods, works, and consultants’ services required for
the Project shall be governed by the provisions of Schedule 3 to this
Agr eenent .

Section 3.03. For 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
Associ ation and furnish to the Association not later than six (6) nonths
after the Closing Date or such later date as nay be agreed for this
pur pose between the Borrower and the Association, a plan for the future
operation of the Project; and

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

Section 3.04. Wthout limtation to its obligations under Section
3.01 of this Agreenent, the Borrower shall:

(a) open and nmaintain two accounts (the Project Accounts) in
Mal agasy Francs, one for the MOTM and the other for the MOPW in a
commercial bank on ternms and conditions satisfactory to the Association;

(b) pronptly thereafter nake two initial deposits of anpunts
equi val ent to Mal agasy Francs 3, 290, 000, 000 for the MOTM and Mal agasy
Francs 4, 385, 000, 000 for the MOPWinto such accounts to finance the
Borrower’s contribution to the Project;

(c) thereafter deposit into the Project Accounts by March 31,
July 31, and Novenber 30 of each Fiscal Year during Project
i mpl ement ati on such anpbunts as shall be required and agreed upon with the
Association to replenish the Project Accounts in a tinely manner to equal
the ambunts of the initial deposits referred to in paragraph (b); and

(d) use the funds in the Project Accounts exclusively to finance
expendi tures under the Project.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain or cause to be
mai nt ai ned records and accounts adequate to reflect, in accordance with
sound accounting practices, the operations, resources, and expenditures
in respect of the Project of its departnments or agencies responsible for
carrying out the Project or any part thereof.

(b) The Borrower shall:
(i) have the records and accounts referred to in
par agraph (a) of this Section, i ncluding those for the

Speci al Accounts, for each Fiscal Year audited, in
accordance with appropriate auditing principles consistently



applied, by independent auditors acceptable to the
Association;

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

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

reasonably request.

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

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

(i)  retain, until at least one year after the Association
has received the audit report for the fiscal year in
which the last withdrawal from the Credit

Account was made, all records (contracts, orders, invoices, bills,
receipts, and other documents) evidencing such
expenditures;

(iii) enabl e the Association’s representatives to exam ne
such records; and

(iv) ensure that such records and accounts are included in
the annual audit referred to in paragraph (b) of
this Section and that the report of such audit

contains a separate opinion by said auditors as to whether the
Pr oj ect Managenent Reports or statenents of
expendi ture submtted during such Fiscal Year,
together with the procedures and internal controls involved in their
preparation, can be relied upon to support the
rel ated w t hdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section
4.01 of this Agreenent, the Borrower shall carry out a time-bound action
pl an acceptable to the Association for the strengthening of its financial
managenent systemfor the Project in order to enable the Borrower, not
| ater than Decenber 31, 2002, or such later date as the Association shall
agree, to prepare quarterly Project Managenent Reports, acceptable to the
Associ ation, each of which:

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

and applications of funds for the Project for the six-nonth period
foll ow ng the period covered by said report; and (B)
shows separately expenditures financed out of the
proceeds of the Credit during the period covered by said

report and expenditures proposed to be financed out of the

proceeds of the Credit during the six-nmonth
period followi ng the period covered by said
report;

(ii) (A) describes physical progress in Project
i mpl enent ati on, both cumul atively and for the period
covered by said report; and (B) explains variances between

the actual and previously forecast inplenentation targets;
and



(iii) sets forth the status of procurement under the
Project and expenditures under contracts financed out of
the proceeds of the Credit, 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 Association, and furnish to the
Association not later than 45 days after the end of each quarter, a
Project Management Report for such period.

ARTICLE V
Remedies

Section 5.01. Pursuant to Section 6.02 (h) of the General
Conditions, the following additional event is specified, namely, that a
situation shall have arisen which shall make it improbable that the
Program, or a significant part thereof, will be carried out

ARTICLE VI
Effective Date; Termination

Section 6.01. The following events are specified as additional
conditions to the effectiveness of the Development Credit Agreement
within the meaning of Section 12.01 (b) of the General Conditions, namely
that:

@) The Borrower has established the Project Accounts and
deposited therein the initial deposits referred to in Section 3.04 (b) of
this Agreement.

(b) The Borrower has established two Special Accounts for the
Project, one for the MOTM and the other for the MOPW.

(c) The Borrower has established a financial management system
for the Project Accounts, satisfactory to the Association.

(d) The Borrower has established financial management and
accounting systems satisfactory to the Association for the operations of
the MOTM and the MOPW with regard to the implementation of the Project.

