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Development Credit Agreement

(Mineral Resources Management Capacity Building Project)
between
THE REPUBLIC OF MOZAMBIQUE
and

INTERNATIONAL DEVELOPMENT ASSOCIATION

Dated April 18, 2001
CREDIT NUMBER 3486 MOZ

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated April 18, 2001, between REPUBLIC OF MOZAMBIQUE (the Borrower)
and INTERNATIONAL DEVELOPMENT ASSOCIATION (the Association).

WHEREAS 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 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 Development Credit
Agreements" of the Association, dated January 1, 1985 (as amended through October 6,
1999), with the modifications set forth below (the General Conditions), constitute an



integral part of this Agreement:

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

"12. ‘Participating Country’ neans any country that the Association

determ nes neets the requirenents set forth in Section 11 of Resol ution No.
194 of the Board of CGovernors of the Association, adopted on April 8, 1999;
and ‘Participating Countries’ neans, collectively, all such countries." ; and

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

"Except as the Borrower and the Association shall otherw se agree, no
wi t hdrawal s shall be made: (a) on account of expenditures in the territories
of any country which is not a Participating Country or for goods produced in,
or services supplied from such territories; or (b) for the purpose of any
paynent to persons or entities, or for any inmport of goods, if such paynent or
import, to the know edge of the Association, is prohibited by a decision of
the United Nations Security Council taken under Chapter VII of the Charter of t he
United Nations."

Section 1.02. Unless the context otherw se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
meani ngs therein set forth and the followi ng additional terns have the follow ng
meani ngs:

(a) "Artisanal Mners" or "Garinpeiros nmeans i ndi vi dual s undert aki ng
i ndependent snall-scale nining as defined in the Borrower’s Mning Certificate
Regul ation or "Diploma Mnisterial" No. 77 of May 25, 1994;

(b) "BM' neans Banco de Modcanbi que, the Borrower’s central bank;
(c) "DNG' means the Borrower’s National Directorate of Ceol ogy;
(d) "DNM' means the Borrower’s National Directorate of Mnes within M REME;

(e) "Eligible Categories" means the categories set forth in paragraph 4 of
Part B of Schedule 1 to this Agreenent;

(f) "Eligible Expenditures" means the expenditures for works, goods and
services referred to in Section 2.02 (a) of this Agreement and to be financed out of
the proceeds of the Credit allocated fromtine to tinme to the Special Account’s
respective Eligible Categories;

(9) "I mpl ement ati on Manual " means the Borrower’s Manual dated Novenber 30,
2000, containing detailed arrangenments regarding the inplenmentation of the different
activities under the Project, including, inter alia, the institutional
responsibilities, reporting structure, review and nonitoring, procurenment,
di sbursenent and financial nanagenent for the purposes of the I nplenentation of the
Proj ect;

(h) "Initial Deposit" means the deposit specified in Section 3.04 (b) of this
Agr eenent ;

(i) "Meticais" means the Borrower’s currency;

(j) "M CQOA" neans the Borrower’s Mnistry of Environnental Coordination;

(k) "M REME' neans the Borrower’s Mnistry of Mneral Resources and Energy;

(1) "MPF" means the Borrower’s Mnistry of Planning and Fi nance;

"Project Account" means the Account referred to in Section 3.04 of this

Agr eenent ;

(n) "Proj ect Managenent Report" neans each report prepared in accordance with

Section 4.02 of this Agreenent;

(o) "Project Preparati on Advance neans the project preparation advance



granted by the Association to the Borrower pursuant to a letter signed on behalf of
the Association on February 15, 2001 and on behalf of the Borrower on March 26, 2001;

(P) "Special Account" means the account referred to in Section 2.02 (b) of
Part B of Schedule 1 to this Agreement; and

"UCPM" means the Project Coordination Unit to be established by the
Borrower for the purpose of implementing the Project within MIREME.

ARTICLE Il
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 Development Credit Agreement, an amount in
various currencies equivalent to thirteen million and eight hundred thousand Special
Drawing Rights (SDR 13,800,000).

