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CREDI T NUMBER 3347 GE
DEVELCOPMVENT CREDI T AGREEMENT

AGREEMENT, dated August 22, 2000, between GEORG A (the Borrower)
and | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ation).

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; and

(B) by the agreenent of even date herewith (the GEF Trust Fund
Grant Agreenent) between the Borrower and the International Bank for
Reconstructi on and Devel opment (the Bank), acting in its capacity as the
i mpl ementi ng agency of the d obal Environment Facility (CEF), the Bank
has agreed to nake a grant (the GEF Trust Fund Grant) to the Borrower in
the amount of one million eight hundred thousand Special Drawing rights
(SDR 1, 800, 000), to assist in financing the Project on the terms and
conditions set forth in the GEF Trust Fund Grant Agreenent;



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 Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
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 Decenber 2, 1997), with the nodifications set forth bel ow (the
General Conditions) constitute an integral part of this Agreenent.

(a) A new paragraph (c) is added to Section 3.04 to read:

“I'f the Association shall at any tinme receive |l ess than the
full amount then due and payable to it under the Devel opnent Credit

Agreement, the Association shall have the right to allocate and
apply the anmount so received in any manner and for such purposes under

t he Devel opnent Credit Agreenent as the Association shall in its sole
di scretion determne.”; and

(b) Section 11.01 is nodified by replacing, in the second
sentence, the word “radiogranf with the word “facsinile” and adding a new
sentence at the end of the said Section to read:

“Deliveries made by facsimle transnission shall also be
confirmed by mail.”

Section 1.02. Unless the context otherw 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) “CEB" neans the Conpetitive Grant Board, established wthin
MAF (as defined hereunder) referred to in Section 2 (a) of Schedul e 4;

(b) “Eligible Categories” nmeans categories (1) through (6) set
forth in Part A (1) of the Schedule 1 to this Agreenent;

(c) “Eli gi bl e Expenditures” neans the expenditures for goods and
services referred to in Section 2.02 (a) of this Agreenent;

(d) “Grant” nmeans a grant approved by the CG for purposes of
Part A of the Project;

(e) “HYW” neans Horticulture Viticulture and Wne Making
Institute;
(f) “I'MC" neans the Inter-Mnisterial Conm ssion established by

the Borrower to oversee the reformof the agricultural research,
extension and training system

(9) “Qperational Manual” means the nanual defining the
eligibility criteria for activities and terms of grants as defined above,
to be supported by Grants under Part A of the Project;



(h) “MAF" neans the Borrower’s Mnistry of Agriculture and Food,;

(i) “PCU’ neans the Project Coordinating Unit established
pursuant to the Order of the Mnister of Finance, No. 29, dated February
7, 1996, and nmintai ned according to the provisions of Section 1 (b) of
Schedule 4 to this Agreenent;

(j) “PMJ' neans the Project Managenent Unit, to be maintained
according to the provisions of Section 1 (a) of Schedule 4 to this
Agr eenent ;

(k) “Speci al Account” neans the account referred to in Part B of
Schedule 1 to this Agreenent; and

(1) “Sub- project” nmeans projects approved by the CGE financed by
a Grant (as here above defined) under Part A of the Project.

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 the Devel opnent
Credit Agreenent, an anmount in various currencies equivalent to five
mllion five hundred thousand Special Draw ng Ri ghts (SDR 5,500, 000).

Section 2.02. (a) The anmobunt 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 nade) in respect of the reasonable cost of goods, works and
services required for the Project described in Schedule 2 to this
Agreenent 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 Dollars a special deposit account in a commercial bank on
terns and conditions satisfactory to the Association, including
appropriate protection agai nst set-off, seizure or attachment. Deposits
into, and paynents out of, the Special Account shall be nade in
accordance with the provisions of the Annex to Schedule 1 to this
Agr eenent .

Section 2.03. The Cosing Date shall be Decenber 31, 2005 or such
| ater 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
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
(60) days after the date of this Agreenent (the accrual date) to the
respective dates on which anounts 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) wi thout restrictions of
any kind inposed by, or in the territory of, the Borrower; and (iii) in
the currency specified in this Agreenent for the purposes of Section 4.02
of the General Conditions or in such other eligible currency or
currencies as may fromtine 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 annum
on the principal anmount of the Credit withdrawn and outstanding fromtinme
to tine.

