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AND DEVELOPMENT

Dated July 6, 2001

LOAN NUMBER 4616 RO
LOAN AGREEMENT

AGREEMENT, dated July 6, 2001, between ROVANI A (the Borrower) and | NTERNATI ONAL
BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank).

(A the Borrower intends to contract: (i) a grant (the DFID Grant) in a
princi pal amount of $970, 000 equivalent fromthe United Kingdomon the ternms and
conditions set forth in an agreenent to be entered into between the British Departnment
for International Devel opnent (DFID) and the Borrower (the DFID Grant Agreenent);

(ii) agrant (the EU Grant) in a principal amunt of $4,700,000 equivalent fromthe
Eur opean Union (EU) on the terns and conditions set forth in an agreenent to be
entered into between the European Union and the Borrower (the EU G ant Agreenent); and
(iii) a grant (the CIDA Grant) in a principal anount of $580,000 equivalent fromthe
Canadi an I nternational Devel opment Agency (CIDA) on the terns and conditions set forth
in an agreenent to be entered into between CIDA and the Borrower (the ClDA G ant
Agreement).

(B) the Borrower, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreenent (the Project), has requested
the Bank to assist in the financing of the Project; and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terns and conditions set forth in this
Agr eenent ;



NOW THEREFORE t he parties hereto hereby agree as foll ows:
ARTI CLE |
Ceneral Conditions; Definitions

Section 1.01. The "CGeneral Conditions Applicable to Loan and Guarantee
Agreenments for Single Currency Loans" of the Bank, dated May 30, 1995 (as anended
through Cctober 6, 1999) (the General Conditions) constitute an integral part of this
Agr eenent .

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
nmeani ngs:

(a) "ANOFM' neans Agentia Nationala Pentru Ccuparea Fortei de Minca, the
Borrower’s National Agency for Enploynent established pursuant to the Law No. 145/1998
as anended through Decenber 30, 2000, or any |egal successor thereto;

(b) "CGAS" neans Comi sia Guvernanental a Anti-Saracie, the Governnental
Anti-Poverty Conmi ssion established pursuant to the Prinme Mnister’s Resolution No. 8,
dated March 26, 2001, or any |legal successor thereto;

(c) "CNPAS" neans Casa Nationala De Pensii @i Alte Drepturi De Asigurari
Soci al e, the National House of Pensions and Ot her Social |nsurance Rights, the
Borrower’s agency, established pursuant to the Pension Law No. 19/2000, or any | egal
successor thereto;

(d) "Eligible Categories" neans categories (1) through (4), set forth in the
table in Part A 1 of Schedule 1 to this Agreenent;

(e) "Eligible Expenditures" nmeans the expenditures for goods, services and
M cro-credits under the Project referred to in Section 2.02 of this Agreenent;

(f) "Lei" means the currency of the Borrower;

g "LRP" means the Labor Redepl oynent Programto be carried under Part C. 1
of the Project;

(h) "LRP Operational Manual" means the manual, setting forth the operational
and adm ni strative procedures for carrying out the Labor Redepl oynent Program (LRP)
under Part C. 1 of the Project, dated April 18, 2001, as such manual may be anended
fromtine to tine upon the agreement with the Bank;

(i) "LRP Service Provider" neans an entity eligible, in accordance with the
criteria set forth in the LRP Operational Manual, to provide | abor redepl oyment
services under Part C. 1 of the Project;

j "Mcro-credit" neans a credit nade or proposed to be nade by a
M cro-credit Service Provider to a Beneficiary for the carrying out of a M cro-project
under Part C.2 of the Project;

(k) "Mcro-Credit Adnministration Agreenent"” means the agreenent to be entered
into between the Borrower, through MVSS, and a Mcro-credit Service Provider pursuant
to paragraph 8 of Schedule 5 to this agreenent on terns and conditions consistent with
the provisions of the Mcro-credit Cuidelines;

(1) "Mcro-credit Agreenent" means an agreenment to be entered into between a
M cro-credit Service Provider and a Beneficiary for the purposes of Part C. 2 of the
Proj ect;

(m "Mcro-credit Fund" nmeans a fund referred to in paragraph 8(c) of



Schedule 5 to this Agreenent;

(n) "Mcro-credit Cuidelines" neans the guidelines referred to in Part A 3(c)
of Schedule 1 to this Agreenent, setting forth the operational and adm nistrative
procedures for provision of Mcro-credits under Part C.2 of the Proj ect, as such
gui del i nes may be anended fromtine to tine upon the agreement with the Bank;

(o) "Mcro-credit Service Provider" neans an entity eligible, in accordance
with the criteria set forth in the OG No. 40/2000 and the Mcro-credit Guidelines, to
provide Mcro-credits to Beneficiaries under Part C. 2 of the Project;

(p) "M cro-Project" neans a specific project or investment under Part C 2 of
the Project, which is proposed to be carried out by a Beneficiary utilizing a
Mcro-credit;