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

(b) Promptly after the Effective Date, the Association shall, on behalf of
the Borrower, withdraw from the Credit Account and pay to itself the amount required
to repay the principal amount of the Project Preparation Advance withdrawn and
outstanding as of such date and to pay all unpaid charges thereon. The unwithdrawn
balance of the authorized amount of the Project Preparation Advance shall thereupon be
cancelled.

Section 2.03. The Closing Date shall be June 30, 2006, or such later date as the
Association shall establish. The Association shall promptly notify the Borrower of
such later date.

Section 2.04. (a) The Borrower shall pay to the Association a commitment charge
on the principal amount of the Credit not withdrawn from time to time 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 (ii) 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 April 1 and October 1 in each year.

Section 2.07. (@) Subject to paragraphs (b), (c) and (d) below, the Borrower
shall repay the principal amount of the Credit in semiannual installments payable on
each April 1 and October 1 commencing April 1, 2011, and ending October 1, 2040. Each



installment to and including the installment payable on October 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
level established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank lending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consideration by them of the development of the Borrower’s economy, modify the
repayment of installments under paragraph (a) above by: (A) requiring the Borrower to
repay twice the amount of each such installment not yet due until the principal amount
of the Credit shall have been repaid; and (B) requiring the Borrower to commence
repayment of the principal amount of the Credit as of the first semiannual payment
date referred to in paragraph (a) above falling six months or more after the date on
which the Association notifies the Borrower that the events set out in this paragraph
(b) have occurred, provided, however, that there shall be a grace period of a minimum
of five years on such repayment of principal.

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

(d) If, at any time after a modification of terms pursuant to paragraph (b)
above, the Association determines that the Borrower’s economic condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further modify the terms of repayment to conform to the schedule of installments as
provided in paragraph (a) above.

Section 2.08. The currency of 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. 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
administrative, financial, engineering, health, environmental and mineral resources
sector practices, and shall provide, promptly as needed, the funds, facilities,
services and other resources required for the Project.

Section 3.02. Except as the Association shall otherwise agree, procurement 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.

Section 3.03. For the purposes of Section 9.06 of the General Conditions and
without limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nonths after the C osing Date or
such later date as may be agreed for this purpose between the Borrower and the
Associ ation, a plan for the future operation of the Project; and

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

Section 3.04. Wthout limtation to its obligations under Section 3.01 of this



Agreement, the Borrower shall:

(a) open and thereafter maintain, until the completion of the Project, an
account (the Project Account) in Meticais, in a commercial bank, on terms and
conditions satisfactory to the Association;

(b) promptly thereafter make an Initial Deposit in Meticais of an amount
equi val ent to $30,000 (Initial Deposit) into such account to finance the Borrower’s
contribution to the Project;

(c) thereafter deposit into the Project Account by the first day of each
quarter each year during Project inplenmentation such amounts as shall be required and
agreed upon with the Association to timely replenish the Project Account back to the
anmount of the initial deposit referred to in paragraph (b); and

(d) use the funds in the Project Account exclusively to finance expenditures
under the Project.

ARTI CLE |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 departnents or
agenci es of the Borrower responsible for carrying out the Project or any part thereof.

(b) The Borrower shall:

(i) 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

Associ ati on;

(ii) furnish to the Association as soon as available, but in any case
not later than six nonths 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 fromtime to time reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Credit
Account were made on the basis of Project Managenment Reports, or statements of
expendi ture, the Borrower shall:

(i) mai ntain or cause to be maintained, in accordance wth paragraph
(a) of this Section, records and separate accounts reflecting such
expendi t ures;

(ii) retain, until at |east one year after the Association has received
the audit report for the fiscal year in which the |ast w thdrawal
fromthe Credit Account was made, all records (contracts, orders,
invoices, bills, receipts and other documents) evidencing such
expendi t ures;

(iii) enable 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 Project Managenent Reports or statenments 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 withdrawals.

