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Resolution DE-194/12
LOAN CONTRACT No. 2862/OC-SU
between the

REPUBLIC OF SURINAME
and the

INTER-AMERICAN DEVELOPMENT BANK

Public Expenditure Management Program II
December 1, 2012
LEG/SGO/CCB/IDBDOCS#37211816

LOAN CONTRACT
PART ONE

SPECIAL CONDITIONS
INTRODUCTION

Parties, Objective, Constituent Elements, and Executing Agency 
1.
PARTIES AND OBJECTIVE OF THE CONTRACT 

CONTRACT entered into on December 1, 2012, between the REPUBLIC OF SURINAME (hereinafter referred to as the “Borrower”) and the INTER-AMERICAN DEVELOPMENT BANK (hereinafter referred to as the “Bank”) to cooperate in the execution of a program to support the Public Expenditure Management Program (hereinafter referred to as the “Program”). 

2.
CONSTITUENT ELEMENTS OF THE CONTRACT AND REFERENCE TO THE GENERAL CONDITIONS 

(a)
This Contract consists of these Special Conditions and the General Conditions. If any provision of the Special Conditions should present any inconsistency or contradiction with the General Conditions, the provisions of the Special Conditions shall prevail. In the case of inconsistencies or contradictions between the provisions of the Special Conditions, specific provisions shall prevail over general provisions.
(b)
Procedural provisions relating to amortization, interest, credit fee, inspection and supervision, conversions and disbursement, as well as other conditions related to Program execution, are established in detail in the General Conditions. The General Conditions also include general definitions.

3.
EXECUTING AGENCY
The parties agree that the execution of the Program and the utilization of the resources of the financing from the Bank shall be carried out by the Borrower, through its Ministry of Finance (MoF), which for the purposes of this Contract shall be referred to as the "Executing Agency".

CHAPTER I
The Loan

SECTION 1.01.
Amount and Approval Currency of the Loan. In accordance with this Contract, the Bank agrees to lend to the Borrower, and the Borrower accepts, a loan of up to the amount of twenty million Dollars (US$20,000,000), hereinafter the “Loan”.

SECTION 1.02.
Disbursement requests and Disbursement currency. (a) The Borrower may request disbursements of the Loan pursuant to Article 4.04 of the General Conditions.


(b)
All disbursements shall be denominated and made in Dollars, unless the Borrower requests that a disbursement be denominated in a currency other than the Dollar, pursuant to the provisions of Chapter V of the General Conditions.

SECTION 1.03.
Currency Availability. If the Bank is unable to obtain access to the currency requested by the Borrower, the Bank may, in consultation with the Borrower, disburse the Loan in another currency of its choice. 

SECTION 1.04.
Disbursement Period. The Original Disbursement Period will be twelve (12) months from the effective date of this Contract. Any extension to the Original Disbursement Period shall be subject to the provisions of Article 3.02 (f) of the General Conditions.

SECTION 1.05.
Amortization Schedule. (a) The Final Amortization Date is the date twenty (20) years from the date of signature of this Contract. The Original WAL of the Loan is 12.75 years. 


(b)
The Loan shall be repaid by the Borrower in semiannual, consecutive and as far as possible, equal installments. The first installment shall be due on the expiration date of the sixty-six (66) month period after the date of entry into effect of this Contract, and the last installment shall be paid no later than the Final Amortization Date. If the expiration date of the period for the payment of the first amortization installment does not fall on the 15th day of the month, the payment of the first amortization installment shall be made on that date which is the 15th day of the month, which date most immediately precedes the expiration date of such period (in the same month or the prior month, as the case may be.) If the Final Amortization Date does not fall on an interest payment date, the payment of the last amortization installment shall be made on the interest payment date immediately preceding the Final Amortization Date.

(c)
The Parties may agree to modify the Loan Amortization Schedule as set forth in Article 3.02 of the General Conditions.
SECTION 1.06.
Interest. (a) The Borrower shall pay interest on the daily Outstanding Loan Balances at a rate determined pursuant to the provisions of Article 3.03 of the General Conditions. 