(e) The Borrower has appointed to the staff of the PES an
Executive Secretary, a Financial Management Advisor, and a Procurement
Advisor.

) The Borrower has appointed to each Project unit in the MOTM
and the MOPW, a Chief Accountant, an Accountant, and a Procurement
Specialist.

(9) The Borrower has prepared and furnished to the Association a
Project Implementation Plan, in form and substance satisfactory to the
Association.

(h) The Borrower has appointed external auditors under terms of
reference, and with qualifications and experience satisfactory to the
Association.

Section 6.02. 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.

ARTICLE VII

Representative of the Borrower; Addresses



Section 7.01. The Minister of the Borrower at the time responsible
for Finance is designated as representative of the Borrower for the
purposes of Section 11.03 of the General Conditions.

Section 7.02. The following addresses are specified for the
purposes of Section 11.01 of the General Conditions:

For the Borrower:

Ministry of Finance and Economy
Antananarivo 101

Madagascar
Cable address: Telex:
Facsimile:
MINFIN 22489

(261-20) 2222920
Antananarivo
(261-20) 2234530

For the Association:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
Facsimile:
INDEVAS 248423 (MCI) (202)
477-6391
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.

REPUBLIC OF MADAGASCAR

By /s/ Zina Andrianarivelo-Razafy
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Pamela Cox
Acting Regional Vice President
Africa

SCHEDULE 1
Withdrawal of the Proceeds of the Credit
1. The table below sets forth the Categories of items to be financed

out of the proceeds of the Credit, the allocation of the amounts of the
Credit to each Category, and the percentage of expenditures for items so



to be financed in each Category:

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
Q) Works 17,130,000 100% of foreign

expenditures and
75% of local
expenditures

(2 Goods 4,620,000 100% of foreign
expenditures and
80% of local
expenditures

3) Consul tant s’ 21, 370, 000 100% of foreign
servi ces, training, expendi tures and
and audits 80% of | ocal

expendi tures

(4) Qperating costs 225, 000 80% of | ocal
expendi tures
(5) Ref undi ng of 1, 120, 000 Anount due pursuant
Project Preparation to Section 2.02 (c¢)
° Advance thi s Agreenent
(6) Unal | ocat ed 3, 935, 000
TOTAL 48, 400, 000
2. For the purposes of this Schedul e:
(a) the term“forei gn expendi tures” neans expenditures in the

currency of any country other than that of the Borrower for goods or
services supplied fromthe territory of any country other than that of
t he Borrower;

(b) the term“local expenditures” neans expenditures in the
currency of the Borrower or for goods or services supplied fromthe
territory of the Borrower; and

(c) the term “operating costs” neans the increnental expenses
i ncurred on account of Project inplenmentation, managenent, and
nonitoring, including office supplies, utilities expenses, vehicle and
equi pnent operation, Special Account banking charges, transport, travel,
per diem supervision costs, and salaries of locally contracted
admi ni strative staff but excluding salaries of officials of the
Borrower’'s civil service.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no wi thdrawal s
shall be nade in respect of paynents made for expenditures prior to the
date of this Agreenent.

4, The Association may require withdrawals fromthe Credit Account to
be nmade on the basis of statenents of expenditures for (a) goods under
contracts costing | ess than $100, 000 equival ent each; (b) works under
contracts costing |less than $100, 000 equi val ent each; (c) services under
contracts costing | ess than $100, 000 equi val ent each for consulting firns
and | ess than $30, 000 equival ent each for individual consultants; (d)

| ocal training prograns under contracts costing | ess than $50, 000

equi val ent each; and (e) operating costs, all under such ternms 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 provide assistance to the
Borrower’s Program for the strengthening of its transport sector policy
and managenent through support to the (a) further liberalization of its
aviation, port, nmaritime, coastal shipping, and road transport services
(b) devel oprment of an autononopus regul atory framework; (c) reactivation
of the trade and transport facilitation process; (d) pronotion of
public/private partnerships in investment and management of prinary
transport facilities and users/ beneficiaries in operations and
mai nt enance; (e) restructuring of the MOTM the MOPW (f) inprovenent of
the conpetitiveness of snmall private transport operators and contractors
(g) devel opnent of a strategy for road transport policy and nmanagenent;
and (h) inplenentation of an environmentally sustainabl e sector
i nvest nent program

The Project consists of the follow ng parts, subject to such
nmodi fications thereof as the Borrower and the Association may agree upon
fromtime to tine to achi eve such objective

Part A Regul atory Reform and Private Sector Devel opnent

1. Strengthening the regulatory framework for civil aviation through
the (i) provision of technical advisory services for capacity building
in, and managenent of, the newly established ACM (ii) carrying out of
training prograns for the staff of the ACMand the ENEAM (iii) provision
of technical advisory services to the ACM including the formulation of
appropriate sector regulations and policies; and (iv) acquisition of

equi pnent for passenger transit control and the carrying out of related
st udi es.