Section 4.02. (a) Without limitation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall carry out a time-bound action plan acceptable to the
Association for the strengthening of the financial management system referred to in
paragraph (a) of said Section 4.01 in order to enable the Borrower, not later than
eighteen months after the Effective Date, or such later date as the Association shall
agree, to prepare quarterly Project Management Reports, acceptable to the Association,
consisting of three separate, but coherent reports of which:

0] the financial report: (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)  the status report: (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, as the case may be;
and

(iif) the procurement report 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 established the UCPM,;

(b) the Borrower has appointed to UCPM a full-time Project Coordinator, a
Procurement Specialist and a Project Accountant satisfactory to the Association;

(c) the Borrower has established within UCPM a financial management and
accounting system acceptable to the Association, including a manual of procedures and
a Financial Management Committee;

(d) the auditors referred to in Section 4.01 (b) of this Agreement have been
retained, as provided in such Section and in accordance with the provisions of Section
Il of Schedule 3 to this Agreement;

(e) the Project Account has been opened; and

) the Borrower’s new draft Mning Law (Projecto de Lei de M nas) replacing
the existing Law No.02 of April 16, 1996, has been approved by the Borrower’s Council
of Mnisters and submitted to the Borrower’s Parlianent.

Section 5.02. The date ninety (90) days after the date of this Agreement is



hereby specified for the purposes of Section 12.04 of the General Conditions.
ARTICLE VI
Representative of the Borrower; Addresses

Section 6.01. The Governor of the Bank of Mozambique of the Borrower is
designated as representative of the Borrower for the purposes of Section 11.03 of the
General Conditions.

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

For the Borrower:

Governor

Banco de Mocanbi que

Departanento de Rel agcoes |nternacionais
Maput o

Republic of Mozanbi que

Cabl e address: Tel ex:
MOBANCO 6355/ BMMO

For the Association:

I nternational Devel opnent Association
1818 H Street, NW

Washi ngton, D.C. 20433

United States of Anerica

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

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

THE REPUBLI C OF MOZAMBI QUE

By /s/ Marcus Namashul ua
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSOCI ATl ON

By /s/ Panela Cox
Acting Regional Vice President
Africa



SCHEDULE 1
Withdrawal of the Proceeds of the Credit

A. General

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

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be Financed
Q) Works 3,450,000 100% of foreign

expenditures and
85% of local
expenditures

2) Goods, 1,450,000 100% of foreign
including expenditures and
field vehicles and 85% of local
computers expenditures
3) Consul tant s’ 4,800,000 100%
services
(4) Trai ni ng 1, 380, 000 100%
and wor kshops
(5) Publ i cati ons 120, 000 100%
(6) Qperating Costs 1, 380, 000 90% of expenditures for
including audits operating costs and 100% of
expendi tures for audits
(7) Ref i nanci ng of Project 380, 000 Anpunt due pursuant
Preparati on Advance to Section 2.02 (b) of this
Agr eenment
(8) Unal | ocat ed 840, 000
TOTAL 13, 800, 000
2. For the purposes of this Schedul e:
(a) the term"foreign 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 the Borrower;

(b) the term "l ocal expenditures" means expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower; and

(c) the term " Operating Costs" means the incremental expenses incurred by the
Borrower on account of the Project inplenmentation including managenment and nonitoring,
of fice supplies, vehicle operation, travel, supervision costs and audits, but
excludi ng salaries of officials of the Borrower.

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

4. The Association may require withdrawals fromthe Credit Account to be made on
the basis of statenents of expenditure for expenditures under: (a) contracts for goods
and works costing | ess than $100, 000 equival ent; (b) contracts for consultants firms
including audits, training, publications and ot her services perforned by firms costing
| ess than $100, 000 equi val ent; (c) contracts for individual consultants, training,
publications and ot her services perfornmed by individuals costing | ess than $50, 000
equi val ent; and (d) Operating Costs, excluding audits, all under such terns and



conditions as the Association shall specify by notice to the Borrower.

B. Special Account

1. The Borrower shall, for the purposes of the Project, open and maintain in US
Dollars a special deposit account in a commercial bank acceptable to the Association,
on terms and conditions satisfactory to the Association, including appropriate
protection against set-off, seizure and attachment.

