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I

GRANT AGREEMENT
(Special Operations)

GRANT AGREEMENT dated 21 March 2007 between LAO PEOPLE’'S
DEMOCRATIC REPUBLIC (the “Recipient”) and ASIAN DEVELOPMENT BANK (“ADB”).

WHEREAS

(A) the Recipient has applied to ADB for a grant for the purposes of the
Project described in Schedule 1 to this Grant Agreement;

(B) the Recipient has also applied to ADB for a loan from its Special Funds
resources for the purposes of the Program described in Schedule 1 of the Loan Agreement
referred to in Recital (C);

(C) by an agreement of even date herewith between the Recipient and
ADB (hereinafter called the Loan Agreement), ADB has agreed to provide to the Recipient,
from its Special Funds resources an amount of six million and eight thousand Special
Drawing Rights (SDR6,008,000) for the purposes of the Program; and

(D)  ADB has, on the basis inter alia of the foregoing, also agreed to
provide a grant to the Recipient from ADB's Special Funds resources upon the terms and

‘conditions heremafter set forth;

NOW THEREFORE the parties égree as follows:

ARTICLE |

Grant Regulations; Definitions

Section 1.01. All provisions of the Special Operations Grant
Regulations of ADB, dated 7 February 2005 (the “Grant Regulations”), are hereby made
applicable to this Grant Agreement with the same force and effect as if they were fully set
forth herein.

Section 1.02. The definitions set forth in the Grant Regulations
are applicable to this Grant Agreement unless the context requires otherwise. In addition, the
following terms have the following meanings:

(a) "Consulting Guidelines" means ADB’s “Guidelines on the Use of
Consultants by Asian Development Bank and its Borrowers" dated April 2006, as amended
from time to time;

(b) "DEB" means a District Education Bureau of MOE;



(c) “EDGP” means the Education Development Grants Program of the
Recipient;

(d) “Goods” means equipment and materials to be financed out of
the proceeds of the Grant; and including related services such as transportation, insurance,
installation, commissioning, training, and initial maintenance, but excluding consulting
services;

(e) "Kip" or the sign "K" means Kip in the currency of the Recipient;

(f) “LSSGP” means the Lower Secondary Student Grants Program of the

Recipient;

(9) "MOE" means the Recipient’s Ministry of Education or any successor
thereto;

(h) "MOF" means the Recipient's Ministry of Finance or any successor
thereto;

(i) “PMU” means the Project Management Unit to be established by the
Recipient prior to the Effective Date of this Grant Agreement to carry out the functions
described in paragraph 2 of Schedule 4 to this Grant Agreement;

() “Procurement Guidelines” means ADB's “Procurement Guidelines™
dated April 2006, as amended from time to time;

(k) “Procurement Plan” means the procurement plan for the Project dated -
22 November 2006 and agreed between the Recipient and ADB, as updated from time to
time in accordance with Procurement Guidelines, Consulting Guidelines, and other

arrangements agreed with ADB;

) "Project Executing Agency" for the purposes of, and within the
meaning of, the Grant Regulations means MOE which is responsible for the carrying out of
the Project;

(m)  "Project facilities” means the facilities and equipment to be provided
under the Project; ' -

(n) “Steering Committee” means the Steering Committee to be
established by the Recipient prior to the Effective Date of the Loan Agreement with the
composition and responsibilities described in paragraph 1(a) of Schedule 4 to the Loan
Agreement; and

(0) “Works” means construction or civil works to be financed out of the
proceeds of the Grant, including services such as drilling or mapping, and project related
services that are provided as part of a single responsibility or turnkey contract, but excluding .
consulting services.



ARTICLE Il

The Grant

Section 2.01. ADB agrees to make available to the Recipient
from ADB's Special Funds resources on terms and conditions set forth in this Agreement an
amount of twelve million and six hundred sixty thousand dollars ($12,660,000).

ARTICLE Ill

Use of Proceeds of the Grant

Section 3.01. The Recipient shall cause the proceeds of the
Grant to be applied to the financing of expenditures on the Project in accordance with the
provisions of this Grant Agreement.

Section 3.02. The goods and services and other items of
expenditure to be financed out of the proceeds of the Grant and the allocation of amounts of
the Grant among different categories of such goods and services and other items of

expenditure shall be in accordance with the provisions of Schedule 2 to this Grant -

Agreement, as such Schedule may be amended from time to time by agreement between the
Recipient and ADB. ' -

Section 3.03. Except as ADB may otherwise agree, all goods
and services to be financed out of the proceeds of the Grant shall be procured in accordance
with the provisions of Schedule 3 and Schedule 4 to this Grant Agreement.

