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CREDIT NUMBER 3403-ER
DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated July 31, 2000, between THE STATE OF ERITREA (the
Borrower) and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

WHEREAS (A) the Association has received a letter, dated May 10,
2000, from the Borrower describing a program of actions, objectives and
policies designed to inplement the Borrower’s policies on early chil dhood
devel oprment in an integrated manner (the Program and declaring the
Borrower’s commitnment to the execution of the Program

WHEREAS (B) The Borrower intends to obtain fromthe Republic of
Italy, through the Board of Italian Cooperation (ltaly) a grant in an
anmount approxi mately five mllion US Dollars ($5,000,000) to assist in
financing part of the Project (the Italian Gant).

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



the Project; and

WHEREAS (D) the Association 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 Agreement;

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

Section 1.01. The “General 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 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) “Action Plan” neans the action plan referred to in paragraph
1 (d) of Schedule 4 to this Agreenent;

(b) “Fi nanci al Managenent Systenf neans the financial nmanagenent
systemreferred to in paragraph 4 (b) of Schedule 4 to this Agreenent;

(c) “I APSO'" neans the Inter-Agency Procurenent Services of the
United Nati ons;

(d) “IMCl Progranf nmeans an integrated managenent of chil dhood
illness programreferred to in Part A1 (a) of the Project;

(e) “Initial Deposit” neans the initial deposit referred to in
Section 3.03 of this Agreenent;

(f) “MF" nmeans the Borrower’'s Mnistry of Fisheries,;

(9) “Md-Term Review' neans the md-termreviewreferred to in
paragraph 3 (a) of Schedule 4 to this Agreenent;



(h) “MOA” means the Borrower’s Mnistry of Agriculture;

(i) “MOE’” neans the Borrower’s Mnistry of Education

(j) “MOH" neans the Borrower’s Mnistry of Health;

(k) “MOLG neans the Borrower’s Mnistry of Local Governnent;

(1) “MOLHW neans the Borrower’s Mnistry of Labor and Hunman
Vel fare

(m “Nakfa” means currency of the Borrower;

(n) “Project Account” neans the account referred to in Section
3.03 of this Agreenent;

(o) “Project Inplenmentation Manual” means the Project
| mpl ement ati on Manual referred to in paragraph 1 (b) of Schedule 4 to
thi s Agreenent;

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

(q) “Proj ect Managenent Teanf neans the Project Managenent Team
referred to in paragraph 4 (a) of Schedule 4 to this Agreenent; and

(r) “Speci al Account” neans the account 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 the Devel opnent
Credit Agreenent, an anmount in various currencies equivalent to
twenty-nine nmillion Special Drawi ng Rights (SDR 29, 000, 000).

Section 2.02. (a) The anpunt of the Credit nmay be w thdrawn 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 dollars a special deposit account in a bank on terms and
conditions satisfactory to the Association , including appropriate

protection against set-off, seizure or attachnment. Deposits into, and
paynents out of, the Special Account shall be nade in accordance with the
provi sions of Schedule 5 to this Agreenent.

Section 2.03. The Cosing Date shall be Decenber 31, 2005 or such
| ater date as the Association shall establish. The Association shal
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 commitment charge shall accrue: (i) from the date sixty
days after the date of this Agreement (the accrual date) to the
respective dates on which amounts shall be withdrawn by the Borrower from
the Credit Account or canceled; and (i) at the rate set as of the June
30 immediately preceding the accrual date and at such other rates as may
be set from time to time thereafter pursuant to paragraph (a) above. The
rate set as of June 30 in each year shall be applied from the next date
in that year specified in Section 2.06 of this Agreement.