2. Reforming the port sector through the (i) provision of technica
advi sory services for the establishment of an autononous shipping and
ports regul atory agency and the concession of port operations and
facilities; (ii) provision of technical advisory services to assist in
reconciling the | aws establishing new autononmous agencies for secondary
and tertiary port nanagement with the |aws creating the autononous
provinces; and (iii) carrying out of a training programfor the staff of
t he new agenci es.

3. Commerci alizing of the MOPWs productive activities through the
provi sion of technical advisory services for (i) the spinning-off of such
activities; (ii) preparing for privatization such activities capabl e of
nmeeting market needs; or (iii) preparing such activities for |iquidation

4, Increasing the entrepreneurial, nmanagerial, and professiona
capacity and the environnental awareness of donmestic road transport
entrepreneurs through the carrying out of a conprehensive training
program for snall operators and the conpletion of inpact assessments and
regul ar eval uations of such training

5. Increasing the entrepreneurial, nmanagerial, and professiona
capacity, and the environmental awareness of private donestic
construction contractors through the carrying out of a conprehensive
training programfor said contractors and the conpletion of inpact
assessments and regul ar eval uati ons of such trai ning.

6. Strengt hening the Borrower's trade and transport agenda through the
establishnent of a facilitation audit under a methodol ogy approved by the
Associ ati on.

Part B: Organi zational Restructuring and Sector Policy

1. Conpl eting the restructuring of the MOPWthrough the (i) provision



of technical advisory services for the conception and carrying out of
transitional arrangements, the development and implementation of new
management systems and operational procedures at the MOPW and the
restructuring of the MOPW's affiliated agencies; (ii) carrying out of a
training program for the MOPW staff; and (iii) acquisition of equipment
for the newly decentralized units.

2. Establishment of the PES as a conduit for capacity building
initiatives and activities in the MOPW and the MOTM through the (i)
provision of technical advisory services to the PES in areas including,

inter alia, transport sector policy, highway management, financial
management, program and contract management, environment and social
mitigation, information, public affairs and accounting, development of a
Management Information System:; (ii) provision of technical advisory
services to the MOTM and the MOPW for the implementation of accounting
and control systems; (iii) acquisition of goods and equipment, including
vehicles, office equipment, communications and reproduction equipment,
and computer software for the PES, the MOTM and the MOPW; (iv) carrying
out of performance audits and procurement audits; and (v) financing of
operating costs of the PES.

3. Development of a sustainable transport sector policy framework
through the: (i) provision of technical advisory services for the

carrying out of studies, including studies on road user charges,

regulation and pricing issues for the trucking and passenger transport
industries, inter-modal transport coordination, preparation of master
concession agreements for land transport terminals and development of a
database for sector monitoring; and (ii) carrying out of a training

program for the MOTM staff in the areas referred to in paragraph 2 above;

4, Restructuring of the MOTM and the MOPW and their affiliated
agencies through the carrying out of studies to determine a strategy and
a program for the reinsertion of redundant staff into the labor market
and for the mitigation of any social costs, satisfactory to the

Association.
Part C: Environmental Protection
1. Strengthening transport sector environmental performance through

the (i) provision of technical advisory services for the systematic
assessment of sector investment programs in the MOTM and the MOPW to
ensure that they meet national environmental regulations and for the
development of a monitoring system for environmental performance; and
(i) carrying out of a training program for the MOTM and the MOPW staff

in the area of environmental regulations.

2. Development of a strategy on natural catastrophe prevention and
mitigation through the provision of technical advisory services for the
carrying out of studies on preventive measures, the establishment of a
database on natural disasters, the setting up of early warning and alert
systems with national coverage, the upgrading and expansion of data
collection coverage, and the improvement of data analysis methods.

3. Strengthening emergency coastal protection to preserve economic and
social activities in Toamasina and Morondava through the (i) carrying out

of protective construction work to ensure conservation of the sites and
maintenance of threatened activities; and (ii) provision of technical

advisory services for the improvement of coastal and environmental

protection and preparation of engineering designs and supervision of

works.

