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CREDI T NUMBER 3447 UNI

Proj ect Agreenent

(Communi ty Based Poverty Reduction Project)

bet ween

| NTERNATI ONAL DEVELOPMENT ASSOCI ATl ON

and

CRCSS RI VER STATE OF NI GERI A

Dated April 20, 2001

CREDI T NUMBER 3447 UNI

PROIECT AGREEMENT

AGREEMENT, dated April 20, 2001, between | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
(the Association) and CROSS Rl VER STATE OF NI GERI A (CROSS RI VER STATE) .

WHEREAS (A) by the Devel opment Credit Agreement of even date herewith between
The Federal Republic of Nigeria (the Borrower) and the Association, the Association
has agreed to nmake available to the Borrower an anount in various currencies
equivalent to forty-seven nmillion Special Drawi ng Rights (SDR 47,000, 000), on the
ternms and conditions set forth in the Devel opnent Credit Agreenent, but only on
conditions that Cross River State agree to undertake such obligations toward the
Associ ation as are set forth in this Agreenent;

(B) by a subsidiary financing agreenent to be entered into between the
Borrower and Cross River State, part of the proceeds of the credit provided for under
the Devel opnent Credit Agreerment will be made available to Cross River State on the
terns and conditions set forth in the said Subsidiary Financing Agreenment; and

WHEREAS Cross River State, in consideration of the Association's entering into
the Devel opnent Credit Agreenment with the Borrower, has agreed to undertake the



obligations set forth in this Agreenent
NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
Definitions

Section 1.01. Unless the context otherw se requires, the several terns defined
in the Devel opment Credit Agreenent, the Preanble to this Agreenent and in the General
Condi tions (as so defined) have the respective neanings therein set forth.

ARTI CLE |1

Execution of the Project

Section 2.01. (a) Cross River State declares its commitment to the objectives of
the Project as set forth in Schedule 2 to the Devel opment Credit Agreement, and, to
this end, shall carry out the Project through the Cross River State Poverty Reduction
Agency with due diligence and efficiency and in confornmity with appropriate
adm nistrative, financial, engineering and conmunity devel opment practices, and shall
provide, or cause to be provided, pronptly as needed, the funds, facilities, services
and ot her resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Association and Cross River State shall otherw se agree, Cross River
State shall carry out the Project in accordance with the |nplenmentation Program set
forth in Schedule 1 to this Agreenent.

Section 2.02. Except as the Association shall otherw se 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
the Devel opnent Credit Agreenent.

Section 2.03. (a) Cross River State shall carry out the obligations set forth in
Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions (relating to
i nsurance, use of goods and services, plans and schedul es, records and reports,
mai nt enance and | and acqui sition, respectively) in respect of the Project Agreenent
and Part B of the Project.

(b) For the purposes of Section 9.06 of the General Conditions and without
limtation thereto, Cross R ver State shall:

(i) prepare, on the basis of guidelines acceptable to the Association
and furnish to the Association not later than six (6) months after
the dosing Date or such later date as may be agreed for this
pur pose between the Association and Cross River State, a plan for
the sustainability of the Project; and

(ii

i) afford the Association a reasonabl e opportunity to exchange vi ews
with Cross River State on the said plan.

Section 2.04. Wthout limtation to its obligations under Section 2.01 of this
Agreenment, the Borrower shall:

(a) open and thereafter maintain, until the conpletion of the Project, an
account (the Cross River Project Account) in Naira, in a commercial bank, on terns and
conditions satisfactory to the Association;

(b) promptly thereafter nake an initial deposit in Naira of an anpunt
equi val ent to US$60,000 (Initial Deposit) into such account to finance the Borrower’s
contribution to the Project;

(c) thereafter deposit into the Cross River Project Account by January 1 each



year during Project inplenentation such anobunts as shall be required and agreed upon
with the Association to tinmely replenish the Cross River Project Account back to the
anmount of the initial deposit referred to in paragraph (b); and

(d) use the funds in the Cross River Project Account exclusively to finance
expendi tures under the Project.

Cross River State shall duly performall its obligations under the Subsidiary

Fi nanci ng Agreement. Except as the Association shall otherw se agree, Cross River
State shall not take or concur in any action which would have the effect of anending
abrogating, assigning or waiving the Subsidiary Financing Agreement or any provision
t her eof .

