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CREDIT NUMBER 3283 KH

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated September 29, 1999, between KINGDOM OF CAMBODIA

(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 December 2, 1997), with the modifications set forth below (the
General Conditions) constitute an integral part of this Agreement:



@) paragraph (c) of Section 9.07 of the General Conditions is modified to
read as follows:

"(c) Not later than six months before the Closing Date or
such later date as may be agreed for this purpose between the
Borrower and the Association, the Borrower shall prepare and

furnish to the Association a report, of such scope and in  such detail
as the Association shall reasonably request, on the execution of the
Project, its cost and the benefits derived and to be derived from it,
the performance by the Borrower and the Association of their
respective obligations under the Development Credit Agreement and the
accomplishment of the purposes of the Development Credit."

Section 1.02. Unless the context otherwise requires, the several
terms defined in the General Conditions have the respective meanings
therein set forth and the following additional terms, wherever used in
this Agreement, have the following meanings:

(@) "Applicant” means a school or cluster of schools which shall
have applied for a Grant to finance a Subproject, or on whose behalf such
an application shall have been made, and the term "Applicants" means
collectively more than one Applicant;

(b) "Beneficiary" means an Applicant which shall have been
determined to be eligible for a Grant, in terms of the eligibility
criteria specified in the Grants Operational Manual, and for whose
benefit a Grant is provided, or proposed to be provided, and the term
"Beneficiaries" means collectively more than one Beneficiary;

(c) "Fiscal Year" or "FY" means any twelve (12)-month period
commencing on July 1 of any calendar year and ending on July 30 of the
calendar year next following, and the term "Fiscal Years" means more than
one Fiscal Year;

(d) "FTBC" means the Foreign Trade Bank of Cambodia, the
Borrower’s Forei gn Trade Bank, or any successor thereto;

(e) "Grant" means a grant made, or proposed to be nmade, out of
the proceeds of the Credit for the benefit of a Beneficiary to finance a
Subproject, and the term "G ants" neans collectively nore than one G ant;

(f) "Grants Qperational Manual" neans the Grants Operational
Manual referred to in paragraph (3) (a) (ii) of Schedule 4 hereto, as
same may be anended fromtine to tine in agreement with the Association,
and such termincludes any schedules to the Grants Qperational Manual;

( "MEYS" nmeans the Borrower’s Mnistry of Education, Youth
and Sport, and any successor thereto;

(h) "National Committee on Effective Schooling” or "NCES" neans
the National Conmmittee on Effective Schooling referred to in paragraph 1
(a) (i) of Schedule 4 to this Agreenent;

(i) "PIU'" neans the Project Inplenentation Unit referred to in
paragraph 1 (a) (ii) and (b) of Schedule 4 to this Agreenent;

() "PPIU' means a Provincial Project Inplementation Unit
referred to in paragraph 1 (a) (iii) and (c) of Schedule 4 to this
Agr eenent ;

(k) "Project Account" means the project account referred to in
Section 3.05 (a) of this Agreenent;

(1) "Project Inplenentation Plan" neans the Project
I mpl ementation Plan, referred to in paragraph (3) (a) (i) of Schedule 4
hereto, as sane may be amended fromtime to time in agreenent with the
Associ ation, and such termincludes any schedules to the Project
| mpl emrent ati on Pl an;



(m) "Provincial Grants Management Committee" or "PGMC" means the
Grants Committee established to review Subproject proposals in one or
more of the Selected Provinces, and referred to in paragraph 1 (a) (iii)
of Schedule 4 to this Agreement;

(n) "Selected Province" means a province of the Borrower which
shall have been selected to participate in the Project, in accordance
with the selection criteria and procedures specified in the Grants
Operational Manual, and the term "Selected Provinces" means collectively
more than one Selected Province;

(0) "Special Account" means the account referred to in Section
2.02 (b) of this Agreement;

"Subproject" means a school improvement subproject referred
to under Part A of the Project, and in respect of which a Grant is
provided, or proposed to be provided, for the benefit of a Beneficiary;
and

(q) "Subproject Agreement" means an agreement between MoEYS and
a Beneficiary to provide for the financing of a Subproject, and referred
to in paragraph 6 (f) of Schedule 4 to this Agreement and Schedule 6
thereto.

