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October 28, 2003

The World Bank
1818 H Street N.W.
(202) 477-1234

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
Washington, D.C.  20433
Cable Address:  INTBAFRAD

INTERNATIONAL DEVELOPMENT ASSOCIATION
U.S.A.
Cable Address:  INDEVAS

Disbursement of Retention Money

We are pleased to inform you that the Bank has streamlined procedures for disbursing against eligible expenditures for retention money.  This change, which responds to borrower requests, is intended to facilitate smooth project implementation.

Eligibility.  Under the new procedures, retention money is an eligible expenditure if the contract for the works is completed, and the works are provisionally accepted, before the loan closing date, and if the contract provides for the option of replacing the retention money with an on-demand bank guarantee or other suitable performance security.

New Procedures.   To obtain disbursement against an expenditure for retention money, the borrower submits the withdrawal application to the Bank and (a) if full documentation is required for expenditures under the contract, also submits evidence of provisional acceptance and a copy of the bank guarantee in addition to the other standard supporting documentation; or (b) if the contract is disbursed on the basis of Statements of Expenditure (SOEs) or Project Management Reports (PMRs), or Financial Management Reports (FMRs), retains such documentation and makes it available for review by auditors and the Bank upon request.  Upon completion of the Defects Liability Period, the borrower retains a copy of the project manager's certification that the contractor has corrected all defects about which it was notified; in accordance with standard policy, the borrower refunds to the Bank any amount withdrawn that exceeds the amount of eligible expenditure.

Prompt Action.  For effective project and procurement planning it is important that the borrower (a) take timely action for the release of retention money based upon an on-demand bank guarantee or other suitable performance security; (b) monitor the contractor’s correction of all defects notified to it by the project; and (c) prepare a copy of the project manager’s certification regarding the correction of all defects during the Defects Liability Period as soon as the project manager makes the certification.

Effectiveness.  Effective immediately the Bank will accept applications for withdrawal that meet the conditions outlined above.  This change will not be applied retroactively to closed loans which are beyond the deadline for receipt of withdrawal applications.

We are sending this letter to all borrowers of record and guarantors.  Please feel free to share this letter with any other concerned project managers and agencies.  This procedural change is also posted at the World Bank Internet site (http://www.worldbank.org/html/opr/procure/borrower.html) in English as well as in Arabic, Chinese, French, Portuguese, Russian, and Spanish. 
Jan Wright

Director, Loan Department
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