Section 2.06. Conmitnent charges and service charges shall be
payabl e sem annually on June 15 and Decenber 15 in each year

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow,
the Borrower shall repay the principal anpbunt of the Credit in sem annua
instal | nents payabl e on each June 15 and Decenber 15, commencing June 15
2010 and endi ng Decenber 15, 2034. Each installnent to and including the
i nstal |l mrent payabl e on Decenber 15, 2019 shall be one and one-fourth
percent (1-1/4% of such principal amount, and each install ment
thereafter shall be two and one-half percent (2-1/2% of such principa
anount .

(b) Whenever: (i) the Borrower’'s per capita gross nationa
product (GNP), as determined by the Association, shall have exceeded for
three (3) consecutive years the | evel 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 | endi ng, the Association may, subsequent to the review and approval
thereof by the Executive Directors of the Association and after due
consi deration by them of the devel opnment of the Borrower's econony,
nodi fy the repayment of installments under paragraph (a) above by: (A)
requiring the Borrower to repay tw ce the amunt of each such install ment
not yet due until the principal anmount of the Credit shall have been
repai d; and (B) requiring the Borrower to conmence repaynent of the
princi pal amount of the Credit as of the first sem annual payment date
referred to in paragraph (a) above falling six (6) nonths or nore 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 mnimmof five (5) years on such
repaynment of principal

(c) If so requested by the Borrower, the Association may revise
the nodification referred to in paragraph (b) above to include, in lieu
of sone or all of the increase in the amounts of such installments, the
paynent of interest at an annual rate agreed with the Association on the
princi pal anmount of the Credit w thdrawn and outstanding fromtime to
tine, provided that, in the judgnent of the Association, such revision
shal | not change the grant el ement obtained under the above-nentioned
repayment nodification

(d) If, at any tinme after a nodification of terns pursuant to
paragraph (b) above, the Association deternines that the Borrower’s
econoni ¢ condition has deteriorated significantly, the Association nay,
if so requested by the Borrower, further nodify the terns of repaynment to
conformto the schedul e of installnents as provided in paragraph (a)
above.

Section 2.08. The currency of the United States of Anerica is
hereby specified for the purposes of Section 4.02 of the Genera
Condi ti ons.



ARTI CLE | 1]
Execution of the Project

Section 3.01. (a) The Borrower declares its commitnent to the
objectives of the Project as set forth in Schedule 2 to this Agreenent,
and, to this end, shall carry out the Project, with due diligence and
efficiency and in conformity with appropriate agricultural, financial
adm ni strative and engi neering practices, and shall provide, promptly as
needed, the funds, facilities, services and other resources required for
the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of
this Section and except as the Borrower and the Association shal
ot herwi se agree, the Borrower shall carry out the Project in accordance
with the Inplenmentation Programset forth in Schedule 4 to this
Agr eenent .

Section 3.02. Except as the Association shall otherw se agree
procurenent of goods, works and consultants’ services 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. For the purposes of Section 9.07 of the Genera
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 |ater 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

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall, acting through the PCU
establish and maintain a financial managenent system including records
and accounts, and prepare financial statenents in a format acceptable to
the Association, adequate to reflect the operations, resources and
expenditures for and in connection with the carrying out of the Project.

(b) The Borrower shall, acting through the PCU

(i) have the records, accounts and financial statenents
referred to in paragraph (a) of this Section and the
records and accounts for the Special Account for each

fiscal year audited, in accordance with auditing standards acceptable to
the Association consistently applied, by independent
audi tors acceptable to the Associ ati on;

(ii) furnish to the Association, as soon as avail able, but
in any case not |ater than six (6) nonths after the end
of each such year; (A) certified copies of the financia
statenents referred to in paragraph (a) of this Section for such

year as so audited; and (B) an opinion on such financial
statenents, records and accounts and 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 infornmation
concerning said records and accounts and the audit
t hereof, and concerning said auditors, as the
Associ ation shall fromtine to time reasonably request.