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 three
million seven hundred thousand Special Drawing Rights (SDR 3,700,000).

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: (i) expenditures made (or, if the Association shall
SO agree, to be made) in respect of the reasonable cost of goods and
services required for the Project described in Schedule 2 to this
Agreement and to be financed out of the proceeds of the Credit; and (ii)
amounts paid (or, if the Association shall so agree, to be paid) on
account of withdrawals made for the benefit of a Beneficiary under a
Grant to meet the reasonable cost of eligible expenditures relating to a
Subproject, and in respect of which the withdrawal from the Credit
Account is requested.

(b) The Borrower may, for the purposes of the Project, open and
maintain in Dollars a special deposit account in FTBC on terms and
conditions satisfactory to the Association. Deposits into, and payments
out of, the Special Account shall be made in accordance with the
provisions of Schedule 5 to this Agreement.

Section 2.03. The Closing Date shall be March 31, 2004 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 June 1 and December 1 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below,
the Borrower shall repay the principal amount of the Credit in semiannual
installments payable on each June 1 and December 1, commencing December
1, 2009 and ending June 1, 2039. Each installment to and including the
installment payable on June 1, 2019 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 the United States of America is
hereby specified for the purposes of Section 4.02 of the General
Conditions.



ARTICLE Il
Execution of the Project

Section 3.01. (a) The Borrower declares its commitment to the
objectives of the Project as set forth in Schedule 2 to this Agreement
and, to this end, shall carry out the Project through MoEYS with due
diligence and efficiency and in conformity with appropriate
administrative, financial, engineering and technical practices, and with
due regard to ecological and environmental factors, and shall provide,
promptly as needed, the funds, facilities, services and other resources
required for the Project.

(b) Without limitation upon the provisions of paragraph (a) of
this Section, and except as the Borrower and the Association shall
otherwise agree, the Borrower shall carry out the Project in accordance
with the Implementation Program set forth in Schedule 4 to this
Agreement.

Section 3.02. For the purposes of Part A.2 of the Project, the
Borrower shall allocate an amount of the Credit not exceeding such amount
as may be allocated from time to time to Category (1) of the table in
paragraph 1 of Schedule 1 to this Agreement, to provide Grants to finance
Subprojects, in accordance with the procedures and on the terms and
conditions set forth or referred to in paragraph 6 of Schedule 4 to this
Agreement, and on such other terms and conditions as shall be acceptable
to the Association.

Section 3.03. Except as the Association shall otherwise agree,
procurenent of the goods, works and consultants’ services required for
the Project and to be financed out of the proceeds of the Credit shall be
governed by the provisions of Schedule 3 to this Agreenent.

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

(a) prepare, on the basis of guidelines acceptable to the
Associ ation, and furnish to the Association not later than six (6) nonths
before the Cosing Date or such later date as may be agreed for this
pur pose between the Borrower and the Association, a plan designed to
ensure the continued achi evement of the Project’s objectives; and

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

Section 3.05. (a) Wthout linmtation upon its obligations under
Section 3.01 of this Agreenent, the Borrower shall open, in FTBC and on
terms and conditions satisfactory to the Association, a project account
in Dollars, to be operated and maintained by PIU, into which it shall
deposit fromtime to tine its local counterpart contribution to the cost
of the Project.

(b) The Borrower shall:

(i) make an initial deposit of the equival ent of $30, 000
into the Project Account; and

(ii) thereafter deposit into the Project Account the
bal ance of the Borrower’s counterpart contribution to
the cost of the Project, in thirteen consecutive
quarterly installments of $40,000 each, payable
quarterly in advance, beginning on July 1, 2000, or
in such other installnents as nay be agreed fromtinme
to time with the Association.



(c) Funds deposited in the Project Account shall be applied
solely for the purposes of defraying the cost of expenditures incurred
for the execution of the Project, and not otherwise financed out of the
proceeds of the Credit.