Section 2.05. (a) Cross River State shall, at the request of the Association,
exchange views with the Association with regard to the progress of the Project, the
perfornmance of its obligations under this Agreenent and under the Subsidiary Financing
Agreement, and other matters relating to the purposes of the Credit.

(b) Cross River State shall pronptly informthe Association of any condition
which interferes or threatens to interfere with the progress of the Project, the
acconpl i shnment of the purposes of the Credit, or the perfornance by Cross River State
of its obligations under this Agreement and under the Subsidiary Financing Agreenent.

ARTICLE |11
Fi nanci al Covenants

Section 3.01. (a) Cross River State shall establish and thereafter naintain a
financi al managenment system including records and accounts, and prepare financia
statenents, all in accordance with accounting standards acceptable to the Association
consistently applied, adequate to reflect its operations and financial condition and
to register separately the operations, resources and expenditures related to the
Proj ect .

(b) Cross River State shall

(i) have its records, accounts and financial statements (bal ance
sheets, statements of incone and expenses and rel ated statenents)
for each fiscal year audited, in accordance with auditing
standards acceptable to the Association, consistently applied, by
i ndependent auditors acceptable to the Association;

(ii) furnish to the Association as soon as avail able, but in any case
not later than six nmonths after the end of each such year: (A)
certified copies of the financial statenments referred to in
paragraph (a) of this Section, for such year as so audited; and
(B) an opinion on such statenments and report of such audit, by the
said auditors, of such scope and in such detail as the
Associ ation shall have reasonably requested; and

(iii) furnish to the Association such other information concerning such
records, accounts and financial statements, and the audit thereof,

and concerning the said auditors, as the Association may fromtime

to time reasonably request.

Section 3.02. Wthout limtation upon the provisions of Section 4.01 of this
Agreenment, Cross River State shall carry out a tine-bound action plan acceptable to
the Association for the strengthening of the financial managenent systemreferred to
in paragraph (a) of the said Section 4.01 in order to enable Cross River State, not
|l ater than June 30, 2002, or such |later date as the Association shall agree, to
prepare quarterly Project managenment reports, acceptable to the Association, each of
whi ch:

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



report, and projected sources and applications of funds for the
Project for the six-nmonth period follow ng the period covered by
the said report; and (B) shows separately expenditures financed
out of the proceeds of the Credit during the period covered by the
said report and expenditures proposed to be financed out of the
proceeds of the Credit during the six-nonth period follow ng the
period covered by the said report;

(ii) (A) describes physical progress in Project inplenentation, both
cunul atively and for the period covered by the said report; and
(B) expl ains variances between the actual and previously forecast
i mpl enentation targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of the
Credit, as at the end of the period covered by the said report.

(b) Upon the conpletion 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 cal endar quarter a Project Managenent Report for such period.

ARTI CLE IV

Ef fective Date; Ternination;
Cancel | ati on and Suspensi on

Section 4.01. This Agreenent shall come into force and effect on the date upon
whi ch the Devel opnent Credit Agreement becones effective.

Section 4.02. (a) This Agreenent and all obligations of the Association and of
Cross River State thereunder shall terminate on the earlier of the follow ng two
dat es:

(i) the date on which the Devel opnent Credit Agreement shall terminate
in accordance with its terns; or

(ii) the date 20 years after the date of this Agreenent.

(b) If the Devel opnent Credit Agreenment termnates in accordance with its
terns before the date specified in paragraph (a) (ii) of this Section, the Association
shall pronptly notify Cross River State of this event.

Section 4.03. Al the provisions of this Agreenent shall continue in full force
and effect notw thstanding any cancel | ati on or suspension under the Ceneral
Condi ti ons.

ARTI CLE V
M scel | aneous Provi si ons

Section 5.01. Any notice or request required or permtted to be given or nade
under this Agreenent and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deemed to have been
duly given or nmade when it shall be delivered by hand or by nmil, telegram cable
telex or facsimle to the party to which it is required or pernitted to be given or
made at such party’s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or making such
request. The addresses so specified are:

For the Associ ation:
I nternational Devel opnent Association

1818 H Street, N W
Washi ngton, D.C. 20433



United States of Anmerica

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

For Cross River State :

The Gover nor

Governnent of Cross River State
O fice of the Governor

Cal abar

Cross River State

Ni geria

Facsim | e:

(234) 87 238383

Section 5.02. Any action required or pernmitted to be taken, and any docunent
required or permitted to be executed, under this Agreenment on behal f of Cross River
State nay be taken or executed by the Governor or such other person or persons as the
Governor shall designate in witing, and Cross River State shall furnish to the
Associ ation sufficient evidence of the authority and the authenticated speci nen
signature of each such person.