(c) For all expenditures with respect to which withdrawals from
the Credit Account were nade on the basis of statements of expenditure,
t he Borrower shall

(i) mai ntain or cause to be maintained, in accordance
wi th paragraph (a) of this Section, records and
accounts refl ecting such expenditures;

(ii) retain, until at |east one year after the Association
has received the audit report for the fiscal year in
whi ch the last withdrawal fromthe Credit Account
was made, all records (contracts, orders, invoices, bills, receipts
and ot her documents) evidencing such expenditures;

(iii) enable the Association’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 statements
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 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 the financia
managenent systemreferred to in paragraph (a) of said Section 4.01 in
order to enable the Borrower, not |ater than Decenber 31, 2000 or such
| ater date as the Association shall agree, to prepare quarterly Project
Managenent Reports, acceptable to the Association, 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 follow 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
following the period covered by said report;

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

actual and previously forecast inplenmentation targets; and

(iii) sets forth the status of procurenent under the
proj ect and the expenditures under the contracts
financed out of the proceeds of the Credit, as at the end

of the period covered by said report.



(b) Upon conpletion of the action plan referred to i n paragraph
(a) of this Section, the Borrower shall prepare, in accordance with
gui del i nes acceptable to the Association, and furnish to the Association
not |later than forty-five (45) days after the end of each cal endar
quarter a Project Managenent Report for such period.

ARTI CLE V
Renedi es of the Association

Section 5.01. Pursuant to Section 6.02 (p) of the General
Conditions, the follow ng additional events are specified:

(a) that, subject to paragraph (b) of this Section, the right
of the Borrower to withdraw the proceeds of the GEF Trust Fund G ant
shal | have been suspended, cancelled or termnated in whole or in part
pursuant to the terms of the GEF Trust fund G ant Agreenent; and

(b) paragraph (a) of this Section shall not apply if the
Borrower established to the satisfaction of the Association that: (i)
such suspension, cancellation or termnation is not caused by the failure
of the Borrower to performany of its obligations under the GEF Trust
Fund Grant Agreenent; and (ii) adequate funds for the Project are
avail able to the Borrower from other sources on terms consistent with the
obligations of the Borrower under this Agreemnent.

Section 5.02. Pursuant to Section 7.01 (h) of the Ceneral
Conditions, the follow ng additional event is specified, nanely, that the
event specified in paragraph (a) of Section 5.01 of this Agreenent shall
occur, subject to the proviso of paragraph (b) of that Section.

ARTI CLE VI
Ef fective Date; Term nation

Section 6.01. The followi ng event is specified as additional
conditions to the effectiveness of the Credit Agreement within the
nmeani ng of Section 12.01 (b) of the General Conditions:

(a) all conditions precedent to the effectiveness of the GEF
Trust Fund Grant Agreenment or the right of the Borrower to neke
wi t hdrawal thereunder, except only the effectiveness of the Devel opment
Credit Agreenent, have been fulfilled; and

(b) MAF has conpleted the staffing of the PMU and the
Secretariat of CGB in accordance with the provisions of Section 1 (a) of
Schedul e 4.

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.

ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. The M nister of Finance of the Borrower is designated



as representative of the Borrower for the purposes of Section 11.03 of
the General Conditions.

Section 7.02. The foll owi ng addresses are specified for the
pur poses of Section 11.01 of the General Conditions:

For the Borrower:

M nistry of Finance
70, Irakli Abashidze Str.
380062 Thilisi
CGeorgi a
Tel ex:

212 348 MOFIN
For the Association:
I nternational Devel opnment Associ ation
1818 H Street, N W

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

Cabl e address: Tel ex:
| NDEVAS 248423 (M) or
Washi ngton, D.C 64145 (M)

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

GECRG A

By /s/ Tedo Japaridze
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Judy O Connor
Acting Regional Vice President
Europe and Central Asia

SCHEDULE 1
Wt hdrawal of the Proceeds of the Credit
A Gener al

1. The table below sets forth the Categories of itens 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 itens so



to be financed in each Category:

Cat egory
Fi nanced

(1) Grants under
sub-
Part A of the
Pr oj ect

(2) Consul tant s’
Servi ces and Trai ni ng:

(a) Parts A, Cand D
of the Project

(b) for the detailed
desi gn of Part B of
of the Project

(3) Goods under Parts

foreign
A, C and D of the
Pr oj ect

(ex-factory

% of | ocal
expendi tures for other

procured |l ocal ly

(4) I ncremental operating costs
of PMJ, PCU and Secretari at
of CGB for Parts A, Cand D

(5) Activities under Part B
of the Project

(a) Goods
foreign

(ex-factory

of | ocal
expendi tures for other

procured |l ocal ly
(b) Consultants’ Services

(c) Works
foreign

and

(d) Incremental operating
cost of HVW for Part B

Anount of the
Credit Allocated
(Expressed in
SDR Equi val ent)