4, Preparation of an action plan to ensure that the Borrower’s main
ports conform to the requirements of the MARPOL and OPRC Conventions
through the (i) provision of technical advisory services; and (ii)

carrying out of a training program for MOTM staff.



5. Carrying out of a pilot operation in the port of Tolanaro for the
removal of shipwrecks and the subsequent disposal of wreckage materials
in accordance with sound environmental guidelines.

6. Strengthening emergency reserves for mitigating natural
catastrophes through the acquisition of prefabricated metallic bridges
and other temporary structures.

Part D: Improvement of Economic Infrastructure
1. Rehabilitation and other improvement works in the ports of Toliara

and Mahajanga and the rivers Tsiribihina and Sofia as a pilot operation
for the improvement of river navigation and cargo transfer facilities.

2. Carrying out of road works, including periodic maintenance, on
about 530 km of national roads, including RN 25/45, RN 6, RN 34 and RN
44/3a.

3. Carrying out of infrastructure feasibility studies for selected

tourist ports, for the port of Toamasina, for maritime signaling, for the
rehabilitation of national roads, for the improvement of rural roads, and
for the improvement of railways and secondary and tertiary airports
through the provision of technical advisory services.

4, Supervision of civil works for roads, rivers, and ports under the
Project through the provision of technical advisory services.

* % %

The Project is expected to be completed by January 31, 2005.
SCHEDULE 3
Procurenent and Consul tants’ Services
Section |. Procurenent of Good and Wrks
Part A Gener al

Goods and works shall be procured in accordance with the provisions
of Section | of the “Guidelines for Procurenment 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 (the Guidelines) and the
provisions of the following Parts of this Section I.

Part B: I nternational Conpetitive Bidding

1. Except as otherw se provided in Part C of this Section, contracts
for goods estimated to cost $100, 000 equival ent or nore each and
contracts for works 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 follow ng provisions shall apply to goods and works to be
procured under contracts awarded in accordance with the provisions of
paragraph 1 of this Part B.

(a) Prequalification

Bi dders for civil works for port rehabilitation under Part D of the
Project and for the renmoval of shipwecks in Tolianaro under Part C of
the Project shall be prequalified in accordance with the provisions of
paragraphs 2.9 and 2.10 of the Cuidelines.

(b) Groupi ng of Contracts

To the extent practicable, contracts for goods shall be grouped in



bid packages estimated to cost $100,000 equivalent or more each.
(c) Two-stage Bidding Procedure

The bidding procedure for works to be procured shall be carried out
in two stages in accordance with the provisions of paragraph 2.6 of the
Guidelines.

(d) Notification and Advertising

The invitation to prequalify or bid for (i) each contract for
works; and (ii) each contract for goods estimated to cost $100,000
equivalent or more shall be advertised in accordance with the procedures
applicable to large contracts under paragraph 2.8 of the Guidelines.

(e) Preference for Domestically Manufactured Goods and Domestic
Contractors

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 and works to be carried out by domestic contractors.

Part C: Other Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost less than $100,000 equivalent per contract,
up to an aggregate amount not to exceed $100,000 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

Contracts for goods estimated to cost less than $30,000 equivalent
per contract, up to an aggregate amount not to exceed $250,000
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 Association of Procurement Decisions
1. Procurement Planning

Prior to the issuance of any invitations to prequalify for bidding
for contracts, the updated procurement plan for the Project shall be
furnished to the Association 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 Association from
time to time, and with the provisions of said paragraph 1.

2. Prior Review

@ With respect to each contract for goods estimated to cost
the equivalent of $100,000 or more and with respect to each contract for
works estimated to cost the equivalent of $100,000 or more, the
procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Guidelines shall apply.

(b) With respect to each contract for national shopping
estimated to cost the equivalent of $30,000 or more, the following
procedures shall apply:

(@) prior to the execution of any contract under national
shopping procedures, the Borrower shall provide to the
Association a report on the comparison and

evaluation of quotations received from at least three suppliers;



(i)  prior to the execution of any contract procured under
national shopping procedures, the Borrower shall
provide to the Association 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
1. Consul tants’ services shall be procured in accordance with (a) the

provi sions of the Introduction and Section IV of the “Guidelines:

Sel ection and Enmpl oynent of Consultants by World Bank Borrowers”

publ i shed by the Association in January 1997 and revised in Septenber
1997 and January 1999, (the Consul tant Guidelines), and (b) the
provisions of the following Parts of this Section II.