2. After the Association has received evidence satisfactory to it that the Special
Account has been opened, withdrawals from the Credit Account of amounts to be
deposited into the Special Account shall be made as follows:

(@ until the Association shall have received: (i) the first Project
Management Report referred to in Section 4.02 (b) of this Agreement; and (ii) a
request from the Borrower for withdrawal on the basis of Project Management Reports,
withdrawals shall be made in accordance with the provisions of Annex A to this
Schedule 1; and

(b) upon receipt by the Association of a Project Management Report pursuant
to Section 4.02 (b) of this Agreement, accompanied by a request from the Borrower for
withdrawal 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. Payments out of the Special Account shall be made exclusively for Eligible
Expenditures in accordance with the provisions of this Schedule. 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.

4. For the purposes of this Schedule, the term "Eligible Categories" means
Categories 1 through 6 set forth in the table in paragraph 1 of this Schedule 1.

5. Notwithstanding the provisions of Part B.2 of this Schedule, the Association
shall not be required to make further deposits into the Special Account:

@ if the Association determines at any time that all further withdrawals
should be made by the Borrower directly from the Credit Account; or

(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: (A) the records and accounts for the Special Account; or (B)
the records and accounts reflecting expenditures with respect to which withdrawals
were made on the basis of Project Management Reports.

6. The Association shall not be required to make further deposits into the Special
Account in accordance with the provisions of Part B.2 of this Schedule 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 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 should be followed for making such
deposits, and shall notify the Borrower of its determination.

7. (@) If the Association determines at any time that any payment out of the
Special Account was made for an expenditure which is not an Eligible Expenditure, or
was not justified by the evidence furnished to the Association, the Borrower shall,
promptly upon notice from the Association, provide such additional evidence as the
Association may request, or 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. 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 determines at any time that any amount outstanding in
the Special Account will not be required to cover payments for Eligible Expenditures
during the six-month period following such determination, 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 sub-paragraph (a), (b) or (c)
of this paragraph 7 shall be credited to the Credit Account for subsequent withdrawal
or for cancellation in accordance with the provisions of the Development Credit

Agreement.
Annex A to SCHEDULE 1
Operation of Special Account
When Withdrawals Are Not Made
On the Basis of Project Management Reports
1. For the purposes of this Annex:

The term "Authorized Allocation” means an amount of $500,000 to be withdrawn
from the Credit Account and deposited into the Special Account pursuant to paragraph 2
of this Annex; provided, however, that unless the Association shall otherwise agree,
the Authorized Allocation shall be limited to an amount of $250,000 until the
aggregate amount of withdrawals from the Credit Account, plus the total amount of all
outstanding special commitments entered into by the Association pursuant to Section
5.02 of the General Conditions shall equal or exceed the equivalent of SDR 1,000,000.

2. Wthdrawal s of the Special Account’'s Authorized Allocation and subsequent
withdrawal s to repl eni sh said Special Account shall be nade as foll ows:

(a) For withdrawal s of said Special Account’s Authorized Allocation, the
Borrower shall furnish to the Association a request or requests for deposit into said
Speci al Account of an anpunt or anounts which in the aggregate do not exceed said
Aut horized Al location. On the basis of each such request, the Association shall, on
behal f of the Borrower, withdraw fromthe Credit Account and deposit into said Special
Account such ampunt as the Borrower shall have requested.

(b) For repl eni shment of said Special Account, the Borrower shall furnish to
the Association requests for deposit into said 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 the docunents and ot her evidence required
pursuant to Part B.3 of Schedule 1 to this Agreenent for the paynment or payments in
respect of which replenishment 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 said Special Account such anpbunt as the Borrower shall have requested and
as shall have been shown by said docunents and ot her evidence to have been paid out of
sai d Special Account for Eligible Expenditures. Each such deposit into said Special
Account shall be withdrawn by the Association fromthe Credit Account under one or
nore of said Special Account’s Eligible Categories.