2,003, 000

780, 000

102, 000

26, 000

881, 000

1, 460, 000

% of
Expendi t ures
to be

80% of total

proj ect cost

100%

100% of

expendi tures,
100% of | ocal
expendi tures

cost) and 80

items

80%

100% of

expendi tures,
100% of | ocal
expendi tures

cost) and 80%

items

100%
100% of
expendi tures

80% of | ocal
expendi tures

80%



(6) Unal | ocat ed 248, 000

TOTAL 5, 500, 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“increnental operating costs” means expenditures,
as approved by the Association on the basis of budgets acceptable to the
Association, with respect to the inplenentation of the Project incurred
regarding office supplies, utilities, mnor office equipnent, salaries of
staff, transport and vehicle maintenance and repair costs, and audit cost
of the Project.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s
shall be nade in respect of: (a) paynments made for expenditures prior to
the date of this Agreenent; and (b) expenditures to be financed under
Category (5) unless the Borrower has presented the Association a detailed
i nvestnent, work and inplenmentation plan, acceptable to the Association,
for the carrying out of the horticultural and viticultural research
within the HYW, consistent with the conceptual franework approved on
June 17, 1999 by the Intermnisterial Conmi ssion set up by the President
of Ceorgia.

4, The Association may require, under such terns and conditions as the
Associ ation shall specify by notice to the Borrower, withdrawals fromthe
Credit Account to be made on the basis of statements of expenditure for
expenditures for: (i) Gants under Part A of the Project; (ii) individua
consul tants, under contracts costing |less than $20,000 equival ent each
(iii) consulting firns under contracts costing | ess than $100, 000

equi val ent each; (iv) goods under contracts costing |less than $200, 000
equi val ent each; (v) works under contracts costing |ess than $500, 000
each; (vi) increnmental operating costs; and (vii) training

B. Speci al Account

1. The Borrower shall open and maintain in Dollars a special deposit
account, in a conmmercial bank, on terms and conditions satisfactory to
the Associ ation, including appropriate protection agai nst set-off,

sei zure and attachnent.

2. After the Association has received evidence satisfactory to it that
the Special Account has been opened, withdrawals fromthe Credit Account
of anopunts to be deposited into the Special Account shall be nade as

foll ows:

(a) until the Association shall have received: (i) the first
Proj ect Managenent Report referred to in Section 4.02(b) of this
Agreenent; and (ii) a request fromthe Borrower for w thdrawal on the
basi s of Project Management Reports, withdrawals shall be nmade in
accordance with the provisions of Annex A to this Schedule 1; and

(b) upon recei pt by the Association of a Project Minagenent



Report pursuant to Section 4.02(b) of this Agreenment satisfactory to the

Associ ation, acconpani ed by a request fromthe Borrower for w thdrawal on
the basis of Project Management Reports, all further withdrawals shall be
made in accordance with the provisions of Annex B to this Schedule 1

3. Paynents out of the Special Account shall be nade exclusively for
El i gi bl e Expenditures. For each paynent made by the Borrower out of the
Speci al Account, the Borrower shall, at such time as the Association

shal | reasonably request, furnish to the Association such docunents and
ot her evidence showi ng that such paynment was nade exclusively for
El i gi bl e Expendi tures.

4, Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the
Associ ation shall not be required to make further deposits into the
Speci al Account:

(a) if the Association determines at any tine that any Project
Managenent Report does not adequately provide the information required
pursuant to Section 4.02 of this Agreenent;

(b) if the Association determines at any tine that all further
wi t hdrawal s shoul d be nade by the Borrower directly fromthe Credit
Account; or

(c) if the Borrower shall have failed to furnish to the
Associ ation, within the period of time specified in Section 4.01(b)(ii)
of this Agreenent, any of the audit reports required to be furnished to
the Association pursuant to said Section in respect of the audit of (A)
the records and accounts for the Special Account, or (B) the records and
accounts reflecting expenditures with respect to which withdrawal s were
made on the basis of Project Managenent Reports

5. The Associ ation shall not be required to make further deposits into
the Special Account in accordance with the provisions of Part B.2 of this
Schedul e if, at any tinme, 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 fromthe Credit Account pursuant to Section
6. 02 of the General Conditions. Upon such notification, the Association
shall determine, in its sole discretion, whether further deposits into
the Special Account may be made and what procedures shoul d be foll owed

for making such deposits, and shall notify the Borrower of its

det erm nati on.