"MVBS" neans the Borrower’'s Mnistry of Labor and Social Solidarity, or
any | egal successor thereto;

(r) "OG No. 40/2000" neans the Governnent’'s Ordi nance No. 40 on the
Accreditation of Credit Agencies in Order to Administer the Funds for Granting
M cro-credits, dated January 30, 2000;

(s) "PCU'" means the Project Coordination Unit established under MVBS, or any
| egal successor thereto;

(t) "Proj ect Managenent Report" means each report prepared in accordance with
Section 4.02 of this Agreenent;

(u) "PSC' means the Pension Supervision Comr ssion to be established pursuant
to paragraph 4 of Schedule 5 to this Agreenent;

(v) "Service Providers" nmeans collectively Mcro-credit Service Providers and
LRP Service Providers; and

"Speci al Account" means the account referred to in Part B of Schedule 1
to this Agreenent.

ARTI CLE 11
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Loan Agreenent, an amount equal to fifty
mllion Dollars ($50,000, 000).

Section 2.02. The amount of the Loan may be withdrawn fromthe Loan Account in
accordance with the provisions of Schedule 1 to this Agreenent for: (a) anounts paid
(or, if the Bank shall so agree, to be paid) by the Borrower on account of wi thdrawals
made by a Beneficiary under a Mcro-credit to neet the reasonabl e cost of goods, works
and services required for the Mcro-project in respect of which the withdrawal from
the Loan Account is requested; and (b) expenditures nmade (or, if the Bank shall so
agree, to be made) in respect of the reasonabl e cost of goods and services required
for the Project and to be financed out of the proceeds of the Loan.

Section 2.03. The Cosing Date shall be June 30, 2006, or such later date as the
Bank shall establish. The Bank shall pronptly notify the Borrower of such |ater date.

Section 2.04. The Borrower shall pay to the Bank a fee in an anount equal to one
percent (1% of the amount of the Loan.

Section 2.05. The Borrower shall pay to the Bank a conm tnent charge at the rate
of three-fourths of one percent (3/4 of 1% per annumon the principal anount of the



Loan not withdrawn fromtine to tine.

Section 2.06. (a) The Borrower shall pay interest on the principal anpbunt of the
Loan withdrawn and outstanding fromtinme to tine, at a rate for each Interest Period
equal to LIBOR Base Rate plus LIBOR Total Spread.

(b) For the purposes of this Section:

(i) "Interest Period" means the initial period fromand including
the date of this Agreenent to, but excluding, the first
Interest Paynment Date occurring thereafter, and after the
initial period, each period fromand including an Interest
Paynent Date to, but excluding the next follow ng Interest
Payment Date.

i) "Interest Paynment Date" means any date specified in Section
.07 of this Agreenent.

(iii) "LIBOR Base Rate" nmeans, for each Interest Period, the London
interbank offered rate for six-nonth deposits in U S. dollars
for value the first day of such Interest Period (or, in the
case of the initial Interest Period, for value the Interest
Paynent Date occurring on or next preceding the first day of such
Interest Period), as reasonably determ ned by the Bank and expressed as
a percentage per annum

(iv) "LIBOR Total Spread" means, for each Interest Period: (A
three-fourths of one percent (3/4 of 1% ; (B) minus (or plus)
the wei ghted average margin, for such Interest Period, below
(or above) the London interbank offered rates, or other

reference rates, for six-nonth deposits, in respect of the Bank’ s
out st andi ng borrow ngs or portions thereof allocated by the Bank to
fund single currency |oans or portions thereof nade by it that include
the Loan; as reasonably determ ned by the Bank and expressed as a

per cent age per annum

(c) The Bank shall notify the Borrower of LIBOR Base Rate and LI BOR Tot al
Spread for each Interest Period, pronptly upon the determ nation thereof.

(d) Whenever, in light of changes in narket practice affecting the
determnation of the interest rates referred to in this Section 2.06, the Bank
determines that it is in the interest of its borrowers as a whole and of the Bank to
apply a basis for determining the interest rates applicable to the Loan other than as
provided in said Section, the Bank may nodify the basis for determ ning the interest
rates applicable to the Loan upon not |less than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall beconme effective on the expiry of the notice
period unless the Borrower notifies the Bank during said period of its objection
thereto, in which case said nodification shall not apply to the Loan.

Section 2.07. Interest and other charges shall be payable sem annually in
arrears on April 15 and Cctober 15 in each year

Section 2.08. The Borrower shall repay the principal anmount of the Loan in
accordance with the anortization schedule set forth in Schedule 3 to this Agreenent.

ARTICLE |11
Execution of the Project

Section 3.01. (a) The Borrower declares its conmitment to the objectives of the
Project, and, to this end, shall carry out the Project through MVSS with due diligence
and efficiency and in conformty with appropriate adnministrative, financial
techni cal, and environnental practices, and shall provide, promptly as needed, the
funds, facilities, services and other resources required for the Project.