3. The Association shall not be required to nake further deposits into the Special
Account, once the total unw thdrawn anpbunt of the Credit mnus the total anmount of all
out st andi ng special comitnents entered into by the Association pursuant to Section
5.02 of the General Conditions, shall equal the equivalent of twi ce the anpbunt of said
Speci al Account’s Authorized Allocation. Thereafter, withdrawal fromthe Credit

Account of the remai ning unwi t hdrawn anmount of the Credit shall follow such procedures
as the Association shall specify by notice to the Borrower. Such further wi thdrawal s
shall be nmade only after and to the extent that the Association shall have been
satisfied that all such anmounts renaining on deposit in said Special Account as of the
date of such notice will be utilized in making paynments for Eligible Expenditures.

Annex B to SCHEDULE 1
Operation of Special Account

When Wt hdrawal 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 provisions of Schedule 1 to this Agreement.
Each such deposit into the Special Account shall be withdrawn by the Association from
the Credit Account under one or nore of said Special Account’s Eligible Categories.

2. Each application for withdrawal fromthe Credit Account for deposit into the
Speci al Account shall be supported by a Project Managenment Report.

3. Upon recei pt of each application for withdrawal of an ampunt of the Credit, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit Account and

deposit into the Special Account an anobunt equal to the |lesser of: (a) the anbunt so
requested; and (b) the anpbunt which the Association has determ ned, based on the

Proj ect Managenent Report accompanying 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 anount so deposited, when added to

the amount indicated by said Project Managenent Report to be renmining in the Special
Account, shall not exceed the anmount of $500, 000.

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Borrower in: (i) devel oping an
institutional and regulatory reformdesigned to pronote private investnent in the
m ning sector; (ii) building its capacity for environnental and social managenent in
the mning sector; (iii) inproving its geological and mining information system and
(iv) alleviating poverty in small scale and artisanal mning areas.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Association may agree upon fromtinme to time to
achi eve such objectives:

Part A Institutional and Regul atory Reform
1. Legal and Regul atory Reform
(a) Provi si on of technical advisory services for the revision of the M ning

Code aimed at pronoting the private mning investnents and enterprises, including the
preparation of new mning |legislation and regul ations, environmental |egislation and
adm ni strative procedures for the mining sector.

(b) The carrying out of consultation events with interested stakeholders in
the mning sector and public awareness canpaigns for the communication of the new
m ning | egislation and regul ati ons.

2. Institution Reform and Capacity Buil ding

(a) Provi si on of technical advisory services for the establishment of a new,
decentralized and client/results oriented institutional franmework for M REME s
m ni ng agenci es (DNG and DNM, including the devel opnent of new institutional nodel,
its functions, nmandates, staffing and estination of operational budgets.

(b) Strengt heni ng of policy naking, regulatory and sector nanagenent
capabilities of M REME

(c) Carrying out the rehabilitation of the existing office facilities in the
DNG and DNM including the acquisition of field vehicles and office equipnent.

3. M ni ng Cadastre

Provi si on of technical advisory services for the re-organization of the mining
cadastre in the DNM and the Provincial Directorates, including: (a) the establishment
of their organizational functions and working procedures; and (b) the design and
i mpl ementation of a conputerized systemfor the adm nistration of the mning titles,
including the acquisition of conputer (hardware and software), topographical and
of fice equi pnent, and training of staff.



4, Investment Promotion

Establishment of a promotion unit within DNM, including the provision of
technical advisory services for the training of staff, the preparation and publication
of pronmotional nmaterial, the provision of technical assistance to MREVE' s and DNM s
staff for the carrying out of international congresses and pronotional events for the
M ni ng Sector.

5. I nformati on Network

Provi sion of technical advisory services for the establishment of a computerized
i nformati on network through the intranet, including the establishment, the
strengthening and the conpatibility of the mning cadastre system the mnineral
informati on system and the environnmental management system

Part B: Geol ogic Infrastructure

(a) Provi sion of technical advisory services for the supervision,
coordi nati on and eval uation of the activities, consultants and results related to the
geophysi cal airborne survey, the geol ogi cal nmapping, the geo-chem cal sanpling, the
sei smol ogi cal network, the documentation center, the mineral information system and
i ndustrial minerals survey.

(b) Rehabilitation of buildings for the National Miseum of Geol ogy and the
geophysi cal ai rborne survey.