6. (a) If the Association determnes at any tine that any paynent
out of the Special Account was nmade for an expenditure which is not an
El i gi bl e Expenditure, or was not justified by the evidence furnished to
the Association, the Borrower shall, pronptly upon notice fromthe
Associ ation, provide such additional evidence as the Association may
request, or deposit into the Special Account (or, if the Association
shal | so request, refund to the Association) an anount equal to the
amount of such paynment. Unl ess the Association shall otherw se agree, no
further deposit by the Association into the Special Account shall be made
until the Borrower has provided such evidence or nade such deposit or
refund, as the case nay be.

(b) If the Association determines at any tinme that any anount
outstanding in the Special Account will not be required to cover payments
for Eligible Expenditures during the six-nonth period follow ng such
determ nation, the Borrower shall, pronptly upon notice fromthe
Associ ation, refund to the Association such outstandi ng anount.

(c) The Borrower mmy, upon notice to the Association, refund to
the Association all or any portion of the funds on deposit in the Specia



Account .

(d) Refunds to the Associati on made pursuant to sub-paragraph
(a), (b) or (c) of this paragraph 6 shall be credited to the Credit
Account for subsequent withdrawal or for cancellation in accordance with
the provisions of this Agreenent.

Annex A to SCHEDULE 1

Qperation of Special Account Wien Wthdrawal s Are Not
Made On the Basis of Project Managenent Reports

1. For the purposes of this Annex, the term “Authorized Allocation”
nmeans an anount equivalent to $750,000 to be withdrawn fromthe Credit
Account and deposited into the Special Account pursuant to paragraph 2 of
this Annex, provided, however, that, unless the Association shall

ot herwi se agree, the Authorized Allocation shall be linted to an anpunt
equi val ent to $300,000 until the aggregate anmpunt of withdrawals fromthe
Credit Account, plus the total amount of all outstanding special
comritments entered into by the Association pursuant to Section 5.02 of
the General Conditions, shall equal or exceed the equival ent of SDR

1, 500, 000.

2. Wthdrawal s of the Authorized Allocation and subsequent wi thdrawal s
to replenish the Special Account shall be made as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower
shall furnish to the Association a request or requests for deposit into
the Special Account of an ampunt or anpunts which in the aggregate do not
exceed the Authorized Allocation. On the basis of each such request, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit
Account and deposit into the Special Account such anpbunt as the Borrower
shal | have requested.

(b) For repl eni shnent of the Special Account, the Borrower shall
furnish to the Association requests for deposit into the Special Account
at such intervals as the Association shall specify. Prior to or at the
time of each such request, the Borrower shall furnish to the Association
t he docunments and other evidence required pursuant to Part B.3 of
Schedule 1 to this Agreement for the paynent or payments in respect of
whi ch repleni shment is requested. On the basis of each such request, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit
Account and deposit into the Special Account such anmount as the Borrower
shal | have requested and as shall have been shown by said docunents and
ot her evidence to have been paid out of the Special Account for Eligible
Expendi tures. Each such deposit into the Special Account shall be
wi t hdrawn by the Association fromthe Credit Account under one or nore of
the Eligible Categories.

3. The Associ ation shall not be required to make further deposits into
the Special Account, once the total unw thdrawn anmount of the Credit,

m nus the total anount of all outstanding special commtnents entered
into by the Association pursuant to Section 5.02 of the CGeneral

Condi tions, shall equal the equival ent of twice the ambunt of the

Aut hori zed Allocation. Thereafter, w thdrawal fromthe Credit Account of
the remai ni ng unwi t hdrawn anmount of the Credit shall follow such
procedures as the Association shall specify by notice to the Borrower.
Such further withdrawals shall be nade only after and to the extent that
the Association shall have been satisfied that all such anmounts remaining
on deposit in the Special Account as of the date of such notice will be



utilized in making paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Qperation of Special Account Wien Wthdrawal s Are
Made On the Basis of Project Managenent Reports

1. Except as the Association may otherw se specify by notice to the
Borrower, all withdrawals fromthe Credit Account shall be deposited by
the Association into the Special Account in accordance with the

provi sions of Schedule 1 to this Agreenent. Each such deposit into the
Speci al Account shall be w thdrawn by the Association fromthe Credit
Account under one or nore of the Special Account’s Eligible Categories.