ARTICLE IV
Financial Covenants

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

(b) The Borrower shall:

0] have the records and accounts referred to in

paragraph (a) of this Section, including those for

the Special Account, for each fiscal year audited, in
accordance with appropriate auditing principles
consistently applied, by independent auditors

acceptable to the Association;

(i)  furnish to the Association, as soon as available, but
in any case not later than six months after the end
of each such year, the report of such audit by said
auditors, of such scope and in such detail as the
Association shall have reasonably requested; and

(i) furnish to the Association such other information
concerning said records and accounts and the audit
thereof as the Association shall from time to time
reasonably request.

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

() maintain or cause to be maintained, in accordance
with paragraph (a) of this Section, records and
accounts reflecting such expenditures;

(i)  retain, until at least one year after the Association
has received the audit report for the fiscal year in
which the last withdrawal from the Credit Account was
made, all records (contracts, orders, invoices,
bills, receipts and other documents) evidencing such
expenditures;

(iii) enabl e the Association’s representatives to exam ne
such records; and

(iv) ensure that such records and accounts are included in
the annual audit referred to in paragraph (b) of this
Section and that the report of such audit contains a
separate opinion by said auditors as to whether the
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 wthdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section
4.01 of this Agreenent, the Borrower shall carry out a time-bound action
pl an acceptable to the Association for the strengthening of its financial



management system for the Project in order to enable the Borrower, not
later than June 30, 2002, or such later date as the Association shall

agree, to prepare quarterly Project management reports, acceptable to the
Association, each of which:

(@) (A) sets forth actual sources and applications of
funds for the Project, both cumulatively and for the
period covered by said report, and projected sources
and applications of funds for the Project for the
six-month period following the period covered by said
report, and (B) shows separately expenditures
financed out of the proceeds of the Credit during the
period covered by said report and expenditures
proposed to be financed out of the proceeds of the
Credit during the six-month period following the
period covered by said report;

(i)  (A) describes physical progress in Project

implementation, both cumulatively and for the period

covered by said report, and (B) explains variances

between the actual and previously forecast
implementation targets; and

(iii) sets forth the status of procurement under the

Project and expenditures under contracts financed out
of the proceeds of the Credit, as at the end of the
period covered by said report.

(b) Upon the completion of the action plan referred to in
paragraph (a) of this Section, the Borrower shall prepare, in accordance
with guidelines acceptable to the Association, and furnish to the
Association not later than 45 days after the end of each calendar quarter
a Project Management Report for such period.

ARTICLE V
Effective Date; Termination

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

(@) the Project Implementation Plan and Grants Operational
Manual shall have been duly approved by the Association, and adopted by
the Borrower;

(b) PIU shall have been duly established, and the national
Project director, chief technical advisor and financial officer referred
to in paragraph 2 (a) of Schedule 4 to this Agreement duly appointed, in
accordance with Section Il of Schedule 3 to this Agreement; and

(c) the Project Account shall have been duly opened, and the
amount of the initial deposit shall have been deposited therein in
accordance with Section 3.05 (b) (i) of this Agreement.

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

ARTICLE VI
Representative of the Borrower; Addresses

Section 6.01. The Minister in charge of Finance 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:

Ministry of Economy and Finance
92nd Street

Sangkat Wat Phnom

Khan Daun Penh

Phnom Penh

Kingdom of Cambodia

For the Association:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
INDEVAS 248423 (MCI) or
Washington, D.C. 64145 (MCI)

IN WITNESS WHEREOF, the parties hereto, acting through their duly
authorized representatives, have caused this Agreement to be signed in
their respective names in the District of Columbia, United States of
America, as of the day and year first above written.