(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Borrower through MVBS and the Bank shall otherw se agree, the
Borrower shall carry out the Project in accordance with the |Inplenentation Program set
forth in Schedule 5 to this Agreenent.

Section 3.02. (a) The Borrower undertakes that, unless the Bank shall otherw se
agree, Mcro-credits will be made in accordance with the procedures and on the terns
and conditions set forth or referred to in the OG No. 40/2000 and the provisions of
the Mcro-credit Cuidelines.

(b) The Borrower shall exercise its rights in relation to any M cro-project
in such manner as to: (i) protect the interests of the Bank and the Borrower; (ii)
conply with its obligations under this Agreenent; and (iii) achieve the purposes of
the Project.

Section 3.03. Except as the Bank shall otherw se agree, procurenent of the goods
and consultants’ services required for the Project and to be financed out of the
proceeds of the Loan shall be governed by the provisions of Schedule 4 to this
Agr eenent .

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 Bank, and furnish
to the Bank not later than six (6) nmonths before the Closing Date or such | ater date
as may be agreed for this purpose between the Borrower and the Bank, a plan for the
future operation of the Project; and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Borrower on said plan.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower through MVSS shall maintain a financial
managenent system including records and accounts, and prepare financial statements in
a format acceptable to the Bank, adequate to reflect the operations, resources and
expenditures related to the Project.

(b) The Borrower through MVBS shall:

(i) have the records, accounts and financial statements referred to
in paragraph (a) of this Section and the records and accounts
for the Special Account for each fiscal year audited, in
accordance with auditing standards acceptable to the Bank,
consistently applied, by independent auditors acceptable to the Bank;

(ii) furnish to the Bank as soon as avail able, but in any case not
later than six nonths 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
opi nion on such statenents, records and accounts and report of such
audit, by said auditors, of such scope and in such detail as the Bank

shal | have reasonably requested; and

(iii) furnish to the Bank such other information concerning such
records and accounts, and the audit thereof, and concerning
said auditors, as the Bank may fromtine to tinme reasonably
request .

(c) For all expenditures with respect to which withdrawals fromthe Loan
Account were nade on the basis of statenents of expenditure, the Borrower shall:



(i) maintain or cause to be naintained, in accordance with
paragraph (a) of this Section, records and separate accounts
refl ecting such expenditures;

(ii) retain, until at |east one year after the Bank has received the
audit report for the fiscal year in which the |last withdrawa
fromthe Loan Account was nade, all records (contracts, orders
invoices, bills, receipts and other docunments) evidencing such
expendi t ures;

(iii) enable the Bank'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 statenents of expenditure
submitted during such fiscal year, together with the procedures and
internal controls involved in their preparation, can be relied upon
to support the related w thdrawal s.

Section 4.02. (a) Wthout linmtation upon the provisions of Section 4.01 of this
Agreement, the Borrower through MVSS, shall carry out a tinme-bound action plan
acceptable to the Bank for the strengthening of the financial nanagement system
referred to in paragraph (a) of said Section 4.01 in order to enable the Borrower
through MMSS, not |ater than Decenber 31, 2002, or such later date as the Bank shal
agree, to prepare quarterly Project Management Reports, acceptable to the Bank, each
of whi ch:

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

Project for the six-nmonth period followi ng the period covered by
said report, and (B) shows separately expenditures financed out of
the proceeds of the Loan during the period covered by sai d report
and expendi tures proposed to be financed out of the proceeds of the Loan
during the six-nonth period follow ng the period covered by said
report;

(ii) (A) describes physical progress in Project inplenmentation, both
cumul atively and for the period covered by said report, and (B)
expl ai ns variances between the actual and previously forecast
i mpl ementation targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of
the Loan, as at the end of the period covered by 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 Bank, and furnish to the Bank not later than 45 days after the end of each
cal endar quarter a Project Managenent Report for such period.

ARTI CLE V
Renedi es of the Bank

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

(a) The OG 40/ 2000 shal| have been anended, suspended, abrogated, repeal ed or
wai ved so as to affect materially and adversely the ability of the Borrower to perform
any of its obligations under this Agreement, or the ability of Mcro-credit Service
Providers to carry out their activities under Part C 2 of the Project.

(b) The LRP Operational Manual shall have been anended, suspended, abrogated



repeal ed or waived without prior approval of the Bank.

(c) The Mcro-credit Cuidelines shall have been amended, suspended,
abrogated, repeal ed or waived without prior approval of the Bank.

(d) The DFID Grant Agreenent, the EU Grant Agreenent and the Cl DA G ant
Agreenment shall have failed to becone effective by March 31, 2002, or such |ater date
as the Bank nmy agree; provided, however, that the provisions of this paragraph shall
not apply if the Borrower establishes to the satisfaction of the Bank that adequate
funds for the Project are available to the Borrower from other sources on ternms and
conditions consistent with the obligations of the Borrower under this Agreenent.