2. Each application for withdrawal fromthe Credit Account for deposit
into the Special Account shall be supported by a Project Managenent
Report.

3. Upon recei pt of each application for wthdrawal of an anpunt of the
Credit, the Association shall, on behalf of the Borrower, w thdraw from
the Credit Account and deposit into the Special Account an anmount equal
to the lesser of: (a) the amobunt so requested; and (b) the anmpunt which
the Association has determ ned, based on the Project Minagenent Report
acconpanying said application, is required to be deposited in order to
finance Eligible Expenditures during the six-nonth period follow ng the
date of such report, provided, however, that the anpbunt so deposited,
when added to the amount indicated by said Project Managenent Report to
be renmaining in the Special Account, shall not exceed the equival ent of
$1, 500, 000.

SCHEDULE 2
Description of the Project

The objective of the project is to assist in devel oping an
efficient and cost-effective agricultural know edge and information
systemto pronote the acquisition, denonstration, dissemnation and
adoption of appropriate technologies that will increase agricultural
production in an environmental |y sustainabl e manner.

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 time to achi eve such objective.

Part A Conpetitive Grant Schene

The provision of Grants in accordance with the requirenents and
procedures set forth in the Operational Mnual in support of the
i mpl erent ati on of:

(1) Sub-project for the provision of agricultural advisory services and
for facilitating the acquisition, adoption and di ssemi nation of

technol ogies to inprove on-farm productivity, profitability and |long-term
envi ronmental sustainability;

(2) Sub- proj ect for reducing point and non-point source pollution from
agricultural practices, including anmong others, pronotion of efficient
manur e managenent practices, on-farm denonstrations on inmproved farmn ng



practices, establishnent of a water quality nonitoring program
Part B. Support for Reform of the Agricultural Research System

The formul ation of a strategy, together with a rel ated
i mpl enentation plan, to reformthe agricultural know edge system
i ncluding the provision of necessary technical assistance, training and
upgrading of facilities to inplement this plan in at |east one
agricultural research institute

Part C. Pilot Environnent Pollution Control Program

Est abl i shment of manure storage and handling facilities, including
the installation of manure storage tanks and pits; bio-gas digesters; and
soil and water quality nonitoring prograns.

Part D. Project Managenment Unit

Provi sion of assistance to coordinate project inplenentation as
wel | as nonitoring and eval uati on of project activities.

The Project is expected to be conpleted by June 30, 2005
SCHEDULE 3
Procurenent and Consul tants’ Services
Section |. Procurenent of Good and Services
Part A Gener a

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, revised in January and
August 1996, Septenber 1997 and in January 1999 (the Cuidelines) and the
followi ng provisions of Section | of this Schedul e.

Part B: I nternational Conpetitive Bidding

1. Except as otherw se provided in Part C of this Section, goods and
wor ks shall be procured under contracts awarded in accordance with the
provi sions of Section Il of the Guidelines and paragraph 5 of Appendix 1
t hereto.

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) Groupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in
bi d packages estimated to cost $200, 000 equival ent or nore each.

(b) Preference for donestically manufactured goods



The provisions of paragraphs 2.54 and 2.55 of the Cuidelines and
Appendi x 2 thereto shall apply to goods nmanufactured in the territory of
t he Borrower.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Wrks estimated to cost |ess than $500, 000 equi val ent per contract
may be procured under contracts awarded in accordance with the provisions
of paragraphs 3.3 and 3.4 of the Cuidelines.

2. Nat i onal Shoppi ng

Goods estimated to cost |ess than $50, 000 equi val ent per contract,
up to an aggregate anount not to exceed $50, 000 equi val ent, 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
t he Cui delines.

3. G ants

Goods and works to be financed fromthe proceeds of Gants provided
under Part A of the Project shall be procured by the beneficiaries of
such Grants, under the general supervision of the Secretariat of DGB,

t hrough | ocal shopping procedures as described in the Manual. For this
purpose, the PMJ shall ensure, in cooperation with the Secretariat of
CGB: (a) the inclusion in each contract for the provision of a Gant of
description of goods and works to be financed fromthe proceeds of the
Grant, an estimate of their cost and the procedures to be followed in the
procurenent thereof, and (b) the preparation of a summary of procurenent
undert aken under Grants.

