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CREDI T NUMBER 2958 GE

Proj ect Agreenent

(Power Rehabilitation Project)

bet ween

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

and

JO NT STOCK COVPANY “TBI LSRESI "

Dat ed June 19, 1997
CREDI T NUMBER 2958 GE
PRQIECT AGREEMENT

AGREEMENT, dated June 19, 1997, between | NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON
(the Association) and JO NT STOCK COVPANY “TBI LSRESI” (Thil sresi).

WHEREAS (A) by the Devel opment Credit Agreenent of even date herewi th between
Georgia (the Borrower) and the Association, the Association has agreed to nake
avail able to the Borrower an anount in various currencies equivalent to thirty seven
mllion seven hundred thousand Special Drawi ng Rights (SDR 37,700, 000), on the terns
and conditions set forth in the Devel opment Credit Agreement, but only on condition
that Thilsresi agree to undertake such obligations toward the Association as are set
forth in this Agreenment; and

(B) by a subsidiary |oan agreenent to be entered into between the Borrower
and Thilsresi, the proceeds of the Credit provided for under the Devel opment Credit
Agreement will be nade available to Thilsresi on the ternms and conditions set forth in

sai d Subsidiary Loan Agreenent.
WHEREAS Thi | sresi, in consideration of the Association’s entering into the
Devel opnent Credit Agreement with the Borrower, has agreed to undertake the
obligations set forth in this Agreement;
NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |

Definitions



Section 1.01. Unless the context otherw se requires, the several terns defined
in the Devel opment Credit Agreenent, in the Preanble to this Agreenent and in the
General Conditions (as so defined) have the respective meanings therein set forth and
the followi ng ternms have the foll ow ng meani ngs:

(a) “FY” neans the fiscal year of Thilsresi being the cal endar year;

(b) “PMJ'" means the nanagenent unit for the Project, established for the
purpose of inplenentation of the Project and referred to in Section 1 of Schedule 2 to
this Agreerent; and

(c) “I' AS" means International Accounting Standards.
ARTI CLE 11
Execution of the Project

Section 2.01. (a) Thilsresi declares its conmtnent to the objectives of the
Project as set forth in Schedule 2 to the Devel opment Credit Agreement, and, to this
end, shall carry out the Project with due diligence and efficiency and in conformty
with appropriate administrative, financial, engineering, environnental and public
utility practices, and shall provide, or cause to be provided, pronptly 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 Association and Tbil sresi shall otherw se agree, Thilsresi shall
carry out the Project in accordance with the inplenmentation programset forth in
Schedule 2 to this Agreenent.

Section 2.02. Except as the Association 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 Credit shall be governed by the provisions of the Schedule to this
Agr eenent .

Section 2.03. Thilsresi shall carry out the obligations set forth in Sections
9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions (relating to
i nsurance, use of goods and services, plans and schedul es, records and reports,
mai nt enance and | and acqui sition, respectively) in respect of the Project Agreement.

(b) For the purposes of Section 9.07 of the General Conditions and without
limtation thereto, Tbilsresi shall:

(i) prepare, on the basis of guidelines acceptable to the Association
and furnish to the Association not later than six (6) months after the
Cl osing Date or such later date as nay be agreed for this
pur pose between the Association and Thilsresi a plan for the future

operation of the Project; and

(ii) afford the Association a reasonabl e opportunity to exchange vi ews
with Thi |l sresi on said plan.

Section 2.04. Thilsresi shall duly performall its obligations under the
Subsi di ary Loan Agreenent. Except as the Association shall otherw se agree, Thil sresi
shall not take or concur in any action which would have the effect of amending,
abrogating, assigning or waiving the Subsidiary Loan Agreenment or any provision
t her eof .

Section 2.05. (a) Thilsresi shall, at the request of the Association, exchange
views with the Association with regard to the progress of the Project, the performance
of its obligations under this Agreement and under the Subsidiary Loan Agreenent, and
other matters relating to the purposes of the Credit.