KINGDOM OF CAMBODIA

By /s/ Keat Chhon,
Senior Minister and Minister of Economy and Finance
Authorized Representative

INTERNATIONAL DEVELOPMENT ASSOCIATION

By /s/ Ms. Ngozi Okonj-lweala,
Country Director
Authorized Representative

SCHEDULE 1
Withdrawal of the Proceeds of the Credit

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

Amount of the

Credit Allocated % of
(Expressed in Expenditures
Category SDR Equivalent) to be

Financed



Q) Grants 2,280,000 100% of amounts

of Grants
paid
(2) Consul tants’ services 1, 160, 000 100%
and training
(3) Goods 60, 000 100% of
foreign
expendi tures
and
95% of | ocal
expendi tures
(4) Operating costs 190, 000 100%
(5) Unal | ocat ed 10, 000
TOTAL 3, 700, 000
2 For the purposes of this Schedule, the term "operating costs" means

the incremental operating costs incurred under the Project on account of:
(a) travel expenses and all owances, (b) translation services, (c) vehicle
rental and mai ntenance of equi pnent, (d) banking charges, and (e)
utilities and communi cations

3. Not wi t hst andi ng the provisions of paragraph 1 above, no wi thdrawal s
shal | be nmde

(a) in respect of paynents made for expenditures prior to the
date of this Agreenent; and

(b) in respect of paynents under Category (1) of the table in
paragraph 1 of this Schedule, in relation to any Grant or in any of the
Sel ected Provinces, unless: (i) the Gant has been provided in accordance
with the procedures, and on the terms and conditions set forth or
referred to, in this Agreenment and the Grants Operational Mnual; and
(ii) the PPIU and PGVC have been established in the Sel ected Province,
and the provincial project coordinator and provincial project accountant
referred to in paragraph 2 (b) of Schedule 4 to this Agreenent have been
dul'y appoi nt ed.

4. The Association may require withdrawals fromthe Credit Account to
be made on the basis of statenents of expenditure for expenditures for
(a) consultants' services (firms) under contracts not exceeding $50, 000
equi val ent, (b) goods and consultants' services (individuals) under
contracts not exceedi ng $25, 000 equi val ent, (c) goods, works and services
under Subprojects not exceedi ng $25, 000 equi val ent, and (d) Operating
Costs, under such terns and conditions as the Association shall specify
by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objective of the Project is to devel op a nodel of a
participatory approach to school quality inprovement and
per f ormance- based resource managenent in Sel ected Provinces, to be used
for denonstration purposes and for extension to other provinces of the
Bor r ower .

The Project consists of the follow ng parts, subject to such
nodi fications thereof as the Borrower and the Association nmay agree upon
fromtime to tine to achi eve such objectives

Part A: Quality | nmprovenent Grants Program



1. Preparation of a coherent framework for promotion of effective
schools with a view to the development of proposals for school
improvement activities (hereinafter referred to as "Subprojects"), using
inputs from experts, stakeholders and practitioners.

2. Based on the framework referred to in paragraph 1 of this Part,
preparation and appraisal, review and approval, implementation and
supervision, and monitoring and evaluation, of Subprojects, designed to
improve the quality of schools in Selected Provinces, and provision of
Grants to finance such Subprojects.

Part B: Institutional Strengthening

1. Strengthening of the capacity of NCES to provide policy guidance
and carry out its oversight functions under the Project, through the
provision of training, operational support and technical assistance.

2. Carrying out of policy studies on key policy issues in the
education sector including: (a) a study to develop and implement a
grade-four pupil learning achievement test to assess the impact of
improvements in pupil learning under the Project; and (b) a study to
review the decentralized decision-making process and to determine
whether, and to what extent, further decentralization is needed to

improve efficiency and effectiveness of the education system and, if so,
to make recommendations for further change, including legislative
changes, if any, which are needed to make such decentralization possible
and effective.

3. Strengthening of the capacity of PGMC and other provincial and
district level institutions to perform their respective functions under

the Project, through the provision of training, operational support and
technical assistance.

Part C: Project Management

Strengthening of the capacity of PIU and PPIUs to perform their
respective functions under the Project, through the provision of
training, operational support and technical assistance.

-
The Project is expected to be completed by September 30, 2003.
SCHEDULE 3
Procurement
Section I. Procurement of Goods and Works
Part A: General

Goods and works shall be procured in accordance with the provisions
of Section | of the "Guidelines for Procurement under IBRD Loans and IDA
Credits" published by the Bank in January 1995 and revised in January and
August 1996, September 1997 and January 1999 (the Guidelines), and the
following provisions of this Section I.