Part D Revi ew by the Associati on of Procurenment Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to bid for contracts, the
proposed procurement plan for the Project shall be furnished to the
Association for its review and approval, in accordance with the
provi sions of paragraph 1 of Appendix 1 to the Cuidelines. Procurenment of
al |l goods and works shall be undertaken in accordance with such
procurenent plan as shall have been approved by the Association, and with
the provisions of said paragraph 1.

2. Prior Review

Wth respect to: (i) each contract for goods estimated to cost the
equi val ent of $20,000 or nmore; (ii) the first two contracts for works
procured under the provision of Part C.1 of this Schedule; and (iii) the
first contract for goods under the provisions of Part C. 2 of this
Schedul e.

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
Gui del i nes shal |l apply.



Section II. Enpl oynent of Consultants
Part A Genera

Consul tants’ services shall be procured in accordance with the
provi sions of the Introduction and Section IV of the Guidelines:
“Sel ection and Enpl oyment of Consultants by World Bank Borrowers”
publ i shed by the Bank in January 1997, revised in Septenber 1997 and in
January 1999 (the Consul tant GCuidelines) and the follow ng provisions of
Section Il of this Schedul e.

Part B: Quality- and Cost-based Sel ection

1. Except as otherw 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
quality- 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 short |ist of consultants for services estimated
to cost |less than $200, 000 equi val ent per contract, may conprise entirely
of 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
1. Sel ection Based on Consultants’ Qualifications

Services for biogas digester performance and nanure nanagenent and
envi ronmental pollution control may be procured under contracts awarded
in accordance with the provisions of paragraphs 3.1 and 3.7 of the
Consul t ant Cui del i nes.

2. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in
paragraph 5.01 of the Consultant Cuidelines shall be procured under
contracts awarded to individual consultants in accordance with the
provi sions of paragraphs 5.1 through 5.3 of the Consul tant GCuideli nes.

3. Least - cost Sel ection

Services for audit estimated to cost |ess than $15, 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 Consultant Cuidelines.

Part D: Revi ew by the Association 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
shal | 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 firns estimated to cost the equival ent of $100,000 or nore,
the procedures set forth in paragraphs 1, 2 and (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shal |l apply.

(b) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $20,000 or
nore, 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

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
| mpl enent ati on Program
1. Proj ect Coordination

The Borrower shall: (a) mmintain the PMJ under the overall
supervi sion of the Mnistry of Finance to be headed by the Project
Manager whose qualifications and experiences shall be acceptable to the
Associ ation and conprising of an environnental engineer, a coordi nator of
the research reform conponent, an administrative officer, and support
staff in adequate nunbers responsible for the overall inplenentation of
the Project, including technical nonitoring; (b) the PCU, under the
overal | supervision of MAF, to be headed by a director whose
qualifications and experience shall be acceptable to the Association,
responsi bl e for financial managenent, procurenment and di sbursenment
matters with respect to the Project; and (c) the secretariat of the CGB
conprising a head of the secretariat, adoptive research specialist, and
extensi on speci alist responsible for technical evaluation and nonitoring
of sub-projects.

2. Part A of the Project

(a) The CGEB shall be responsible for the evaluation and award of
Grants under Part A of the Project. The CGB shall: (i) ensure that all
proposals for Grants shall be evaluated in accordance with the procedures
and criteria set forth in the Operational Mnual, and (ii) furnish to the
Association for its prior review and concurrence, all G ant proposals
recommended for approval.

(b) The PMJ shall take all neasures necessary for the
supervi sion of the inplenentation of Part A of the Project, as shall be
consistent with the Operational Mnual.

(c) The Borrower shall ensure that the Qperational Mnual shall
not, w thout the Association's prior concurrence, be repeal ed, revoke or



material ly amended
3. Monitoring, Evaluation, Md-Term Review
The Borrower, acting through the MAF, 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 indicators
acceptable to the Association, the carrying out of the Project and the
achi evement of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Bank
and furnish to the Association, on or about January 15, 2002, a report
integrating the results of the nmonitoring and eval uation activities
perforned pursuant to paragraph (a) of this Section, on the progress
achi eved in the carrying out of the Project during the period preceding
the date of said report and setting out the measures recomrended 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 May 15, 2002, or such |l ater
date as the Association 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 everment of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Association’'s views on the
matter.