(e) (i) Subj ect to subparagraph (ii) of this paragraph, the right of
the Borrower to withdraw the proceeds of the DFID Grant, or the
EU G ant, or the CIDA G ant nade to the Borrower for the
financing of the Project shall have been suspended, cancel ed or
termnated in whole or in part, pursuant to the terns of the DFI D
Grant Agreenent, or the EU Grant Agreenent, or the CIDA G ant
Agreement, respectively.

(ii) Subpar agraph (i) of this paragraph shall not apply if the
Borrower establishes to the satisfaction of the Bank that: (A)
such suspension, cancellation or termnation is not caused by

the failure of the Borrower to performany of its obligations under
the DFID Grant Agreenent, or the EU G ant Agreenent, or t he Cl DA
Grant Agreenent, respectively; and (B) adequate funds for the
Project are available to the Borrower from other sources on
ternms and conditions consistent with the obligations of the Borrower

under this Agreenent.

Section 5.02. Pursuant to Section 7.01 (k) of the General Conditions, the
followi ng additional event is specified, nanely, that any event specified in
paragraphs (a), (b) and (c) of Section 5.01 of this Agreenent shall have occurred.

ARTI CLE VI
Term nation

Section 6.01. The date 120 days after the date of this Agreenent is hereby
specified for the purposes of Section 12.04 of the General Conditions.

ARTI CLE VI'|
Representative of the Borrower; Addresses

Section 7.01. The Mnister of Public Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the Ceneral Conditions:

For the Borrower:
M nistry of Public Finance
17, Apol odor Street
Buchar est
Ronmani a
Tel ex: Facsim | e:
11239 401 312 6792
For the Bank:

International Bank for



Reconstruction and Devel opnent
1818 H Street, N W
Washi ngton, D.C. 20433
United States of Anerica

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

I'N WTNESS WHEREOF, the parties hereto, acting through their duly authorized

representatives, have caused this Agreenent to be signed in their respective nanmes in
Bucharest, Romania, as of the day and year first above witten.

A
1

procee

ROVANI A

By /s/ Mhai N colae Tanasescu
Aut hori zed Representative

I NTERNATI ONAL BANK FCOR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Andrew N. VorKkink
Country Director
South Central Europe Country Unit
Europe and Central Asia

SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

Gener al

The table below sets forth the Categories of itens to be financed out of the

ds of the Loan, the allocation of the anounts of the Loan to each Category and

the percentage of expenditures for itenms so to be financed in each Category:

(D

(2)

(3)

(4)
(5)

Anmount of the

Loan Al l ocat ed % of
(Expressed i nExpendi tures
Cat egory Dol | ars) to be Financed
Goods 100% of foreign
(a) for Part B (2) 1, 200, 000 expendi t ures,
of the Project 100% of | ocal
expendi t ur es
(b) for other Parts 12,000,000 (ex-factory cost)
of the Project and 84% of | ocal

expendi tures for other
itens procured locally

Consul tants’ Services 3, 080, 000 100%
and Trai ni ng

(except for Part B (4)

of the Project)

Labor Redepl oynent 20, 000, 000 100%
Servi ces

Mcro-credits 12, 000, 000 100%
Unal | ocat ed 1, 720, 000



TOTAL 50, 000, 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" nmeans expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower; and

(c) the term "l abor redepl oyment services" means services provided by the LRP
Service Providers under Part C.1 of the Project, including retraining, on-the-job
training, provision of tenporary enploynent, enploynent counseling, and services of
busi ness devel oprment i ncubators

3. Not wi t hst andi ng the provisions of paragraph 1 above, no wi thdrawals shall be
made:

(a) in respect of expenditures under Categories (1), (2), (3) and (4) set
forth in the table of Part A1 of this Schedule until the fee referred to in Section
2.04 of this Agreenent has been paid;

(b) in respect of expenditures under Category 1(a) unless the Borrower
through MMSS has submitted to the Bank satisfactory evidence that PSC referred to in
paragraph 4 of Schedule 5 to this Agreenment has been legally established; and

(c) in respect of expenditures under Category (4) unless: (i) Mcro-credit
Gui del i nes, satisfactory to the Bank, have been approved by the Borrower; and (ii) a
M cro-credit Adm nistration Agreenent, satisfactory to the Bank, has been executed
bet ween MVSS on behal f of the Borrower and the Mcro-credit Service Provider in
respect of a particular Mcro-credit Fund for which the Borrower has requested a
wi t hdr awal .

4. The Bank may require withdrawal s fromthe Loan Account to be made on the basis
of statenents of expenditure for expenditures for: (a) Mcro-credits under Part C 2 of
the Project; (b) goods under contracts costing | ess than $100, 000 equi val ent each; (c)
consul tants’ services under contracts with consulting firnms costing |less than $100, 000
equi val ent each; (d) consultants’ services under contracts with individual consultants
costing |l ess than $50,000 equival ent each; (e) training; and (f) |abor redepl oyment
services under contracts costing | ess than $50,000 equival ent each, all under such
terms and conditions as the Bank shall specify by notice to the Borrower.