(c) The commitment 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 1 and November 1 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 1 and November 1 commencing November 1,
2010 and ending May 1, 2040. Each installment to and including the
installment payable on May 1, 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 | 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 |ending,
the Associ ation may, subsequent to the review and approval thereof by the
Executive Directors of the Association and after due consideration by
them of the devel opnent of the Borrower’s econony, nodify the repaynment
of installments under paragraph (a) above by: (A) requiring the Borrower
to repay tw ce the ampunt of each such installment not yet due until the
princi pal amount of the Credit shall have been repaid; and (B) requiring
the Borrower to conmence repayment of the principal anmount of the Credit
as of the first semi annual paynent date referred to in paragraph (a)
above falling six 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
m ni mum of five years on such repaynent 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 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 Il
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the
objectives of the Project as set forth in Schedule 2 to this Agreement,
and, to this end, shall carry out the Project with due diligence and
efficiency and in conformity with appropriate administration, financial,
health and education 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 and to be financed out of the proceeds of the Credit shall be
governed by the provisions of Schedule 3 to this Agreenent/Schedule 1 to
the Project Agreenent.

Section 3.03 The Borrower shall: (i) open and thereafter nmintain,
until conpletion of the Project, an account in a bank to be used
exclusively to nmeet the costs of the Project not financed out of the
proceeds of the Credit; (ii) deposit into the Project Account for each
cal endar quarter, no later than the first day of the cal endar quarter,
the amount of the Borrower’s quarterly counterpart contribution to
Proj ect costs for such quarter, as deternined by agreenment between the
Borrower and the Association; and (iii) deposit into the Project Account
an initial anount of Nakfa 2,000, 000.

Section 3.04. For the purposes of Section 9.07 of the General
Conditions and without limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the
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.

ARTICLE |V

Fi nanci al Covenants



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

(b) The Borrower shall:

(@) have the records and accounts referred to in
paragraph (a) of this Section including those for
the Special Account 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 (6) 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 September 30, 2001, or such later date as the Association
shall agree, to prepare quarterly Project Managenent Reports, acceptable
to the Association, each of which:



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

and applications of funds for the Project for the six-month period
following the period covered by said report, and (B)
shows separately expenditures financed out of the
proceeds of the Credit during the period covered by said

report and expenditures proposed to be financed out of the
proceeds of the Credit during the six-month
period following the period covered by said

report;

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

the actual and previously forecast implementation targets;
and

(iii) sets forth the status of procurement under the
Project and expenditures under contracts financed out of
the proceeds of the 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 calendar quarter
a Project Management Report for such period.

ARTICLE V
Effective Date; Termination

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

@) the Borrower has put in place the Financial Management
System for the Project in form and substance satisfactory to the
Association;

(b) the Borrower has furnished to the Association the Project
Implementation Manual in form and substance satisfactory to the
Association;

(c) the Borrower has furnished to the Association the Action
Plan for the first year of the Project in form and substance satisfactory
to the Association; and

(d) the Borrower has paid into the Project Account the Initial
Deposit.

Section 5.02. The date ninety days (90) days after the date of this
Agreement is hereby specified for the purposes of Section 12.04 of the
General Conditions.

ARTICLE VI

Representative of the Borrower; Addresses



Section 6.01. The Minister of the Borrower for the time being
responsible for finance is designated as representative of the Borrower
for the purposes of Section 11.03 of the General Conditions.

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

For the Borrower:

Ministry of Finance

P. O. Box 895
Asmara
Eritrea
Telex:
Facsimile:
583492421150 2911
127947

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) or (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.

THE STATE OF ERITREA

By /s/ Semere Russom
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Oey Astra Meesook
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
(@) Civil works 5,180,000 90%
(2 Goods and vehicles 8,090,000 100% of foreign

expenditures and
80% of local
expenditures

) Consul tant s’ 6, 410, 000 100%
services, studies,
and trai ni ng/ wor kshops

(4) Grants under Part D. 2 5, 560, 000 100%
of the Project
(5) Qperating costs 2,740, 000 70%
(6) Unal | ocat ed 1, 020, 000
TOTAL 29, 000, 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” nmeans increnental expenditures
incurred on account of Project inplenentation, management and nonitoring
i ncl udi ng of fice consumabl es (includi ng comruni cati on expenses), staff
travel and associ ated subsi stence all owances, office rental, office
suppl i es and nmai ntenance, fuel and vehicle maintenance, but excl uding
sal aries of the Borrower’s public service.