Part B: Procurement Procedures
1. National Shopping

Except as provided in Part B.2 of this Section, goods shall be
procured under contracts awarded on the basis of national shopping



procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
the Guidelines.

2. Community Participation

Goods and works required for Part A.2 of the Project shall be
procured in accordance with procedures acceptable to the Association, and
specified in the Grants Operational Manual.

Part C: 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

The following procedures shall apply to each contract for goods
estimated to cost the equivalent of $25,000 or more, and for goods and
works under Subprojects estimated to cost the equivalent of $25,000 or
more.

(a) prior to the selection of any supplier or contractor or
execution of any contract, the Borrower shall provide to the Association
a report on the comparison and evaluation of bids or quotations received;

(b) prior to the execution of any contract, the Borrower shall
provide to the Association a copy of the specifications and the draft
contract; and

(c) 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

Consul tants’ services shall be procured in accordance with the
provi sions of the Introduction and Section IV of the "Guidelines:
Sel ection and Enmpl oynent of Consul tants by World Bank Borrowers”
publ i shed by the Bank in January 1997 and revised in Septenber 1997 and
January 1999 (the Consultant Quidelines), and with the follow ng
provisions of this Section II.

Part B: Quality- and Cost-based Sel ection

Except as otherw se provided in Part C of this Section,
consultants’ services shall be procured under contracts awarded in
accordance with the provisions of Section Il of the Consultant
CGui del i nes, paragraph 3 of Appendix 1 thereto, Appendix 2 thereto, and
the provisions of paragraphs 3.13 through 3.18 thereof applicable to



quality- and cost-based selection of consultants.
Part C: Other Procedures for the Selection of Consultants
Individual Consultants

Services under the Project may be procured under contracts awarded
to individual consultants in accordance with the provisions of paragraphs
5.1 through 5.3 of the Consultant Guidelines.

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

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the Association for its review and approval, in
accordance with the provisions of paragraph 1 of Appendix 1 to the
Consul tant Cuidelines. Selection of all consultants’ services shall be
undertaken in accordance with such selection plan as shall have been
approved by the Association, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $50,000 or nore, the
procedures set forth in paragraphs 1, 2 (other than the second
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant
CGui del i nes shall apply.

(b) Wth respect to each contract for the enpl oynent of
i ndi vi dual consultants estimated to cost the equival ent of $25,000 or
nore, the qualifications, experience, terms of reference and terns of
enpl oynent of the consultants shall be furnished to the Association for
its prior review and approval. The contract shall be awarded only after
sai d approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Consul tant Cui del i nes shall apply.

SCHEDULE 4
| npl ement ati on Program

1. (a) The Borrower shall establish and thereafter maintain the
following conmttees and units with terns of reference, conposition and
resources acceptable to the Association:

(i) not |ater than January 31, 2000, a National Conmittee
on Effective Schooling (NCES), to provide policy
gui dance and general oversight of the Project;

(ii) a Project Inplenmentation Unit (PIU) to be responsible
for the day-to-day nanagenment and i nplenmentation of
the Project; and

(iii) in the case of each of the Selected Provinces, a
Provi ncial Project Inplementation Unit (PPIU), as
well as a Provincial Gants Managenent Conmittee to
be responsible to review Subproject proposals and



approve Grants, as the case may be, in favor of
Beneficiaries.

(b) PIU shall be responsible, subject to any policy guidance and
general directives that NCES may issue from time to time, for (i)
day-to-day coordination of the Project, including liaison with interested
donors, and concerned public institutions, financial management and
supervision, monitoring and evaluation, and facilitation of technical
assistance activities, (ii) coordination of procurement and disbursement
activities, and (iii) preparation of annual and quarterly implementation
reports and work plans, and design of training programs for MOEYS and
provincial staff;

(c) Each PPIU shall be responsible for the day-to-day
implementation of the activities of the Project in the respective
Selected Province, including training, coordination and management of
animators, and implementation, monitoring and evaluation of Subprojects;
and

2. The Borrower shall ensure that:

(@) PIU shall be headed by a national project director, who
shall be assisted by a chief technical advisor, a financial officer, and
other suitably qualified and experienced staff in adequate numbers;

(b) each PPIU shall be headed by a provincial project
coordinator, who shall be assisted by a lead technical assistant, a
provincial project accountant, and other suitably qualified and
experienced staff in adequate numbers; and

(c) the positions of national project director, provincial
project coordinators, chief technical advisor, financial officer, lead
technical assistants and provincial project accountants, which are
referred to in this paragraph, shall be kept filled at all times by
persons having qualifications and experience acceptable to the
Association.