B. Speci al Account

1. The Borrower through MVBS shall open and naintain in Dollars a special deposit
account in a comercial bank, on terms and conditions satisfactory to the Bank,
i ncl udi ng appropriate protecti on agai nst set-off, seizure and attachment.

2. After the Bank has received evidence satisfactory to it that the Special Account
has been opened, w thdrawals fromthe Loan Account of anpunts to be deposited into the
Speci al Account shall be made in accordance with the provisions of the Annex to this
Schedul e 1.

3. Paynents out of the Special Account shall be made exclusively for Eligible
Expendi tures. For each payment nade by the Borrower out of the Special Account, the
Borrower shall, at such tinme as the Bank shall reasonably request, furnish to the Bank

such docunents and ot her evidence showi ng that such paynent was nmade excl usively for
El i gi bl e Expendi tures.

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

(a) if the Bank deternmines at any time that all further withdrawal s shoul d be



made by the Borrower directly fromthe Loan Account; or

(b) if the Borrower shall have failed to furnish to the Bank within the
period of time specified in Section 4.01 (b)(ii) of this Agreenent, any of the audit
reports required to be furnished to the Bank 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 w thdrawal s were nade on
the basis of statenents of expenditures.

5. The Bank shall not be required to nake further deposits into the Special Account
in accordance with the provisions of Part B.2 of this Schedule if, at any tinme, the
Bank shall have notified the Borrower of its intention to suspend in whole or in part
the right of the Borrower to nake withdrawals fromthe Loan Account pursuant to
Section 6.02 of the General Conditions. Upon such notification, the Bank shal
determine, in its sole discretion, whether further deposits into the Special Account
may be made and what procedures should be followed for maki ng such deposits, and shal
notify the Borrower of its determ nation.

6. (a) If the Bank determines at any time that any paynment out of the Specia
Account was made for an expenditure which is not an Eligible Expenditure, or was not
justified by the evidence furnished to the Bank, the Borrower shall, pronmptly upon

notice fromthe Bank, provide such additional evi dence as the Bank nay request, or
deposit into the Special Account (or, if the Bank shall so request, refund to the
Bank) an anopunt equal to the anmpunt of such paynent. Unless the Bank shall otherw se
agree, no further deposit by the Bank into the Special Account shall be made until the
Borrower has provi ded such evidence or nade such deposit or refund, as the case may
be.

(b) If the Bank determines at any tine that any anmount outstanding in the
Speci al Account will not be required to cover paynents for Eligible Expenditures
during the six-nonth period followi ng such deternination, the Borrower shall, pronptly

upon notice fromthe Bank, refund to the Bank such outstandi ng anount.

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

(d) Ref unds to the Bank made pursuant to sub-paragraph (a), (b) or (c) of
this paragraph 6 shall be credited to the Loan Account for subsequent w thdrawal or
for cancellation in accordance with the provisions of the Loan Agreenent.

Annex to SCHEDULE 1

Oper ation of Special Account
1. For the purposes of this Annex:

The term "Authorized Allocation" neans an anmount equival ent to $4, 000,000 to be
wi thdrawn fromthe Loan Account and deposited into the Special Account pursuant to
paragraph 2 of this Annex; provided, however, that unless the Bank shall otherw se
agree, the Authorized Allocation shall be limted to an anount equivalent to
$1, 000, 000 until the aggregate amount of w thdrawals fromthe Loan Account, plus the
total anount of all outstanding special commitments entered into by the Bank pursuant
to Section 5.02 of the General Conditions shall equal or exceed the equival ent of
$4, 000, 000.

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

(a) For withdrawal s of the Special Account’s Authorized Al location, the
Borrower shall furnish to the Bank a request or requests for deposit into the Special
Account of an anpbunt or anopunts which in the aggregate do not exceed the Authorized
Al ocation. On the basis of each such request, the Bank shall, on behalf of the
Borrower, withdraw fromthe Loan Account and deposit into the Special Account such
anount as the Borrower shall have requested.



(b) For repl eni shment of the Special Account, the Borrower shall furnish to
the Bank requests for deposit into the Special Account at such intervals as the Bank
shal|l specify. Prior to or at the time of each such request, the Borrower shall
furnish to the Bank the documents and ot her evidence required pursuant to Part B.3 of
Schedule 1 to this Agreenent for the paynent or paynents in respect of which
repl eni shnent is requested. On the basis of each such request, the Bank shall, on
behal f of the Borrower, wi thdraw fromthe Loan Account and deposit into the Special
Account such anpunt as the Borrower shall have requested and as shall have been shown
by said documents and ot her evidence to have been paid out of the Special Account for
El i gi bl e Expendi tures. Each such deposit into the Special Account shall be wi thdrawn
by the Bank fromthe Loan Account under one or nore of the Special Account’s Eligible
Cat egori es.