Part C Envi ronnent al Managenment System

(a) Carrying out of environnental baseline studies over selected mning and
potential mning districts, including the devel opnent of a nethodol ogy and capacity to
assess and nonitor environnental and social inpacts of mning.

(b) Devel opnent of sector specific environmental regul ations and standards,
including the mtigative and rehabilitating measures for areas where mines are cl osed.

(c) I mpl ement ati on of procedures and guidelines for the preparation of
environmental inpact studies in mning.

(d) Strengt hening the MREME's M ning Environnental Unit to nonitor and
enforce environnental regulations, including: (i) the creation of an Environnental
Affairs Unit within the DNM (ii) the establishnent of procedures for environmental
licensing of mning activities; (iii) the establishnent of cooperation nechanism
between the mining adninistration and M COA; (iv) the devel opment of consultation and
participatory procedures; and (v) the establishnent of an environnental nmanagenent and
informati on system

Part D: Sustainability of Small Scale and Artisanal M ning

Strengt hening of small scale and artisanal mning through the provision of
techni cal advisory services for: (i) small-scale mning enterprise organization
managenent and accounting, including the provision of assistance to encourage the
formati on of cooperatives, inmprove access to nmicro-finance and identify possible
joint-venture operations; (ii) legal and fiscal support, including the pronotion of
the legal formalization of operations; (iii) capacity building on mning nmethodol ogy,
geol ogy, netallurgy (mneral processing), infrastructure, mning econonm cs and
environnmental safeguards; (iv) the design and inplenentation of an environnenta
awar eness canpai gn for the small-scale and artisanal miners; (v) the investigation and
identification of health hazards related to mining activities and the devel opnent of
renedi ati on measures, including H V/ Al DS awareness and prevention camnpai gns; and (vi)
the pronotion and inplenmentation of projects ainmng at the diversification of economc
activities through the devel opnent of an informati on and assi stance network

Part E: Proj ect Coordi nati on and Managenent

The establishment of a Mning Project Coordination Unit (UCPM to coordinate
project inplenentation and nmanagenent, including: (i) procurenent; (ii) project
monitoring, reporting and evaluation; (iii) financial managenent; and (ivVv)
coordination wth other institutions and agenci es.



* k%

The Project is expected to be completed by December 31, 2005.
SCHEDULE 3

Procurenent and Consul tants’ Services

Section |. Procurenent of Good and Wrks
Part A Gener al
1. Goods and works shall be procured in accordance with: (a) the provisions of

Section | of the "Guidelines for Procurenment under |BRD Loans and I DA Credits”
publ i shed by the Bank in January 1995 and revised in January and August 1996,
Sept ember 1997 and January 1999 (the Cuidelines); and (b) the provisions of the
following Parts of this Section I.

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

Part B: I nternational Conpetitive Bidding
1. Except as otherwi se provided in Part C of this Section, goods and works shall be
procured under contracts awarded in accordance with the provisions of Section Il of

the Guidelines and paragraph 5 of Appendix 1 thereto.

2. The followi 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) G oupi ng of contracts

To the extent practicable, contracts for vehicles and conputers shall be grouped
in bid packages estimated to cost $350,000 equival ent or nore each.

(b) Notification and Adverti sing

The invitation to prequalify or bid for each contract estimated to cost
$10, 000, 000 equivalent or nore shall be advertised in accordance with the procedures
applicable to large contracts under paragraph 2.8 of the Guidelines.

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

Works estimated to cost | ess than $100, 000 equi val ent per contract, up to an
aggregate anount not to exceed $2, 000, 000 equi val ent, and goods estinated to cost |ess
than $100, 000, up to an aggregate anount not to exceed $120, 000, may be procured under
contracts awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of the
Gui del i nes.

2. International or National Shopping

(a) Goods estimated to cost |ess than $50, 000 equival ent per contract, up to
an aggregate anount not to exceed $200, 000 equival ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.

(b) Goods estimated to cost nore than $50, 000 but |ess than $100, 000
equi val ent per contract, up to an aggregate anount not to exceed $1, 200, 000
equi val ent, nmay be procured under contracts awarded on the basis of international
shoppi ng procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
Cui del i nes.