Section 3.04. Withdrawals from the Grant Account in respect
of goods and services shall be made only on account of expenditures relating to:

(a) goods which are produced in and supplied from and services which
are supplied from such member countries of ADB as shall have been
specified by ADB from time to time as eligible sources for
procurement, and

(b) goods and services which meet such other eligibility requirements as
shall have been specified by ADB from time to time.

Section 3.05. The Grant Closing Date for the purposes of
Section 8.02 of the Grant Regulations shall be 30 September 2012 or such other date as
may from time to time be agreed between the Recipient and ADB.



ARTICLE IV

Particular Covenants

Section 4.01. In the carrying out of the Project and operation
of the Project facilities, the Recipient shall perform, or cause to be performed, all obligations
set forth in Schedule 5 to this Grant Agreement.

Section 4.02. (a) The Recipient shall (i) maintain, or cause
to be maintained, separate accounts for the Project; (ii) have such accounts and related
financial statements audited annually, in accordance with appropriate auditing standards
consistently applied, by independent auditors whose qualifications, experience and terms of
reference are acceptable to ADB; (iii) furnish to ADB, as soon as available but in any event
not later than 6 months after the end of each related fiscal year, certified copies of such
audited accounts and financial statements and the report of the auditors relating thereto
(including the auditors' opinion on the use of the Grant proceeds and compliance with the
financial covenants of this Grant Agreement as well as on the use of the procedures for
imprest account/statement of expenditures), all in the English language; and (iv) furnish to
ADB such other information concerning such accounts and financial statements and the audit
thereof as ADB shall from time to time reasonably request.

(b) The Recipient shall enable ADB, upon ADB's request, to discuss the
Recipient’s financial statements for the Project and its financial affairs related to the Project
from time to time with the auditors appointed by the Recipient pursuant to Section 4.02(a)
hereabove, and shall authorize and require any representative of such auditors to participate
in any such discussions requested by ADB, provided that any such discussion shall be
conducted only in the presence of an authorized officer of the Recipient unless the Recipient
shall otherwise agree.

Section 4.03. The Recipient shall enable ADB's
representatives to inspect the Project, the goods financed out of the proceeds of the Grant,
and any relevant records and documents.

ARTICLE V

Effectiveness

Section 5.01. ‘ The following are specified as additional
conditions to the effectiveness of this Grant Agreement for the purposes of Section 9.01(e) of
the Grant Regulations:

(a) the Loan Agreement, in form and substance satisfactory to ADB, shall
have been duly executed and delivered on behalf of the Recipient and shall have become
legally binding upon the Recipient in accordance with its terms, subject only to the
effectiveness of this Grant Agreement; and



(b) The PMU shall have been established and adequately staffed to the
satisfaction of ADB.

Section 5.02. The following is specified as an additional
matter, for the purposes of Section 9.02(c) of the Grant Regulations, to be included in the
opinion or opinions to be furnished to ADB: that the Basic Education Sector Development
Loan Agreement has been duly authorized or ratified by, and executed and delivered on
behalf of, the Recipient and is legally binding upon the Recipient in accordance with its
terms, subject only to the effectiveness of this Grant Agreement.

Section 5.03. A date ninety (90) days after the date of this
Grant Agreement is specified for the effectiveness of the Grant Agreement for the purposes
of Section 9.04 of the Grant Regulations.

ARTICLE VI

Miscellaneous

Section 6.01. The Minister of Finance of the Recipient is
designated as representative of the Recipient for the purposes of Section 11.02 of the Grant
Regulations.

Section 6.02. The foIIowing addresses are specified for the
purposes of Section 11.01 of the Grant Regulations:

For the Recipient

Ministry of Finance

P.O.Box 46

23 Singha Road

Vientiane

Lao People’s Democratic Republic

Facsimile Number:
(856-21) 412-415, 412-417
(856-21) 412-142

For ADB
Asian Development Bank
P.O. Box 789
0980 Manila, Philippines
Cable Address:

ASIANBANK
MANILA



Telex Numbers:

29066 ADB PH (RCA)
42205 ADB PM (ITT)
63587 ADB PN (ETPI)

Facsimile Numbers:

(632) 636-2444
(632) 636-2228 (SESS)

IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Grant Agreement to be signed in
their respective names and to be delivered at the principal office of ADB, as of the day and
year first above written.

1

LAO PEOPLE'S DEMOCRATIC REPUBLIC

By \L/

H.E. Mrs. Viengthong Siphandorie
Vice Minister
Ministry of Finance

ASIAN DEVELOPMENT BANK

By / ”/%/L‘f/
Jértes A. Nudent

Country Director
Lao PDR Resident Mission




SCHEDULE 1
Description of the Project
B The objective of the Project is to enhance equitable access to, and the quality
of, lower secondary education. The Project will supplement the policy initiatives supported
under the Program and strengthen education management to ensure that the investments
made in the sector for improvement of the coverage and quality of education are sustainable.