3. The Bank shall not be required to nake further deposits into the Specia
Account, once the total unw thdrawn anpbunt of the Loan mi nus the total anmpunt of al
out st andi ng special commtnents entered into by the Bank pursuant to Section 5.02 of
the General Conditions shall equal the equivalent of tw ce the anpbunt of the Special
Account’s Authorized Al location. Thereafter, withdrawal fromthe Loan Account of the
remai ni ng unwi t hdrawn amount of the Loan shall foll ow such procedures as the Bank
shal|l specify by notice to the Borrower. Such further withdrawal s shall be nmade only
after and to the extent that the Bank shall have been satisfied that all such anmounts
remai ni ng on deposit in the Special Account as of the date of such notice will be
utilized in maki ng paynments for Eligible Expenditures

SCHEDULE 2
Description of the Project

The objectives of the Project are: (i) to inprove the Borrower’s capacity in
policy devel opnment, nonitoring and evaluation in the areas of poverty reduction and
social protection; (ii) to support a social insurance systemreform including the
devel oprment of a multi-pillar pension system (iii) to facilitate |abor market
adj ust ment and i cro-busi ness devel opnent; and (iv) to strengthen the socia
assi stance system

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Bank may agree upon fromtime to time to achieve such
obj ecti ves:

Part A Pol i cy Devel opnent, Monitoring and Eval uation

1. Est abl i shment of CGAS within the Prime Mnister’s office through: (a) technical
assi stance and training; (b) office furniture and equi pnent, hardware and software,
supplies and library devel opnent; and (c) the carrying out of policy studies.

2. Provision of training, office furniture and equi pnent, hardware and software,
supplies, library devel opnment and studies for the institutional building of the MVSS
and policy devel opment, nonitoring, and eval uation capacity for social protection

3. Provi sion of office furniture and equi pnent, hardware and software, training
and audit services to the PCU.

Part B: Soci al | nsurance System Reform

1. Strengthening the capacity of the CNPAS, through: (a) refurbishnment of offices
(b) provision of office equipnment, software and hardware; and (c) provision of
techni cal assistance and trai ning.

2. Est abl i shment of the PSC, including: (a) refurbishnent of facilities; (b)
devel oprment of regul ati ons, operating procedures, software and hardware systens; (c)
acqui sition of office equipnent; and (d) staff training

3. Provi sion of office and nedi cal equi pnment, software and hardware and training
for enhancing the capacity of the National Institute for Medical Expertise and Wrk



Capacity Recovery and nedi cal expertise |ocal offices of CNPAS.

4. Provi sion of technical assistance and training for the devel opnent of a Nationa
Qccupational |1l ness and Injury |Insurance Fund

Part C Labor Market Adjustnment

1. I mpl ement ati on of the Labor Redepl oynent Program (LRP) through: (a) provision of
| abor redepl oyment services; and (b) technical assistance for the supervision thereof.
2. Provision of Mcro-credits to Beneficiaries by Mcro-credit Service Providers
and provision of technical assistance for the supervision thereof.

Part D: Soci al Assi stance Strengthening

1 Assi stance to social assistance offices at the central and | ocal |evel,

including: (a) refurbishnent of their offices and provision of office equipnent; (b)
provi sion of information technol ogy; and (c) technical assistance to el aborate the
institutional framework for social assistance; and (d) inplenentation of pilot social
assistance initiatives.

2. Devel opnent of training capacity within the MVBS, preparation of the curricul um
for staff at all levels of the social assistance systemand the coordination and
delivery of training prograns.

3. Devel opnent of the public relations capacity of the MVMSS at the central and
I ocal level through training, and the preparation and di ssem nation of materials.

* % x
The Project is expected to be conpl eted by Decenber 31, 2005
SCHEDULE 3
Anortization Schedul e

Paynment of Principa

Dat e Payment Due (Expressed in Dol lars)*
Cct ober 15, 2005 1, 295, 000
April 15, 2006 1, 335, 000
Cct ober 15, 2006 1, 375, 000
April 15, 2007 1, 415, 000
Cct ober 15, 2007 1, 460, 000
April 15, 2008 1, 505, 000
Cct ober 15, 2008 1, 550, 000
April 15, 2009 1, 595, 000
Cct ober 15, 2009 1, 645, 000
April 15, 2010 1, 690, 000
Cct ober 15, 2010 1, 745, 000
April 15, 2011 1, 795, 000
Cct ober 15, 2011 1, 850, 000
April 15, 2012 1, 905, 000
Cct ober 15, 2012 1, 960, 000
April 15, 2013 2,020, 000
Cct ober 15, 2013 2, 080, 000
April 15, 2014 2,145, 000
Cct ober 15, 2014 2,210, 000
April 15, 2015 2,275, 000
Cct ober 15, 2015 2, 340, 000
April 15, 2016 2,415, 000
Cct ober 15, 2016 2, 485, 000
April 15, 2017 2, 560, 000
Cct ober 15, 2017 2, 635, 000

ril 15, 2018 2, 715, 000
Ap




* The figures in this colum represent the amount in Dollars to be repaid, except
as provided in Section 4.04 (d) of the General Conditions.