3. Not wi t hstandi ng the provision of paragraph 1 above, no wi thdrawal s
shall be nade for: (a) expenditures prior to the date of this Agreenent;
and (b) expenditures under Category (4) unless the Association has
approved the procedures and ternms and conditions for Gants.

4, The Association may require withdrawals fromthe Credit Account to
be nmade on the basis of statenents of expenditure for expenditures for:
(a) works and goods under contract not exceedi ng $200, 000 equi val ent, (b)
consultants’ services (firnms) under contracts not exceedi ng $50, 000
consul tants’ services (individuals) under contracts not exceedi ng $25, 000
equi valent, and (c) materials and other assets for the incone generating
activities, training and operating costs, all under such terms and
conditions as the Association shall specify by notice to the Borrower;
and (d) the terms “Grant” means a grant made or proposed to be nade to a
host fam |y taking care of children in need of special protection under



Part D.2 of the Project..
SCHEDULE 2
Description of the Project

The objectives of the Project are to: (i) pronote in the Borrower’s
territory the healthy growth and devel opnent of children under six years
of age; (ii) expand access to, and inprove the quality of, services that
address the basic needs of the young; and (iii) develop and carry out
prograns that can: (A) provide the support required by orphans and
children facing especially difficult circunstances, and (B) help to
i mprove the health of children in the primary school s.

The Project consists of the followi ng Parts, subject to such
nmodi fications thereof as the Borrower and the Association may agree upon
fromtime to tine to achi eve such objectives:

Part A Improving Child Health

Reduction of childhood nmorbidity and nortality in the Borrower’s
territory by inproving case managenent and preventive skills of health
staff, assisting communities and caregivers to inprove famly child
health care practices through:

1. The integrated managenent of chil dhood illnesses prograns (I M
Prograns) provided at health facility and comunity | evels.

2. Enhancenent of child and maternal health through: (i) the

acqui sition of necessary drugs, nedical equipnent and supplies for the
Borrower’'s health system and (ii) the strengthening of the Borrower’s
capacity in procurenent, storage and distribution mechanisms of the
heal th systemthrough training and acquisition of equipnent.

3. The carrying out of environnmental health measures to control

chil dhood illnesses, including: (i) the pronotion, maintenance and use of
safe latrines; (ii) inproved food safety and hygiene; (iii) construction,
protection and handling of water points; (iv) prevention of ARl through

i ndoor air pollution reduction neasures; and (v) inproved coll aboration
in the prevention of nalaria and other vector borne diseases.

4, The carrying out of school health measures by the Borrower’s
Mnistry of Health (MOH) in collaboration with its Mnistry of Education
(MOE), including: (i) the incorporation of key health concepts and
nmessages into teacher training and school curricula as part of teacher
training and life skills training; and (ii) the provision of primary eye
care, oral health, ENT exami nations, skin exam nations and nental health
care to be undertaken by trained health workers and technicians in nearby
health facilities.

5. | mprovenent of | EC/ communi cations for behavioral change focussed
mai nly on parents/caregivers, including: (i) carrying out a national and
regi onal |evel advocacy canpaign on child health and nutrition; (ii)
devel oprment of rel evant messages as a package together with other
nessages that deal with maternal health and nutrition including

adol escent health, environnental health and HV/AIDS, and (iii) capacity
buil ding for effective communication skills to be carried out at

nati onal, regional and sub-regional levels to inprove interpersonal
comuni cation skills of both health workers and other partners invol ved
in message dissemination, all through training, provision of technical



advisory services and acquisition of equipment.

6. The carrying out by the regional health offices under the regional
Zoba administration of supervision, support, monitoring and evaluation
and research under this Part A of the Project.

Part B: Improving Child and Maternal Nutrition

Improving the nutritional status of children under six years of
age, and pregnant and nursing women through:

1. Strengthening the capacities of families and communities to improve
the nutritional status of children, including the institutionalization of

a community-based growth-monitoring system and parent/care provider
education; and provision of therapeutic feeding for growth-faltering

children.