(b)
Interest shall be payable to the Bank semiannually. The first interest payment shall be due on the expiration date of the six-month (6-month) period from the date of entry into effect of this Contract. If the expiration date of the period for the payment of the first interest payment does not fall on the fifteenth (15th) day of the month, the first interest payment shall be made on that date which is the fifteenth (15th) day of the month, which date most immediately precedes the expiration date of such period (in the same month or the prior month, as the case may be).
SECTION 1.07.
Credit Fee. The Borrower shall pay a credit fee as set forth in Articles 3.04, 3.05, and 3.07 of the General Conditions. 

SECTION 1.08.
Resources for General Inspection and Supervision. The Borrower shall not be required to cover the Bank’s expenses for general inspection and supervision, unless the Bank establishes otherwise pursuant to Article 3.06 of the General Conditions.
SECTION 1.09.
Conversion. The Borrower may request Currency Conversions and/or Interest Rate Conversions at any time during the term of this Contract, as set forth in Chapter V of the General Conditions. 
(a)
Currency Conversion. The Borrower may request that a disbursement or all or part of the Outstanding Loan Balance be converted to a Non-Borrowing Country Currency, or to a Local Currency, which the Bank can efficiently source, subject to the Bank’s operational and risk management considerations. It is understood that any disbursement denominated in Local Currency shall constitute a Currency Conversion, even when the Approval Currency is the same Local Currency.


(b)
Interest Rate Conversion. The Borrower may request that, with respect to all or part of the Outstanding Loan Balance, the LIBOR-based Interest Rate be converted to a fixed interest rate or any other Interest Rate Conversion option requested by the Borrower and accepted by the Bank.

CHAPTER II

Objective and Use of Funds

SECTION 2.01.

Objective. (a) The objective of this Program is to support the Borrower’s reform efforts to enhance public expenditure management. The reforms combine policy initiatives and government actions in three areas: (i) public investment management; (ii) public procurement; and (iii) public financial management and audit. The first area addresses issues related to policies, practices, and mechanisms for improved project cycle management, including better strategic vision in the pre-investment stage. While the second and third areas are considered to be key pillars to enhance project implementation.

(b)
The Borrower may not use resources of the Loan to finance expenditures described in Sections 2.04 and 2.05 of these Special Conditions. The resources of the Loan may be used to finance the item referred to in Section 1.08 of these Special Conditions and Article 3.06 of the General Conditions.

(c)
The Bank will make the disbursement in one (1) single Disbursement Tranche subject to the Borrower’s compliance with the conditions precedent set forth in this Contract.
SECTION 2.02.
Conditions precedent to all disbursements of the Loan. The disbursements of the Loan will be subject to compliance, by the Borrower, to the Bank’s satisfaction, with the following conditions in addition to those set forth in Articles 4.01 and 4.03 of the General Conditions:
(a) Maintains a macroeconomic framework conducive to the achievement of the Program’s objectives and in accordance with the Policy Letter referred to in Section 3.01 of these Special Conditions;

(b)
Fulfills the conditions established in these Special Conditions for the disbursement of the corresponding tranche;

(c)
Maintains open throughout execution of the Program the special bank account(s) referred to in Article 4.01(c) of the General Conditions, in which the Bank will disburse the resources of the Loan; and
(d)
Continues to fulfill the measures of policy regarding the tranche or tranches already disbursed, as the case may be.
SECTION 2.03.
Special conditions precedent to the disbursement of the first and only Disbursement Tranche. The disbursement of the first and only Disbursement Tranche of the Loan is subject to compliance, by the Borrower, to the Bank’s satisfaction, with the following conditions in addition to those set forth in Articles 4.01 and 4.03 of the General Conditions, and those set forth in Section 2.02 of these Special Conditions:
I. Public Investment Management
(a) That a regulatory framework establishing a mechanism for identification, selection, budget allocation, monitoring and evaluation of public investment projects is approved;
(b) That the Methodologies for the formulation, evaluation, and selection of public investment projects are approved;
(c) That the Procedures Manual is approved and its use made mandatory as of July 2013;
(d) That a formal training program for the formulation, evaluation and selection of public investment projects is approved;
(e) That the design of a system to register public investment projects and monitor their implementation is approved;
II. 
Public Procurement
(f) That the Operating Regulations for public procurement are approved;
(g) That the Procurement Handbook is approved;
(h) That the Standard Bidding Documents are approved;
(i) That a formal training program for public procurement officers is initiated;
(j) That a functional public procurement portal is created with the architecture and functionalities necessary to provide information on business opportunities, invitations to tenders, contract awards, minutes of tender openings, regulations, and standard bidding documents;
III.
Public Financial Management and Audit