3. The Borrower shall:

@ prepare and transmit to the Association for comments, and
thereafter adopt in form and substance acceptable to the Association:

(@) a Project Implementation Plan, giving details of all
implementation and procurement arrangements, as shall
have been agreed with the Association for purposes of
the Project; and

(i) a Grants Operational Manual, giving details of all
procedural arrangements for the review, appraisal,
supervision, and monitoring and evaluation, of
Subprojects, including procedures for submission and
review of requests for financing, criteria for the
review and approval of Subprojects, and approval of
Grants, criteria for the choice of Selected

Provinces, applicable procurement, disbursement and

other implementation guidelines, and model forms of

Subproject Agreements;

(b) carry out the Project in accordance with procedures set out
in the Project Implementation Plan and Grants Operational Manual, and,
except as the Association shall otherwise agree, shall not amend or waive
any provision thereof, if such amendment or waiver may, in the opinion of
the Association, materially or adversely affect the implementation of the
Project.



4, The Borrower shall:

(@) maintain policies and procedures adequate to enable it to
monitor and evaluate on an ongoing basis, in accordance with indicators
satisfactory to the Association, and referred to in the Project
Implementation Plan, 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 April 30, 2001,
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
Schievergent of the objectives thereof during the period following such

ate; an

(c) review with the Association, by May 31, 2001, 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 conclusions and
recommendati ons of the said report and the Association's views on the
matter.

5. (a) The Borrower shall, not |ater than October 31, 1999, and
thereafter not later than April 30 of each year, furnish to the

Associ ation, for review and approval, a proposed annual work program and
budget for the forthcom ng Fiscal Year, giving details of proposed

di sbhursenent estimates, proposed procurenent activities, and such other
particulars as the Association may require.

(b) The Borrower shall furnish to the Association, for review

(i) annual and quarterly progress reports on the status
of the Project, to be submtted not later than two
nmont hs after the end of each Fiscal Year or quarter,
as the case may be, and

(ii) reports as needed on the award of contracts under the
Pr oj ect .

6. Further to Section 3.02 of this Agreenment, the utilization of the
proceeds of the Credit allocated to Category (1) of the table in
paragraph 1 of Schedule 1 to this Agreement shall be subject to the
followi ng additional terns and conditions:

(a) the anpbunt so allocated shall be used exclusively to provide
Grants to finance Subprojects, in accordance with criteria, and terns and
conditions, set forth in the Grants Operational Mnual;

(b) no Grant shall be granted except to finance a Subproject
whi ch the Borrower has determ ned, on the basis of guidelines acceptable
to the Association, (i) is technically sound and feasible, and
financially viable, and (ii) contributes to the inprovenent of the
quality of schools in a Sel ected Province;

(c) every Subproject proposal shall, in accordance with
gui del i nes acceptable to the Association, be classified according to
envi ronment al inmpact category, and subjected as necessary to
environnental inmpact analysis, to ensure that: (i) it is fully consistent
with environmental appraisal criteria set out in the Grants COperati onal
Manual , and (ii) where appropriate, nitigation nmeasures designed to
m ni m ze adverse effects of the proposed Subproject are identified and



incorporated in the Subproject design;

(d) Grants shall be provided for the benefit of eligible
Beneficiaries, and according to a cost-sharing formula, which shall be
acceptable to the Association and specified in the Grants Operational
Manual; provided, however, that:

(@) the proceeds of a Grant shall not be used to finance
taxes or duties levied on or in respect of eligible
expenditures relating to a Subproject, or any part
thereof; and