2. Carrying out of measures to improve household food security in

targeted households, including: (i) training for income generating

activities to be supported by credit provided through MOA's credit

wi ndow; (ii) improving food security and nutrition through the efforts of
the Borrower’'s Mnistry of Fisheries (MF) to pronote increased
consunption of fish; and (iii) designing of appropriate elenments of a
conprehensive strategy to address institutional and policy constraints as
wel | as programmatic interventions.

3. I mproving the capacity of the Borrower’s Mnistries to carry out

this Part B of the Project, including strengthening the said Mnistries’
capacity for inplenentation and devel opment of new approaches, all

t hrough the provision of technical advisory services and acquisition of
equi pnent .

Part C I mproving Early Chil dhood Education and Care

I mproving access to and the quality of early chil dhood educati on,
primary school health environnent; strengthening institutional capacity
to undertake child care and early chil dhood education, and to supervise
and nmonitor early chil dhood education at all administrative |evels,
especially of communities, including:

1. The provision of learning facilities, adequately trained teachers
and staff; and devel opment of non-formal early chil dhood prograns,
including: (i) the establishnent of about 105 ki ndergartens in rural
areas; (ii) training and provision of about 315 preschool teachers, about
735 teacher assistants, about 105 directors and about 250 community
caregivers; and (iii) acquisition of learning materials and supplies.

2. The devel opnent of enhanced | earning materials and teaching aids
and provision of support to teachers to assist themin: (i) the
adaptation of the early childhood education programto their own | ocal
situation; (ii) the introduction of innovations; and (iii) the

devel oprment of their own supplementary |earning nmaterials and aids.

3. The carrying out of a school health and sanitation program
including: (i) the construction of deep pit latrines and garbage di sposal
areas in schools and centers; and (ii) the establishnent in schools of a
heal th and sanitation club to be used as effective tools for influencing
the children in kindergarten centers and conmmunity.

4, Strengthening institutional capacity for the managenent and
supervi sion of early childhood care and education, including: (i) the



establishment of mechanisms for the collection and analysis of data, and
for a well-functioning MIS; (ii) the carrying out of a program to engage
the participation of parents and communities in the management, control
and financing of the early childhood education programs; and (iii) the
strengthening of the relationship between parents, teachers, assistants,
daycare providers and other early childhood development providers.

Part D: Support for Children in Need of Special Protection

Strengthening the traditional safety nets of child care and
protection through community-based reintegration and psychosocial support
for orphans and other seriously disadvantaged children, including:

1. Provision of psychosocial support for and the reintegration of
about 32,000 orphans, including: (i) disabled, displaced and expelled
orphans as well as abandoned and street children; (i) establishment of
about 10 community group homes for children who cannot be reunified with
relatives; and (jii) the development of a program for the adoption of

about 500 orphans.

2. Provision of Grants to support income-generating schemes for the
benefit of about 12,000 host families.

3. Assisting communities to carry out community-based initiatives to
support orphans, including the creation of awareness on the part of such
communities about the need for the communities to develop and carry out
community-based interventions to help the orphans.

4, Strengthening the capacity of personnel at the national, regional
and community level involved in providing services to orphans, through
training and acquisition of equipment.

5. I mproving the Borrower’s capacity in supervision, nonitoring and
eval uation of activities under this Part D of the Project, including the
establi shment of a conputer base information systemfor use in: (i)
nonitoring the condition of the orphans and their famlies, (ii)
docunenting the progress of their reintegration, (iii) assessing the
efficacy of the psychosocial interventions, (iv) carrying out of
long-termfoll owup studies to evaluate the program of assistance to the
orphans, and (v) the carrying out of research into matters related to the
or phans program

Part E: Proj ect Managenent, Evaluation and Strategi c Conmuni cation

Assisting the Borrower in the carrying out of the overall
managenent of the Project, including: (i) the advocacy for and creation
of awareness in early childhood devel opment issues in partnership with
| ocal authorities, wonen's groups, youth groups, workers’ unions,
enpl oyers’ groups, schools, the health authorities, the agricultural
extension personnel, the nass nedia (including radio and TV); and (ii)
the integration of the early chil dhood devel opment program
eval uation/survey and research, all through the provision of technical
advi sory services, training and the acquisition of equipnent.