(k) That an Action Plan for the implementation of Public Financial Management reform strategy is approved;
(l) That the White Paper for a new Budget Law is approved;
(m) That the conceptual design for a Financial Management Information System is approved; and 
(n) That the Strategic Plans for the institutional strengthening of CLAD and Rekenkamer are approved.
SECTION 2.04. 
Expenditures excluded from the Loan. (a) Resources of the Loan may not be used to finance:
(i)
expenditures in goods included in the groups or sub-groups of the United Nations Standard International Trade Classification (SITC) list, as indicated in Section 2.05 of these Special Conditions;

(ii)
expenditures in goods acquired under contracts for an amount less than the equivalent of ten thousand Dollars (US$10,000);
(iii)
expenditures in goods financed in foreign exchange, under medium or long terms;

(iv)
expenditures in luxury goods;

(v)
expenditures in weapons; 
(vi)
expenditures in goods for the use of the armed forces; and
(vii)
expenditures in goods from countries that are not members of the Bank. 


(b)
If the Bank determines at any time, that resources of the Loan have been used to pay for any expenditures referred to in subsection (a) of this Section, the Borrower will have to immediately reimburse to the Bank or to the special account referred to in subsection (c) of Article 4.01 of the General Conditions, as the Bank may determine, the total amount of the resources of the Loan used for the payment of expenditures excluded from the Loan. 

SECTION 2.05 
Negative list. The goods referred to in subsection (a)(i) of Section 2.04 hereinabove are those which are included in the following groups and sub-groups of the United Nations Standard International Trade Classification (SITC)
, including any amendment that may be made to these groups or sub-groups and of which the Bank shall notify the Borrower:

	GROUPS
	SUB-GROUPS
	DESCRIPTION OF ITEM

	112

121

122

525

667

718

897

971
	-

-

-

-

-

718.7

897.3

-
	Alcoholic beverages

Tobacco, unmanufactured tobacco refuse

Tobacco, manufactured (whether or not containing tobacco substitutes)

Radioactive and associated materials

Pearls, precious and semi-precious stones, worked or unworked

Nuclear reactors, and parts thereof, fuel elements (cartridges), non-irradiated for nuclear reactors

Gold, silver or platinum jewelry (except watches, and watch cases) and goldsmiths' or silversmiths' wares (including set gems)

Gold, non-monetary (excluding gold ores and concentrates)


CHAPTER III
Execution of the Program
SECTION 3.01. 
Policy Letter. The Borrower and the Bank agree that the contents of the Policy Letter dated September 28, 2012, from the Borrower to the Bank, that describes the objectives, policies and actions intended to achieve the objectives of the Program and in which the Borrower declares its commitment to the execution of the Program, are an integral part of the Program for the purposes established in Section 3.04 of these Special Conditions. 

SECTION 3.02. 
Periodic meetings. (a) The Borrower and the Bank shall meet, at the request of either party and on the date and place agreed upon, to exchange views on: (i) the general progress achieved in the implementation of the Program, compliance with the conditions set forth in Sections 2.02 and 2.03 of these Special Conditions, and performance of the commitments undertaken by the Borrower in the Policy Letter referred to in Section 3.01 above; and (ii) the consistency of the Borrower’s macroeconomic framework with the objectives of the Program. Prior to any such meeting, the Borrower shall submit to the Bank, for its review and comments, a report in such detail as the Bank shall reasonably request on the fulfillment of the obligations referred to in sub-paragraphs (i) and (ii) of this Section. 