2. The scope of the Project comprises:

Part A: Expanding access to formal lower secondary education through:

0] promoting equitable access in poor, remote and underserved rural areas for
girls and ethnic groups through provision of new schools or additional
classrooms; N

(ii) alleviating pressure on existing school facilities in high demand and rapid

growth areas through provision of new schools or additional classrooms; and
(iii) providing targeted support to poor students and disadvantaged schools
through provision of scholarships and education development grants.

Part.B: Improving the quality of formal basic education through;

(i) curriculum development;

(i) provision of textbooks and learning materials;
(iii) teacher training; and

(iv) provision of equipment and materials.

Part C: Strengthening the capacity for education management through:

0] strengthening the Education Management Information System through
creation of a Teacher Management Information System and Financial
Management Information System subsets;

(ii) strengthening the planning and budget preparation processes through
training and workshops; and

(iii) strengthening MOE's central inventory system for effective asset
management through design of a central system for registering and
monitoring physical assets.

3. The Projéct also includes provision of consulting services. The Project is
expected to be completed by 31 March 2012.



SCHEDULE 2

Allocation and Withdrawal of Grant Proceeds

General

1. The table attached to this Schedule sets forth the Categories of Goods,
Works, services and other items to be financed out of the proceeds of the Grant and the
allocation of amounts of the Grant to each such Category (hereinafter called the Table).
(Reference to "Category" or "Categories" in this Schedule is to a Category or Categories of
the Table.)

Percentages of ADB Financing

2. Except as ADB may otherwise agree, the items of the Categories listed in the
Table shall be financed out of the proceeds of the Grant on the basis of the percentages set
forth in the Table.

Reallocation

3. Notwithstanding the allocation of Grant proceeds and the withdrawal
percentages set forth in the Table,

(a) if the amount of the Grant allocated to any Category appears to be
insufficient to finance all agreed expenditures in that Category, ADB may, by notice to the
Recipient, (i) reallocate to such Category, to the extent required to meet the estimated
shortfall, amounts of the Grant which have been allocated to another Category but, in the
opinion of ADB, are not needed to meet other expenditures, and (ii) if such reallocation
cannot fully meet the estimated shortfall, reduce the withdrawal percentage applicable to
such expenditures in order that further withdrawals under such Category may continue until
all expenditures thereunder shall have been made; and

(b) if the amount of the Grant then allocated to any Category appears to
exceed all agreed expenditures in that Category, ADB may, by notice to the Recipient,
reallocate such excess amount to any other Category.

Disbursement Procedures

4. Except as ADB may otherwise agree, all Goods, Works and consulting
services to be financed out of the Grant proceeds shall be disbursed in accordance with
ADB’s “Loan Disbursement Handbook” dated January 2001 (ADB’s Loan Disbursement
Handbook), as amended from time to time.

Imprest Account; Statement of Ex.penditures

5. (a) Except as ADB may otherwise agree, the Recipient shall establish
immediately after the Effective Date, an imprest account at the Bank of Lao PDR. The
imprest account shall be established, managed, replenished and liquidated in accordance
with ADB's Loan Disbursement Handbook and detailed arrangements agreed upon between

the Recipient and ADB. The currency of the imprest account shall be dollars. The initial



Schedule 2

amount to be deposited into the imprest account shall not exceed the lower of (i) the
estimated expenditure for the first six months of Project implementation, or (ii) the equivalent
of ten (10) percent of the Grant amount.

(b) The statement of expenditures (SOE) procedure may be used for
reimbursement of eligible expenditures and to liquidate advances provided into the imprest
account in accordance with ADB's Loan Disbursement Handbook and detailed arrangements
agreed upon between the Recipient and ADB. Any individual payment to be reimbursed or
liguidated under the SOE procedure shall not exceed the equivalent of $50,000.
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TABLE

Attachment to Schedule 2

ALLOCATION AND WITHDRAWAL OF GRANT PROCEEDS
(Basic Education Sector Development Project)

CATEGORY ADB FINANCING
Amount Allocated Percentage and
$ Basis for Withdrawal
Number Item Category Subcategory from the Grant Account

1 Works 2,620,000 100 percent of total expenditure*
2 Equipment, Furniture 1,950,000 100 percent of total expenditure®
3 Materials 830,000 100 percent of total expenditure*
4 Training 3.220.000 100 percent of total expenditure®
5 School Development 800,000 amounts due

Fund
6 Studies (Impact 200,000

Assessment, 100 percent of total expenditure®

Monitoring and

Evaluation)
7 Project Management 230.000 100 percent of total expenditure*
8 Consulting Services 1,690,000 100 percent of total expenditure®
9 |Unallocated 1,120,000 amounts due

Total 12,660,000

* Exclusive of local taxes and duties




11

SCHEDULE 3

Procurement of Goods and Works, and Consulting Services

General

1. All Goods and Works, and consulting services, to be financed out of the
proceeds of the Grant shall be subject to and governed by the Procurement Guidelines, and
the Consulting Guidelines, respectively.