Part B: Qual ity-and Cost-Based Sel ection

1. Except as otherwi se 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

Cui del i nes, 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
precedi ng paragraph. The shortlist of consultants for services estimted
to cost |less than $50,000 equi val ent per contract may conprise entirely
nati onal consultants in accordance with the provisions of paragraph 2.7

of the Consultant Cuidelines.

Part C O her Procedures for the Selection of Consultants
1. Qual i ty-Based Sel ection

Services shall be procured under contracts awarded in accordance
with the provisions of paragraph 3.1 through 3.4 of the Consultant
Cui del i nes
2. Least - Cost Sel ection

Services for financial audit estimated to cost |ess than $50, 000
equi val ent per contract may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.6 of the
Consul t ant Cui del i nes.
3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in
paragraph 5.1 of the Consul tant Guidelines shall be procured under
contracts awarded to individual consultants in accordance with the
provi sions of paragraphs 5.1 through 5.3 of the Consultant GCuidelines.
Part D Revi ew by the Association of the Sel ection 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 Association for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant Cuidelines. Selection of all consultants’ services shall be
undertaken in accordance with such selection plan as shall have been
approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $100,000 or nore,
the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2 (a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shall apply.

(b) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $50,000 or nore, but
| ess than the equival ent of $100, 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 Consul tant Guidelines shall apply.

(c) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $30,000 or
nmore, the qualifications, experience, terms of reference, and terns of
enpl oyment of the consultants shall be furnished to the Association for
its prior review and approval. The contract shall be awarded only after
the said approval shall have been given

(d) Wth respect to anendnents to contracts for the enpl oynent
of consulting firms and individual consultants which increase the
original value of the contracts to the equival ent of $100,000 or nore for
consulting firms or to the equivalent of $30,000 or nore for individua
consultants, the procedures set forth in paragraph 3 of Appendix 1 to the
Consul tant Cui delines shall apply.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Consul tant Cui delines shall apply.

SCHEDULE 4
I mpl ement ati on Program
1. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to
nmoni tor and eval uate on an ongoi ng basis, in accordance with the
indicators set forth in Supplemental Letter No. 2, the carrying out of
the Project and the achievement of the objectives thereof;

(b) not amend the Project Inplenmentation Plan or waive any
provi sion thereof which, in the opinion of the Association, wll
materially and adversely affect the inplementati on of the Project or the
obj ectives thereof;

(c) prepare, under terns of reference satisfactory to the

Associ ation, and furnish to the Association on or about Decenber 31 and
June 30, respectively, sem annual reports integrating the results of the
nmonitoring and eval uation 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 nmeasures recommended to ensure the efficient carrying out of the
Proj ect and the achi evenent of the objectives thereof during the period



following such date;

(d) carry out, jointly with the Association on July 31 and
January 31 of each year or such later dates as shall be agreed upon with
the Association, semiannual reviews of the procurement activities during
the implementation of the Project;

(e) carry out, jointly with the Association, no later than
eighteen (18) months after Effectiveness Date, a midterm review which
shall (i) assess the overall progress in the implementation of the
Project; and (ii) review the outcomes of the implementation of the sector
reform program; and

) based on the reviews referred to in paragraphs (d) and (e)
of this Schedule, prepare a revised action plan, satisfactory to the
Association, for the further implementation of the Project and thereafter
implement such action plan.

2. The Borrower shall have prepared the new regulations on autonomous
ports fifteen months after the Effectiveness Date.

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

@ the term*“eligible Categories” neans Categories (1) through
(4) set forth in the table in paragraph 1 of Schedule 1 to this
Agr eenent ;

(b) the term“eligible expenditures” neans 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 Credit allocated
fromtime to time to the eligible Categories in accordance with the
provi sions of Schedule 1 to this Agreenent; and

(c) the term “Authorized Allocation” neans an anount equival ent
to $1,900,000 in respect of the Special Account for the MOTM and
$2, 600,000 in respect of the Special Account for the MOPW to be
withdrawn fromthe Credit Account and deposited into the Special Account
pursuant to paragraph 3 (a) of this Schedul e, provided, however, that
unl ess the Association shall otherw se agree, the Authorized Allocation
shall be limted to an anpbunt equivalent to $1, 000,000 in respect of the
Speci al Account for the MOTM and an anount equival ent to $1, 300, 000
until (i) in respect of Special Account for the MOTM the aggregate
amount of withdrawals fromthe Credit Account plus the total anount of
all outstanding special commitments entered into by the Association
pursuant to Section 5.02 of the General Conditions shall be equal to or
exceed the equivalent of SDR 7,600,000; and (ii) in respect of the
Speci al Account for MOPW the aggregate anpunt of withdrawals fromthe
Credit Account plus the total anmount of all outstanding speci al
commitments entered into by the Association pursuant to Section 5.02 of
the General Conditions shall be equal to or exceed the equival ent of SDR
10, 600, 000.