The Project is expected to be conpleted by June 30, 2005.

SCHEDULE 3



Procurenent and Consultants’ Services
Section |I. Procurenent of Good and Works
Part A: Cener a

Goods shall be procured in accordance with the provisions of
Section | of the “Cuidelines for Procurement under |BRD Loans and | DA
Credits” published by the Bank in January 1995 and revised in January and
August 1996, Septenber 1997 and January 1999 (the Cuidelines) 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, goods shal
be procured under contracts awarded in accordance with the provisions of
Section Il of the Cuidelines and paragraph 5 of Appendix 1 thereto.

2. The follow ng provisions shall apply to goods 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 $100, 000 equival ent or nore each.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding
(a) Goods (other than furniture acquired locally) estinmated to

cost less than $100, 000 equival ent per contract, up to an aggregate
amount not to exceed $1, 000, 000 equi val ent, may be procured under
contracts awarded in accordance with the provisions of paragraphs 3.3 and
3.4 of the Cuidelines.

(b) Furniture acquired locally estimated to cost |less than
$150, 000 equi val ent per contract, up to an aggregate anpbunt not to exceed
$500, 000 equi val ent, may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.3 and 3.4 of the
Cui del i nes

(c) Wrks estimated to cost nore than $30, 000 equi val ent per
contract, up to an aggregate anpunt not to exceed $10, 000, 000 equi val ent,
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 the equival ent of $30,000 or |ess per
contract, up to an aggregate anmpunt not to exceed $900, 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
the Cuidelines

3. Direct contracting

Therapeutic feeding materials costing up to an aggregate anount not



exceeding the equivalent of $2,000,000 and the materials and equipment

for income generating schemes may, with the Association’s prior

agreenent, be procured in accordance with the provisions of paragraph 3.7
of the Guidelines.

4, Procurenent from UN Agenci es

A limted nunber of vehicles and office and school equipnent, up to
an aggregate ambunt not to exceed $1, 000,000 equival ent, may be procured
from | APSO under contracts awarded in accordance with the provisions of
par agraph 3.9 of the Guidelines.

5. Community Participation

Works estimated to cost the equival ent of $50,000 or |ess per
contract shall be procured in accordance with procedures acceptable to
the Associ ati on.

6. Procurenment of Small Wrks

Wrks estimated to cost |ess than $75,000 equival ent per contract,
up to an aggregate anount not to exceed $2, 000,000 equival ent, nay be
procured under |unp-sum fixed-price contracts awarded on the basis of
quot ati ons obtained fromthree (3) qualified domestic contractors in
response to a witten invitation. The invitation shall include a
detail ed description of the works, including basic specifications, the
requi red conpletion date, a basic form of agreement acceptable to the
Associ ation, and relevant draw ngs, where applicable. The award shall be
made to the contractor who offers the | owest price quotation for the
requi red work, and who has the experience and resources to conplete the
contract successfully.

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. Procuremnent
of all goods and works shall be undertaken in accordance w th such
procurenent 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 civil works estimated to
cost the equival ent of $200,000 or nore and each contract for goods
estimated to cost the equival ent of $100,000 or nore, the procedures set
forth in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall apply.

(b) Wth respect to each contract for goods estinmated to cost
the equival ent of $30,000 or nore, the follow ng procedures shall apply:

(i) prior to the selection of any supplier under shopping
procedures, the Borrower shal | provide to the Association
a report on the conparison and eval uation of
guot ati ons received

(ii) prior to the execution of any contract procured under



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 the

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

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

publ i shed by the Bank in January 1997 and revised in Septenber 1997 and
January 1999 (the Consul tant Cuidelines) and the follow ng provisions of
Section Il of this Schedul e.