2. All terms used and not otherwise defined in this Grant Agreement have the
meanings provided in the Procurement Guidelines and/or the Consulting Guidelines, as
applicable.

. Procurement for Goods and Works

3. Except as ADB may otherwise agree, Goods and Works shall only be
procured on the basis of the methods of procurement set forth below:

National Competitive Bidding
Shopping

The methods of procurement are subject to, among other things, the detailed arrangements
and threshold values set forth in the Procurement Plan. The Recipient may only modify the
methods of procurement or threshold values with the prior agreement of ADB, and
modifications must be set out in updates to the Procurement Plan. .

4, No procurement activity may be undertaken under National Competitive
Bidding until ADB and the Recipient have agreed in writing on any necessary modifications
or clarifications to the Recipient’s public procurement procedures to ensure consistency with
ADB’s Procurement Guidelines. Such modifications or clarifications shall be subsequently
reflected in the Procurement Plan and are hereby incorporated by reference to this Grant
Agreement.

Selection of Consulting Services

5. Quality- and Cost-Based Selection. Except as ADB may otherwise agree, the
Recipient shall apply quality- and cost-based selection for selecting and engaging consulting
services.

Industrial or Intellectual Property Rights

6. (a) The Recipient shall ensure that all Goods and Works procured
(including without limitation all computer hardware, software and systems, whether
separately procured or incorporated within other goods and services procured) do not violate
or infringe any industrial property or intellectual property right or claim of any third party.
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Schedule 3

(b) The Recipient shall ensure that all contracts for the procurement of
Goods and Works contain appropriate representations, warranties and, if appropriate,
indemnities from the contractor or supplier with respect to the matters referred to in
subparagraph (a) of this paragraph.

7. The Recipient shall ensure that all ADB-financed contracts with consultants contain
appropriate representations, warranties and, if appropriate, indemnities from the consultants
to ensure that the consulting services provided do not violate or infringe any industrial
property or intellectual property right or claim of any third party.

ADB’s Review of Procurement Decisions

8. All contracts procured under international competitive bidding procedures and
contracts for consulting services shall be subject to prior review by ADB, unless otherwise
agreed between the Recipient and ADB and set forth in the Procurement Plan.
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SCHEDULE 4

Execution of Project and Operation of
Project Facilities; Financial and Other Matters

A PROJECT IMPLEMENTATION

1. As the Project Executing Agency, MOE shall have overall responsibility for
Project coordination and implementation. The Steering Committee shall provide overall
guidance to the Project and monitor its activities and outputs.

2. The Director General of the Department of General Education of MOE shall be
the Project Director, and shall be assisted by the departments and institutions of MOE at the
national, provincial and district levels for activities that fall within their respective areas of
responsibility. The PMU, established by the Recipient, shall assist MOE to coordinate and
supervise Project implementation. The PMU shall be maintained with adequate support staff
and resources throughout the Project implementation period.

B. FINANCIAL AND OTHER MATTERS

Counterpart Funds

3. The Recipient shall ensure that (i) counterpart funds required during the
Project implementation period are provided on time; (ii) annual budgetary appropriation
requests are submitted in a timely manner; and (iii) appropriated funds are disbursed
promptly when needed for Project implementation purposes.

Teacher Deployment

4. The Recipient shall ensure adequate and timely employment of qualified
teachers for the new schools and additional classrooms to be constructed under the Project.

Anticorruption Measures

5. (a) The Recipient shall comply with, and shall cause MOE to comply with
ADB’s Anticorruption Policy. The Recipient (i) acknowledges ADB's right to investigate,
directly or through its agents, any alleged corrupt, fraudulent, collusive or coercive practices
relating to the Project; and (ii) agrees to cooperate fully with, and to cause MOE to cooperate
fully with any such investigation and to extend all necessary assistance, including providing
access to all relevant books and records, as may be necessary for the satisfactory
completion of any such investigation.

(b) Without limiting the generality of the preceding paragraph, the
Recipient shall (a) ensure that MOE conducts periodic inspections on the contractors’
activities related to fund withdrawals and settlements and (b) ensure and cause MOE to
ensure that all contracts financed by ADB in connection with the Project include provisions
specifying the right of ADB to audit and examine the records and accounts of MOE and all
contractors, suppliers, consultants and other service providers as they relate to the Project.