SCHEDULE 4
Procur enent
Section |. Procurenent of Goods
Part A Gener al

Goods shall be procured in accordance with the provisions of Section | of the
"CQui delines for Procurenent under |IBRD Loans and | DA Credits" published by the Bank in
January 1995 and revised in January and August 1996, Septenber 1997 and January 1999
(the CGuidelines) and the follow ng provisions of Section | of this Schedul e.

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

Gui del i nes 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) G oupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in bid packages
estimated to cost $100, 000 equi val ent or nore each.

(b) Preference for donestically nmanufactured goods

The provisions of paragraphs 2.54 and 2.55 of the CQuidelines and Appendi x 2
thereto shall apply to goods nanufactured in the territory of the Borrower.

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

Contracts for furniture estinmated to cost |ess than $200,000 but nore than
$50, 000 per contract, up to an aggregate anount not to exceed $810, 000 equi val ent, may
be procured under contracts awarded in accordance wi th the provisions of paragraphs
3.3 and 3.4 of the CGuidelines.

2. I nternational Shopping

Goods, other than furniture, estimated to cost |ess than $100, 000 equi val ent per
contract, up to an aggregate anmount not to exceed $985, 000 equival ent, may be procured
under contracts awarded on the basis of international shopping procedures in
accordance with the provisions of paragraphs 3.5 and 3.6 of the Cuidelines.

3. Nat i onal Shoppi ng

Goods estimated to cost |ess than $50, 000 equi val ent per contract, up to an
aggregate anount not to exceed $155, 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.

Part D: Revi ew by the Bank of Procurement 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 Bank for its review and
approval, in accordance with the provisions of paragraph 1 of Appendix 1 to the
Gui del i nes. Procurenment of all goods shall be undertaken in accordance w th such
procurement plan as shall have been approved by the Bank, and with the provisions of
sai d paragraph 1.

2. Prior Review

(a) Wth respect to: (i) each contract for goods exceeding the equival ent of
$100, 000 per contract; and (ii) the first three contracts for furniture procured in
accordance with the provisions of Part C.1 of this Section, the procedures set forth
in paragraphs 2 and 3 of Appendix 1 to the Guidelines shall apply.

(b) Wth respect to: (i) the first contract for goods procured in accordance
with the provisions of Part C. 2; and (ii) the first contract for goods procured in
accordance with the provisions of Part C.3 to this Section, the foll owi ng procedures
shal | apply:

(i) prior to the selection of any supplier under shopping
procedures, the Borrower shall provide to the Bank a report on
the conpari son and eval uati on of quotations received

(ii) prior to the execution of any contract procured under direct
contracting or shoppi ng procedures, the Borrower shall provide
to the Bank a copy of the specifications and the draft
contract; and

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

3. Post Revi ew

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

Section |I. Enmpl oynment of Consultants
Part A Gener al

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Quidelines: Selection and Enpl oynent of
Consul tants by World Bank Borrowers" published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the follow ng

provisions of Section Il of this Schedul e
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 for services, estimated to cost |ess than $200, 000
equi val ent per contract, may conprise entirely of national consultants in accordance
with the provisions of paragraph 2.7 of the Consultant Guidelines



Part C O her Procedures for the Sel ection of Consultants
1. Sel ection Based on Consultants’ Qualifications

Services for: (a) carrying out training activities under the Project; and (b)
carrying out studies under Part A .2 of the Project, shall be procured under contracts
awar ded in accordance with the provisions of paragraphs 3.1 and 3.7 of the Consultant
Gui del i nes.

2. I ndi vi dual Consul tants

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

3. Least - Cost Sel ection

Services for carrying out the Project audit may be procured under contracts
awarded in accordance with the provisions of paragraphs 3.1 and 3.6 of the Consultant
Cui del i nes.

4. Labor Redepl oynent Services

Labor redepl oynent service provided by the LRP Service Providers under contracts
estimated to cost |ess than $50,000 equival ent may be procured: (a) in accordance with
the provisions of paragraph 3.2 and 3.7 of the Consultant Guidelines, or (b) in
accordance with the provisions of paragraph 3.15 of the Guidelines and procedures set
forth in the LRP Qperational Mnual.

5. Services Related to Training

Services related to training (other than consultants’ services), including, but
not limted to, transportation, hotel acconmpdations, training materials, shall be
procured on the basis of conparing price quotations obtained fromat |east three
nati onal suppliers.

Part D: Revi ew by the Bank 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 Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Guidelines. Selection of all consultants’ services shall
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Revi ew

(a) Wth respect to each contract estinmated to cost the equival ent of
$200, 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 Consul tant Guidelines shall

apply.

(b) Wth respect to each contract estinmated to cost the equival ent of
$100, 000 or nore, but less than the equival ent of $200,000 the procedures set forth in
paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant Guidelines shall apply.