Part B: Quality- 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
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 estimated to cost

| ess than $100, 000 equi val ent per contract, nmy 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. Sel ection Under a Fi xed Budget

Services of consultants to provide technical assistance services or
training or capacity building services under the Project may be procured
under contracts awarded in accordance with the provisions of paragraphs
3.1 and 3.5 of the Consul tant Guidelines.

2. Sel ection Based on Consultants’ Qualifications

The follow ng services nay be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.7 of the
Consul tant Cuidelines, nanmely: (i) services to be provided under the
Project by consultants at community | evel estinated to cost |ess than
$100, 000 equi val ent per contract; and (ii) services of all individual
consul tants.



3. Individual Consultants

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

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

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the 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 $50,000 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: (i) the enploynent of
i ndi vi dual consultants estimated to cost the equival ent of $25,000 or
nore, the qualifications, experience; (ii) the enploynment of all other
consultants (including consulting firms), the terns of reference and
terms of enploynent 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. (a) The Borrower shall prepare and furnish to the Association a
Project |nplenentation Manual in form and substance satisfactory to the
Associ ation setting out details of all procedures, guidelines, tinetables
and criteria required for the Project.

(b) The Borrower shall carry out the Project in accordance with
the Project Inplenmentation Manual and, except as the Association shall
ot herwi se agree, the Borrower shall not anend or waive any provision of
the Project |nplenentation Manual if, in the opinion of the Association,
such amendment or waiver nay materially and adversely affect the carrying
out of the Project or the achievenent of the objectives thereof.

2. The Borrower shall:

(a) mai ntai n policies and procedures adequate to enable it to



monitor and evaluate on an ongoing basis, in accordance with the
indicators set forth in Schedule 6 to this Agreement: (i) the carrying
out by the Borrower of the Project; and (ii) the achievement of the
objectives thereof;

(b) prepare, under terms of reference satisfactory to the
Assaociation, and furnish to the Association, on or about March 31 and
September 30 of each year, a report integrating the results of the
monitoring and evaluation activities performed pursuant to paragraph (a)
of this Section, on: (i) the progress achieved in the carrying out of the
Project, during the period preceding the date of said report and setting
out the measures recommended to ensure the efficient carrying out of the
Project; and (ii) the achievement of the objectives thereof during the
period following such date;

(c) review with the Association by May 31 and November 30 of
each year, or such later date as the Association shall request, the
report referred to in subparagraph (b) of this paragraph, and,
thereafter, take all measures required to ensure the efficient completion
of the Project and the achievement of the objectives thereof, based on
the conclusions and recommendations of the said report and the
Association’s views on the matter; and

(d) The Borrower shall prepare and furnish to the Association no
| ater than January 30th in each year of the Project an action plan (the
Action Pl an) including an annual work plan and budget and procurenent
plan in formand substance satisfactory to the Association.

3. (a) The Borrower shall, no later than Decenber 31, 2002, carry
out jointly with the Association, a md-termreview of the progress made
in carrying out their respective Parts of the Project. The Md-Term

Revi ew shall cover, anong other things, the progress made in nmeeting the
obj ectives of the Project; and (ii) the overall performance of the
Borrower of the Project.

(b) The Borrower shall carry out, no later than one nonth after
the conpletion of the Md-Term Review the recommendati ons of the Md-Term
Revi ew as agreed with the Association and set out in an action plan for
the respective Parts of the Project satisfactory to the Association.

4, (a) The Borrower shall establish in the Mnistry of Local
CGovernnent a Project Managenent Teamin formand with functions, staffing
and resources satisfactory to the Association. The Project Managemnent
Team shal | have responsibility for the overall coordination of Project
activities and shall, to that end, be assisted and supported by MOE, MOH,
MOLHW MOA, M nistry of Information and the Mnistry of Fisheries.

(b) The Project Managenent Team shall be responsible for the
coordi nati on and managenent at Headquarters of procurenment under the
Project, and its nenbership shall include: (i) a Project Manager, (ii) a

Procurenment Specialist, and (iii) a Project Financial Oficer, all with
qualifications and experience satisfactory to the Association. The

Proj ect Financial Oficer shall assist in the devel opnment of a financial
managenent system in form and substance satisfactory to the Association,
and in providing guidance and direction for the financial managenent
operations of the Project.