Section 5.03. This Agreenent nmay be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrunent.

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective names in
Abuj a, Federal Republic of N geria, as of the day and year first above witten.

| NTERNATI ONAL DEVELOPMENT ASSOC!I ATl ON

By /s/ Mark D. Tonlinson
Acting Regional Vice President
Africa

CRCSS RI VER STATE OF NI GERI A

By /s/ Sam Anani
Aut hori zed Representative

SCHEDULE 1
| mpl erent ati on Program

1. Cross River State and SAPR shall carry out Part B of the Project in accordance
with the provisions of the PIM and shall not anend or waive any provision thereof
whi ch, in the opinion of the Association, will materially or adversely affect the



i mpl enentation of the Project.
2. Cross River State shall through SAPR

(a) mai ntain policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators satisfactory to the
Associ ation, the carrying out of the Project and the achi evenrent of the objectives
t her eof ;

(b) prepare, under termnms of reference satisfactory to the Association, and
furnish to the Association, on or about March 31, 2003, a report integrating the
results of the nonitoring and eval uation 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 the said report and setting out the neasures
recommended to ensure the efficient carrying out of the Project and the achi evenment of
the objectives thereof during the period followi ng such date; and

(c) review with the Association, by Septenber 30, 2003, or such later date
as the Association shall request, the report referred to in paragraph (b) of this
Section, and, thereafter, take all neasures required to ensure the efficient
conpl etion of the Project and the achi evenent 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.

3. Eligibility Criteria for Mcro-projects

Wthout limtation on the provisions of paragraph 1 above, no M cro-project
shall be eligible for financing out of the proceeds of the Credit unless SAPR shall
have deternined, on the basis of an appraisal conducted in accordance with the
guidelines set forth in the PIM that the Mcro-project satisfies the eligibility
criteria specified in nore detail in the PIM which shall include the foll ow ng:

~ (a)  the Mcro-project shall be for social and econonic infrastructure and
services, including primary health, basic education, rural water supply, feeder roads,
and the construction of markets and granari es;

(b) the Mcro-project shall be initiated by a Beneficiary duly represented by
a comunity based organizati on;

(c) the Mcro-project shall be economically, financially and technically
viable in accordance with the standards specified in the PIM

(d) except as the Association shall otherw se agree, the Beneficiary shall
provide not |less than 10% of the estimated costs of the Mcro-project in the form of
cash, materials, |abor or other services; and

(e) the Mcro-project shall be in conpliance with the standards set forth in
the applicable aws of the Borrower relating to health, safety and environnental
protection.

4. Terms and Conditions of Community Subprojects Gants

In financing Mcro-projects, SAPR shall enter into a G ant Agreenent with the
Beneficiary, under terns and conditions which shall include the follow ng:

(a) financing to be on a grant basis and, unless otherwi se agreed with the

Associ ation, not to exceed the equival ent of $50,000 per G ant;

(b) the obligation to carry out the Mcro-project in accordance with the PIM
with due diligence and efficiency and in accordance with sound technical, financial,
environment al and manageri al standards and to maintain adequate records to reflect, in
accordance with sound accounting practices, the operations, resources and expenditures
in respect of the Mcro-project;



(c) the requirenent that: (i) the goods, works and services to be financed
fromthe proceeds of the Credit shall be procured in accordance with the procedures
set forth in Schedule 3 to the Devel opment Credit Agreenent; and (ii) such goods,
wor ks and services shall be used exclusively in the carrying out of the M cro-project;

(d) the right of SAPR to inspect by itself, or jointly with the Associ ati on,
if the Association shall so request, the goods, works, sites, plants and construction
included in the Mcro-project the operations thereof and any rel evant records and
docunent s;

(e) the right of SAPR to obtain all information as SAPR or the Association
shall reasonably request regarding the adm nistration, operation and financi al
conditions of the Mcro-project; and

(f) the right of SAPR to suspend or termnate the right of the Beneficiary to
use the proceeds of the Credit for the Mcro-project upon the failure by the
Beneficiary to performany of its obligations under the G ant Agreenent.