(b)
If from the review of the Program’s reports, the Bank determines that the implementation of the Program is not satisfactory, the Borrower shall submit to the Bank within thirty (30) days from the date of the Bank’s notification, the plans or reports necessary to correct the problems, along with a timetable for their implementation.

SECTION 3.03. 
Ex-Post evaluation. The Borrower agrees to cooperate, directly or through the Executing Agency, in the evaluation of the Program to be carried out by the Bank after the Program’s execution, with the purpose of identifying to what extent the objectives of the Program have been reached, and to provide to the Bank all the information, data and documentation that the Bank may request to carry out said evaluation.

SECTION 3.04. 
Modification of legal provisions and basic regulations. The parties agree that, if changes are made to the macroeconomic and sector policies indicated in the Policy Letter referred to in Section 3.01 of these Special Conditions, in the legislation, or in the basic regulations of the Executing Agency, that the Bank considers could substantially affect the Program, the Bank shall have the right to request of the Borrower all necessary and reasonable information, with the purpose of determining whether said changes may have a substantial adverse effect in the execution of the Program. The Bank, after receiving and analyzing the information provided by the Borrower, and after consultation with the Borrower, may take the measures it deems necessary in accordance with the provisions of this Contract.

CHAPTER IV
Records, Inspections, and Reports
SECTION 4.01. 
Records, inspections, and reports. The resources of the Loan will be deposited in the Special Account or in the Special Accounts exclusively designated for the Program. The Borrower agrees to maintain accounting records, and an adequate internal control system, in accordance with Article 7.01 of the General Conditions. 

SECTION 4.02 
Audits. In accordance with Article 7.01 of the General Conditions of this Contract, the Borrower shall submit to the Bank, upon request of the Bank and within ninety (90) days following such request, an audited financial report of the use of the resources of the Loan. The report will be duly certified by a firm of public independent accountants acceptable to the Bank, and in accordance with terms of reference previously approved by the Bank. 

CHAPTER V
Miscellaneous Provisions
SECTION 5.01. 
Entry into Effect. The parties agree that this Contract shall enter into effect on the date of its signature.

SECTION 5.02 
Termination. The Loan and all the obligations that derive thereof shall be deemed terminated upon full payment of the Loan and all interest and fees, together with other expenses, premiums, and costs arising out of this Contract.

SECTION 5.03 
Validity. The rights and obligations set forth in this Contract are valid and enforceable in accordance with its terms, regardless of the laws of any given country.
SECTION 5.04 
Communications. Any notice, request, or communication from one party to another by virtue of this Contract shall be made in writing and shall be considered to have been made when the relevant document is delivered to the addressee at the respective address given below, unless the parties agree otherwise in writing:

For the Borrower: 

Mailing address:

Ministry of Finance

Tamarindelaan 3

Onafhankelijkheidsplein
Paramaribo, Suriname


Facsimile: (597) 476-314
For the Bank:

Mailing address:

Inter-American Development Bank

1300 New York Avenue, N.W.

Washington, D.C. 20577

U.S.A.

Facsimile: (202) 623-3096

CHAPTER VI
Arbitration
SECTION 6.01 
Commitment to Arbitrate. For the resolution of any controversy which may arise under this Contract and which is not resolved by agreement between the parties, the Borrower and the Bank agree to unconditionally and irrevocably submit themselves to the procedures and ruling of the Arbitration Tribunal referred to in Chapter IX of the General Conditions.

IN WITNESS WHEREOF, the Borrower and the Bank, each acting through its authorized representative, have signed this Contract in two (2) equally authentic originals in Paramaribo, Suriname, on the date above written.
	REPUBLIC OF SURINAME
	INTER-AMERICAN DEVELOPMENT BANK



	/s/ Adelien Wijnerman
	/s/ Marco Nicola

	__________________________________

Adelien Wijnerman
Minister of Finance
	___________________________________

Marco Nicola
Representative in Suriname


�	See the Standard International Trade Classification, Revision 3 (SITC, Rev. 3), published by the United Nations in Statistical Papers, Series M, No. 34/Rev. 3 (1986).
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