(c) The Project Managenent Team shall be responsible for the
devel oprment, with the assistance of consultants, of the follow ng
docunents satisfactory to the Association, nanmely: (i) conprehensive
manual s of procedures and adequate internal control mechanisnms to be used
to guide staff and minimze risks of errors and omi ssions; including
statenents and expl anations of the Project’s budgetary policies and



procedures; (ii) a dedicated account system to be used for the Project ;
and (iii) a chart of accounts that will provide the availability of

timely and reliable information required for the Project and consistency
in account classification.

5. The Borrower shall establish local project management teams in form
and with functions, resources and staffing satisfactory to the

Association. The local project management shall be responsible for the
coordination and management at regional levels of procurement under the
Project.

6. In providing support to host families taking care of orphans and
Part D.2 of the Project, the Borrower shall ensure that eligibility

criteria for grants and income generating schemes are in accordance with
the procedures laid down in the Project Implementation Manual.

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

@) the term*“eligible Categories” neans Categories 1 through 5
set forth in the table in paragraph 1 of Schedule 1 to this Agreenent;

(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 $2,000,000 to be withdrawmn fromthe Credit Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedul e,
provi ded, however, that unless the Association shall otherw se agree, the
Aut horized All ocation shall be limted to an anmount equivalent to
$1, 000, 000 until the aggregate anpbunt of withdrawals fromthe Credit
Account plus the total anount of all outstanding special conmtnents
entered into by the Association pursuant to Section 5.02 of the General
Conditions shall be equal to or exceed the equivalent of SDR 4,500, 000.

2. Paynents out of the Special Account shall be nmade exclusively for
el i gi bl e expenditures in accordance with the provisions of this Schedul e.

3. After the Association has received evidence satisfactory to it that
the Special Account has been duly opened, w thdrawals of the Authorized
Al'l ocation and subsequent withdrawals to replenish the Special Account
shall be nade as fol |l 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 ampbunt or amounts which do not exceed the
aggregat e anmount of the Authorized Allocation. On the basis of such
request or requests, the Association shall, on behalf of the Borrower,
withdraw fromthe Credit Account and deposit into the Special Account
such amount or anounts as the Borrower shall have requested.

(b) (i) For repl eni shnent of the Special Account, the
Borrower shall furnish to the Associ ation requests for
deposits into the Special Account 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 Special Account 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 Special
Account 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 Special Account,
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 the
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 Account;

(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, 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 Special Account 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 the 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 (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 the
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 the 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
Account.

(d) Refunds to the Association made pursuant to paragraph 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.

SCHEDULE 6
Performance Indicators

The Borrower shall carry out the Project with the objective of
achieving indicators set forth below:

A. Outcome/Impact Indicators

1. By June 2005, decline by 20% in case fatality in children from
combined five major causes: malaria, ARI, diarrhea, measles and
malnutrition in the project areas.

2. By June 2005, decrease by 20% in malnutrition (measured by
prevalence of underweight children below six years of age, in the project
areas.

3. By June 2005, decrease by 20% in repetition and drop-out rates
between grade 1 and 2, in the project areas.

4, By June 2005, reunification of 32,000 orphans with their nearest
relative.

B. Implementation Progress (monitored in July and December of each
year)

1. Percentage of actual vs. projected disbursement by component.

2. Number of health workers trained in IMCI.

3. Number of health facilities stocked with essential IMCI drugs.

4, Numbers of mothers who received special training in food security

and nutrition.

5. Number of kindergarten schools established, and the number of



children enrolled in the kindergarten schools.

6. Number of kindergarten teachers, assistants, directors and
community care givers trained and inducted into the program.

7. Number of social workers trained.

8. Number of group homes established and the number enrolled in such
homes.

9. Number of villages reached by the Project.

10. Number and percent of supervision and evaluation reports completed

and submitted as planned.