(i)  except as the Association shall otherwise agree, (A)
the amount of each Grant shall not exceed $25,000
equivalent, or 95 percent of the total cost of the
Subproject, whichever is less, and (B) the

Applicant’s contribution to the cost of the

Subproj ect shall be not Iess than 5 percent of the
total cost of the Subproject;

(e) goods, services and works required for the purposes of
financi ng Subprojects shall be procured in accordance with procedures
referred to in Schedule 3 to this Agreenent, and set forth in the Grants
Oper ational Manual ; and

(f) no Grant shall be granted except in accordance with a
Subpr oj ect Agreenent concl uded between the Borrower and the Beneficiary,
and on the basis of the terns and conditions set forth or referred to in
Schedule 6 to this Agreenent.

SCHEDULE 5
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1) through
(4) set forth in the table in paragraph 1 of Schedule 1 to this
Agr eenent ;

(b) the term"eligible expenditures" neans expenditures in
respect of the reasonable cost of goods and services required for the
Project, as well as anbunts paid or to be paid under Grants, and to be
financed out of the proceeds of the Credit allocated fromtine to tine to
the eligible Categories in accordance with the provisions of Schedule 1
to this Agreement; and

(c) the term "Aut horized All ocation" neans an anount equival ent
to $400,000 to be withdrawn fromthe Credit Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedul e,
provi ded, however, that unless the Association shall otherw se agree, the
Aut hori zed All ocation shall be limted to an anount equivalent to
$200, 000 until the aggregate anmount of withdrawals fromthe Credit
Account plus the total anount of all outstanding special conmmtnents
entered into by the Association pursuant to Section 5.02 of the General
Condi tions shall be equal to or exceed the equival ent of SDR 1,500, 000.

2. Paynents out of the Special Account shall be nade exclusively for
eligible expenditures in accordance with the provisions of this Schedul e.

3. After the Association has received evidence satisfactory to it that
t he Special Account has been duly opened, w thdrawals of the Authorized
Al'l ocation and subsequent withdrawals to replenish the Special Account
shal | be nmade as foll ows:



€)) For withdrawals of the Authorized Allocation, the Borrower
shall furnish to the Association a request or requests for deposit into
the Special Account of an amount or amounts which do not exceed the
aggregate amount of the Authorized Allocation. On the basis of such
request or requests, the Association shall, on behalf of the Borrower,
withdraw from the Credit Account and deposit into the Special Account
such amount or amounts as the Borrower shall have requested.

(b) 0] For replenishment of the Special Account, the
Borrower shall furnish to the Association requests
for deposits into the Special Account at such

intervals as the Association shall specify.

(i)  Prior to or at the time of each such request, the
Borrower shall furnish to the Association the
documents and other evidence required pursuant to
paragraph 4 of this Schedule for the payment or
payments in respect of which replenishment is
requested. On the basis of each such request, the
Association shall, on behalf of the Borrower,
withdraw from the Credit Account and deposit into the
Special Account such amount as the Borrower shall
have requested and as shall have been shown by said
documents and other evidence to have been paid out of
the Special Account for eligible expenditures. All
such deposits shall be withdrawn by the Association
from the Credit Account under the respective eligible
Categories, and in the respective equivalent amounts,
as shall have been justified by said documents and
other evidence.

4. For each payment made by the Borrower out of the Special Account,
the Borrower shall, at such time as the Association shall reasonably
request, furnish to ‘the Association such documents and other evidence
showing that such payment was made exclusively for eligible expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the
Association shall not be required to make further deposits into the
Special Account:

€) if, at any time, the Association shall have determined that
all further withdrawals should be made by the Borrower directly from the
Credit Account in accordance with the provisions of Article V of the
General Conditions and paragraph (a) of Section 2.02 of this Agreement;

(b) if the Borrower shall have failed to furnish to the
Association, within the period of time specified in Section 4.01 (b) (ii)
of this Agreement, any of the audit reports required to be furnished to
the Association pursuant to said Section in respect of the audit of the
records and accounts for the Special Account;

(c) if, at any time, the Association shall have notified the
Borrower of its intention to suspend in whole or in part the right of the
Borrower to make withdrawals from the Credit Account pursuant to the
provisions of Section 6.02 of the General Conditions; or

(d) once the total unwithdrawn amount of the Credit allocated to
the eligible Categories, minus the total amount of all outstanding
special commitments entered into by the Association pursuant to Section
5.02 of the General Conditions with respect to the Project, shall equal
the equivalent of twice the amount of the Authorized Allocation.