(c) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terns of reference and terms of enploynment of the consultants shall be



furnished to the Bank 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 5
| mpl ement ati on Program
1. The Borrower through MVBS shall:

(a) mai ntain policies and procedures adequate to enable it to nonitor and
eval uate on an ongoing basis, in accordance with the indicators agreed upon with the
Bank, the carrying out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terms of reference satisfactory to the Bank, and furnish
to the Bank, by July 31 and January 31 of each year starting on January 31, 2002, a
report integrating the data fromPMRs, results of the nonitoring and eval uation
activities performed pursuant to sub-paragraph (a) of this paragraph, 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 reconmended to ensure the efficient carrying
out of the Project and the achievenent of the objectives thereof during the period
foll ow ng such date;

(c) prepare, under terms of reference satisfactory to the Bank, and furnish
to the Bank, on or about October 30, 2003, a report integrating the results of the
nmoni toring and evaluation activities perfornmed 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 neasures reconmended to ensure
the efficient carrying out of the Project and the achi evenent of the objectives
thereof during the period follow ng such date; and

(d) review wi th the Bank, by Decenber 31, 2003, or such later date as the
Bank shall request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all measures required to ensure the efficient conpletion of the
Proj ect and the achi evenent of the objectives thereof, based on the concl usions and
recomrendati ons of the said report and the Bank’s views on the matter.

2. During the execution of the Project, the Borrower through MVSS shall:

(a) maintain the PCU within MVSS with such staff and resources as shall be
required for the PCUto performits duties in respect of the overall managenent and
i mpl ementation of the Project and shall be acceptable to the Bank;

(b) establish by Septenmber 30, 2001, and thereafter naintain a Project
Coordi nati on Committee conprising the representatives of MVBS, PSC, ANOFM CGAS,
M nistry of Public Finance, Mnistry of Public Administration, and the Mnistry of
Nati onal Defense which shall provide oversight and policy guidance for Project
i mpl enent ati on.

3. Not | ater than Septenmber 30, 2001, the Borrower through MVBS shall appoint an
addi tional procurenment specialist and an additional budget officer to the PCU, both
with qualifications, experience and terns of reference acceptable to the Bank.

4. Not | ater than Decenmber 31, 2002, the Borrower shall establish PSC with adequate
regul atory and supervisory authority, and shall satisfactorily maintain said PSC
during Project inplenmentation.

5. Not | ater than Decenber 31, 2001, the Borrower shall establish a technical
secretariat of CGAS within the Ofice of the Prime Mnister, with staff, resources and



functions acceptable to the Bank, and shall maintain CGAS and the technical
secretariat during Project inplenmentation.

6. The Borrower shall not amend, suspend, abrogate, repeal or waive the LRP
Oper ational Manual or the Mcro-credit Guidelines without the Bank’s prior consent.

7. For the purposes of carrying out Part C. 1 of the Project, the Borrower through
MVSS shal | :

(a) sel ect LRP Service Providers in accordance with the eligibility criteria
set forth in the LRP Operational Mnual and procure their services in accordance with
the provisions of Section Il, Part C 4 of Schedule 4 to this Agreenent;

(b) enter into a contract with each LRP Service Provider on terns and
conditions satisfactory to the Bank; and

(c) cause each LRP Service Providers to carry out Part C 2 of the Project in
accordance with the LRP Operational Manual and the provisions of this Schedul e.

8. For the purposes of carrying out Part C 2 of the Project, the Borrower through
MVBS shal | :
(a) select Mcro-credit Service Providers, in accordance with the eligibility

criteria set forth in the OG No. 40/2000 and the provisions of the Mcro-credit
Cui del i nes;

(b) enter into Mcro-credit Adm nistration Agreenents with each Mcro-credit
Service Provider, under terns and conditions consistent with the provisions of the OG
No. 40/2000 and the Mcro-credit Guidelines, and which shall have been approved by the
Bank;

(c) aut hori ze each selected Mcro-credit Service Provider to establish a fund
(Mcro-Credit Fund) for provision of Mcro-credits under Part C 2 of the Project,
whi ch fund shall be replenished through wi thdrawals fromthe Loan Account fromtime to
time, in accordance with the terns and procedures of the Mcro-Credit Cuidelines and
each respective Mcro-credit Adm nistration Agreement, provided that such fund shall
not exceed the maxi num anount of $1, 000, 000 equi val ent; and

(d) cause each Mcro-credit Service Providers to carry out Part C. 1 of the
Project in accordance with the OG No. 40/2000, the Mcro-credit Cuidelines and the
provi sions of this Schedul e.

9. Not |ater than March 31, 2002, the Borrower shall subnmt to the Bank a
medi umterm strategic plan for the devel opnent of CNPAS approved by its supervisory
board and satisfactory to the Bank.

10. For the purposes of carrying out Part D.2 of the Project, the MVSS shall enter
into necessary arrangenments with the Mnistry of Public Administration for provision
of training to local governnent staff involved in the provision of social assistance.