3. Procurenent of Small Wrks

Works estimated to cost |ess than $50, 000 equival ent per contract, up to an
aggregate anount not to exceed $120, 000 equival ent, may be procured under |unp-sum



fixed-price contracts awarded on the basis of quotations obtained from three (3)
qualified domestic contractors in response to a written invitation. The invitation

shall include a detailed description of the works, including basic specifications, the
required completion date, a basic form of agreement acceptable to the Association, and
relevant drawings, where applicable. The award shall be made to the contractor who
offers the lowest price quotation for the required work, and who has the experience

and resources to complete the contract successfully.

Part D: Review by the Association of Procurement Decisions
1. Procurement Planning

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 provisions of paragraph 1 of Appendix 1 to the
Guidelines. Procurement of all goods and works shall be undertaken in accordance with
such procurement plan as shall have been approved by the Association, and with the
provisions of said paragraph 1.

2. Prior Review

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

(b) With respect to each contract for goods estimated to cost the equivalent
of $50,000 or more but less than $100,000 and smaller items of office equipment,
furniture, training materials, office supplies and documentation estimated to cost the
equivalent of $50,000 or less up to an aggregate amount not to exceed $200,000
equivalent, the following procedures shall apply:

0] prior to the selection of any supplier or the execution of any

contract under shopping procedures, the Borrower shall provide to
the Association a report on the comparison and evaluation of
quotations received,;

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

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

3. Post Review

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

Section Il.  Employment of Consultants
Part A: General
1 Consul tants’ services shall be procured in accordance with: (a) the provisions

of the Introduction and Section |V of the "Cuidelines: Selection and Enpl oynent of
Consul tants by World Bank Borrowers" published by the Association in January 1997 and
revised in Septenber 1997 and January 1999, subject to the nodifications thereto set
forth in paragraph 2 of this Part A (the Consultant Guidelines); and (b) the
provisions of the following Parts of this Section II.

2. I n paragraph 1.10 of the Consultant Guidelines, the references to "Bank nenmber
countries" and "nenmber country" shall be deened to be references, respectively, to
"Participating Countries" and "Participating Country".

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



1. Except as otherwi se provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, 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 list of consultants estinmated to cost |ess than $50,000 equival ent per
contract, nmamy conprise entirely national consultants in accordance with the provisions
of paragraph 2.7 of the Consultant Guidelines.

Part C: O her Procedures for the Sel ection of Consultants
1. Least-cost Sel ection

Services for the Project’s auditors may be procured under contracts awarded in
accordance with the provisions of paragraphs 3.1 and 3.6 of the Consultant Guidelines.

2. Si ngl e Source Sel ection

Services for technical supervision of |arger geol ogi cal and geophysi cal
contracts for an estimated aggregate amount of $1,100,000 equival ent, may, with the
Associ ation's prior agreenent, be procured in accordance with the provisions of
par agraphs 3.8 through 3.11 of the Consultant Guidelines.

3. I ndi vi dual Consultants

Services for tasks that neet the requirements set forth in paragraph 5.1 of the
Consul t ant CGui del i nes shall be procured under contracts awarded to individual
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul t ant CGui del i nes.

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

Prior to the issuance to consultants of any requests for proposals, the proposed
pl an 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 Consultant 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 (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant Guidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equivalent of $50,000 or nore, the qualifications,
experience, terns of reference and terms of enploynment 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 Consultant Guidelines shall

apply.



SCHEDULE 4
Implementation Program
1. The Project shall be coordinated by the MIREME.

2. (@) Except as the Association shall otherwise agree, the Borrower shall, in
carrying out the Project, apply the annual work programs satisfactory to the
Association;

(b) the Borrower shall: (i) not later than three months before the beginning
of each year, furnish to the Association for approval the draft annual work plan for
the Project; (ii) by January 1 of each year, furnish to the Association the final
annual work plan, and carry out the activities for the year in question on the basis
of such work plan; and

_ (c) the Borrower shall, commencing six months after the Effective Date,
furnish to the Association semiannual reports on Project implementation including
financial information, not later than one month after the end of each semester.