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

3. After the Association has received evidence satisfactory to it that
the respective Special Accounts have been duly opened, withdrawals of the
Aut hori zed All ocation and subsequent w thdrawals to replenish the
respective Special Accounts shall be made as follows:

(a) For withdrawal s of the Authorized Allocation, the Borrower
shall furnish to the Association a request or requests for deposit into



the respective Special Accounts of an amount or amounts which do not
exceed the aggregate amount of the Authorized Allocation. On the basis of
such request or requests, the Association shall, on behalf of the

Borrower, withdraw from the Credit Account and deposit into the

respective Special Accounts such amount or amounts as the Borrower shall
have requested.

(b) 0] For replenishment of the respective Special Accounts,
the Borrower shall furnish to the Association
requests for deposits into the respective Special

Accounts at such intervals as the Association shall specify.

(i)  Prior to or at the time of each such request, the
Borrower shall furnish to the Association the documents and
other evidence required pursuant to
paragraph 4 of this Schedule for the payment or payments in respect of
which replenishment is requested. On the basis of each such
request, the Association shall, on behalf of the Borrower,
withdraw from the Credit Account and deposit into
the respective Special Accounts such amount as the Borrower shall have

requested and as shall have been shown by said
documents and other evidence to have been paid out of the
respective Special Accounts for eligible
expenditures. All such deposits shall be withdrawn by the

Association from the Credit Account under the
respective eligible Categories, and in the respective

equivalent amounts, as shall have been justified by said
documents and other evidence.

4, For each payment made by the Borrower out of the respective Special
Accounts, the Borrower shall, at such time as the Association shall

reasonably request, furnish to the Association such documents and other
evidence showing that such payment was made exclusively for eligible
expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the
Association shall not be required to make further deposits into any
Special Account:

€) if, at any time, the Association shall have determined that
all further withdrawals should be made by the Borrower directly from the
Credit Account in accordance with the provisions of Article V of the
General Conditions and paragraph (a) of Section 2.02 of this Agreement;

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

(c) if, at any time, the Association shall have notified the
Borrower of its intention to suspend in whole or in part the right of the
Borrower to make withdrawals from the Credit Account pursuant to the
provisions of Section 6.02 of the General Conditions; or

(d) once the total unwithdrawn amount of the Credit allocated to
the eligible Categories for the respective Special Accounts minus the
total amount of all outstanding special commitments entered into by the
Association pursuant to Section 5.02 of the General Conditions with
respect to the Project, shall equal the equivalent of twice the amount of
the Authorized Allocation. Thereafter, withdrawal from the Credit
Account of the remaining unwithdrawn amount of the Credit allocated to
the eligible Categories shall follow such procedures as the Association
shall specify by notice to the Borrower. Such further withdrawals shall
be made only after and to the extent that the Association shall have been
satisfied that all such amounts remaining on deposit in the respective
Special Accounts as of the date of such notice will be utilized in making



payments for eligible expenditures.

6. (@) If the Association shall have determined at any time that
any payment out of any Special Account (i) was made for an expenditure or
in an amount not eligible pursuant to paragraph 2 of this Schedule; or

(i) was not justified by the evidence furnished to the Association, the
Borrower shall, promptly upon notice from the Association: (A) provide
such additional evidence as the Association may request; or (B) deposit
into the Special Account in question (or, if the Association shall so
request, refund to the Association) an amount equal to the amount of such
payment or the portion thereof not so eligible or justified. Unless the
Association shall otherwise agree, no further deposit by the Association
into any Special Account shall be made until the Borrower has provided
such evidence or made such deposit or refund, as the case may be.

(b) If the Association shall have determined at any time that
any amount outstanding in any Special Account will not be required to
cover further payments for eligible expenditures, the Borrower shall,
promptly upon notice from the Association, refund to the Association such
outstanding amount.

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

(d) Refunds to the Association made pursuant to paragraphs 6
(a), (b), and (c) of this Schedule shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in accordance with
the relevant provisions of this Agreement, including the General
Conditions.