Thereatfter, withdrawal from the Credit Account of the remaining
unwithdrawn amount of the Credit allocated to the eligible Categories
shall follow such procedures as the Association shall specify by notice

to the Borrower. Such further withdrawals shall be made only after and to
the extent that the Association shall have been satisfied that all such



amounts remaining on deposit in the Special Account as of the date of
such notice will be utilized in making payments for eligible
expenditures.

6. @) If the Association shall have determined at any time that
any payment out of the Special Account: (i) was made for an expenditure
or in an amount not eligible pursuant to paragraph 2 of this Schedule; or
(i) was not justified by the evidence furnished to the Association, the
Borrower shall, promptly upon notice from the Association: (A) provide
such additional evidence as the Association may request; or (B) deposit
into the Special Account (or, if the Association shall so request, refund

to the Association) an amount equal to the amount of such payment or the
portion thereof not so eligible or justified. Unless the Association

shall otherwise agree, no further deposit by the Association into the
Special Account shall be made until the Borrower has provided such
evidence or made such deposit or refund, as the case may be.

(b) If the Association shall have determined at any time that
any amount outstanding in the Special Account will not be required to
cover further payments for eligible expenditures, the Borrower shall,
promptly upon notice from the Association, refund to the Association such
outstanding amount.

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

(d) Refunds to the Association made pursuant to paragraphs 6
(), (b) and (c) of this Schedule shall be credited to the Credit Account
for subsequent withdrawal or for cancellation in accordance with the
relevant provisions of this Agreement, including the General Conditions.

SCHEDULE 6
Terms and Conditions of Subproject Agreements

For purposes of each Grant, the Borrower shall conclude an
agreement with the Beneficiary (hereinafter referred to as "Subproject
Agreement"), in the form of the model provided in the Grants Operational
Manual, setting forth the respective obligations of the parties
thereunder, details of disbursement schedules and procurement procedures,
and the anpbunt of the Beneficiary’s contribution to the cost of the
Subproj ect, including, but without being limted to, provisions to the
follow ng effect:

(a) the Beneficiary shall be required to: (i) carry out the
Subproject with due diligence and efficiency, in conformty with
appropriate adm nistrative, financial, engineering and technical
practices, and with due regard to ecol ogi cal and environnental factors;
(ii) carry out, where applicable, the environnental nmitigation nmeasures
agreed upon for purposes of the Subproject, and referred to in paragraph
6 (d)dof Schedule 4 to this Agreenment; and (iii) maintain adequate
records;

(b) the Beneficiary shall be required to ensure at all tines
that: (1) goods, works and consultants' services to be financed out of
the proceeds of the Credit shall be procured in accordance with the
provi sions of Schedule 3 to this Agreenent; and (ii) such goods, works
and consul tants' services shall be used exclusively for inplenenting a
Subproj ect and achi eving the objectives of the Project;

(c) the Beneficiary shall be required to take out and maintain
with responsible insurers, or nmake other provision satisfactory to the
Borrower and the Association for insurance against such risks and in such
amounts as shall be consistent with appropriate practices;



(d) the Beneficiary shall be required provide all such
information as the Borrower or the Association shall reasonably request
relating to the implementation of the Subproject and the performance of
the Beneficiary thereunder;

(e) the Borrower shall have the right to inspect, by itself or
jointly with representatives of the Association, if the Association shall
so request, the goods, works and services included in the Subproject, the
operation thereof and any relevant records and documents, and obtain any
report in connection therewith, of such scope and in such detail as the
Borrower or the Association shall reasonably request; and

U] the right of the Beneficiary to the use of the proceeds of
the Credit, or any part thereof, shall be promptly suspended upon failure
by such Beneficiary to perform any of its respective obligations under
the Subproject Agreement.