3. The Borrower shall:

@ maintain policies and procedures adequate to enable it to monitor and
evaluate on an ongoing basis, the carrying out of the Project and the achievement of
the objectives thereof;

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

(c) review with the Association, by December 31 in each year, or such later
date as the Association shall request, the report referred to in paragraph (b) of this
Section, and, thereafter, take all measures required to ensure the efficient
completion of the Project and the achievement of the objectives thereof, based on the
concl usi ons and reconmmendati ons of the said report and the Association’s views on the
matter.

4. The Borrower shall: (i) maintain the |Inplenentation Manual for the Project in a
form and substance satisfactory to the Association; and (ii) shall not anmend it,
suspend it, abrogate it, repeal it or waive it so as to affect materially and
adversely the ability of the Borrower or UCPMto performany of their respective
obligations under the Project.

SCHEDULE 5

Per f ormance | ndicators

The Borrower agrees that Project performance will be measured by the Indicators
bel ow, unl ess otherw se agreed by the Associ ation:
1) Increase Private Investnent, exports and fiscal revenues:

(a) Increase in the nunber of private operators involved in mning.

(b) Increase in average annual investnents in mning.

(c) Increase in average annual mnerals exports.

(d) I ncrease fiscal revenues from m ning.

Princi pal output indicators:

The nunmber of private operators actively involved in exploration, is expected to
increase fromthe current 10 to about 20-30 over the next five years, resulting in an



increase of annual investment expenditures from about US$ 10 million today to US$
40-50 million. On the other hand, mineral exports could go from US$ 7 million per year
to about US$ 100-150 million per year over the next ten years. The project will also
help strengthen tax assessment and collection procedures for statutory royalties,
license fees, income, dividend, and other direct and indirect taxes. The objective
would be to increase fiscal revenues from mining to US$ 30-45 million per year by
2010.
2) Set-up of a competitive legal and regulatory framework for mining:

(@ Number of investment agreements signed at the end of the project.
Principal output indicators:

- New mining code and its regulations fully enacted 6 months after project
effectiveness.

_ - At least two new mining investment agreements signed at the end of the
project.

3) Set-up of a modern and efficient public mining institutions:
@ Average number of days to issue a mining title.
(b) Number of staff trained by the project.
Principal output indicators:
- Computerized mining cadastre fully operational by mid-term review.

- At least 3 Provincial delegations of the Mining Directorate fully
operational at the end of the project.

4)  Setthe base for the creation of an Environmental and Social Management for
Mining:

(@ Interministerial coordination arrangements - namely with the Ministry of
Environmental Coordination (MICOA) and Ministry of Agriculture and Fisheries - for the
environmental management of the sector.

(b) Number of baseline studies and environmental audits available at the end
of the project.

(0) Average number of days to treat environmental applications for
exploration and mining permits.

(d) Application of consultative processes by the mid-term review.
Principal output indicators:

- Environmental regulations and detailed procedures for Environmental Impact
Assessments in mining jointly issued with MICOA 6 months after effectiveness.

- Environmental baseline database fully operational at the end of the project.

- Interface of the sector’'s databases with the corresponding databases
available in other ministries (MICOA, DINAGECA. etc.).

- 2 investment projects having adopted consultative procedures at the end of
the Project.

5) Improve Geological and Mining Information System:
@ Number of linear kilometers covered by new geophysics airborne survey.
(b) Number of geological maps published.
(c) Number of geochemical analysis done.

Principal output indicators:

- Complete coverage of the areas with strong mineral potential with geophysics



maps.

- Complete coverage of the areas with strong mineral potential with geological
maps at the 1:250,000 scale.

- Geoscientific database fully operational at the end of the project.
6) Poverty alleviation in small-scale and artisanal mining areas:
@) Number of artisanal miners legally registered.

(b) Increase in the declared production in legally-established artisanal
mining areas.

(c) Decrease in the number of declared diseases among the affected
population.

Principal output indicators:
- At least 3 social assessments produced on artisanal mining areas.
- At least 3 environmental audits produced on artisanal mining areas.

- HIV/IAIDS awareness campaigns conducted in at least 3 artisanal mining areas.