(b) Thil sresi shall pronptly informthe Association of any condition which
interferes or threatens to interfere with the progress of the Project, the
acconpl i shmrent of the purposes of the Credit, or the performance by Thilsresi of its
obligations under this Agreement and under the Subsidiary Loan Agreenent.



ARTI CLE |11
Managenent and Qperations of Thbil sresi

Section 3.01. Thilsresi shall carry on its operations and conduct its affairs in
accordance with sound admi nistrative, financial, environmental and public utility
practi ces under the supervision of qualified and experi enced managenent assisted by
conpetent staff in adequate nunbers.

Section 3.02. Thilsresi shall at all times operate and naintain its plant,
machi nery, equi pnent and ot her property, and fromtine to time, pronptly as needed,
make all necessary repairs and renewal s thereof, all in accordance with sound
engi neering, financial and public utility practices and in accordance with the
provisions of its Operational Plan.

Section 3.03. Thilsresi shall take out and maintain with responsible insurers,
or make ot her provision satisfactory to the Association for, insurance against such
risks and in such amounts as shall be consistent with appropriate practice.

ARTICLE |V
Fi nanci al and O her Covenants

Section 4.01. (a) Thilsresi shall nmaintain records and accounts adequate to
reflect in accordance with sound accounting practices its operations and financi al
condi ti on.

(b) Thil sresi shall:

(i) have its records, accounts and financial statements (bal ance
sheet s, statenents of income and expenses and rel at ed
statenents) for each fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by independent auditors

acceptable to the Association;

(ii) furnish to the Association as soon as available, but in any case

not |ater than six (6) nonths after the end of each such year:
(A) certified copies of its financial statenments for such year as so
audited (and, if such statenents have not been prepared in accordance
with I'AS, they shall be suppl emented by the statements revised in
accordance with 1AS); and (B) the report of such audit by said

audi tors of such scope and in such detail as the Association
shall have reasonably requested; and

(iii) furnish to the Association such other information concerning said
records, accounts and financial statenents as well as the
audit thereof, as the Associ ation shall fromtine to tine
reasonably request.

Section 4.02. Thilsresi shall take all actions required on its part to ensure
that its accounts receivabl e and accounts payable, accrued on or after January 1,
1997, shall not exceed the equivalent of: (i) 90 days of accrual by Decenmber 31, 1997;
(ii) 60 days of accrual by Decenber 31, 1998; and (iii) 60 days of accrual by Decenber
31, 1999.

Section 4.03. (a) Except as the Association shall otherw se agree, Thil sresi
shall not incur any debt unless a reasonable forecast of the revenues and expenditures
of Thilsresi shows that the estimated net revenues of Thilsresi for each FY during the
termof the debt to be incurred shall be at least 1.5 tinmes the estinmated debt service
requi rements of Thilsresi in any such FY on all debt of Tbilsresi, including the debt
to be incurred.

(b) For the purposes of this Section:

(i) The term “debt” neans any i ndebtedness of Thilsresi maturing by
its terms nore than one year after the date on which it is



originally incurred.

(ii) Debt shall be deened to be incurred: (A) under a |oan contract or

agreenent or other instrunent providing for such debt or for the

nmodi fication of its terms of payment on the date of such contract,
agreenent or instrunent; and (B) under a guarantee agreenment, on
the date the agreenent providing for such guar ant ee has been

entered into.

(iii) The term“net revenues” neans the difference between: (A) the sum

of revenues fromall sources related to operations and net non-operating
i ncomre; and (B) the sum of all expenses related to operations

i ncl udi ng admi ni strati on, adequat e mai nt enance, taxes and payments
in lieu of taxes, but excluding provi sion for depreciation, other
non-cash operating charges and interest and ot her charges on debt.

(iv) The term “net non-operating i ncone” nmeans the difference between:
(A) revenues fromall sources other than those related to operations; and
(B) expenses, i ncluding taxes and paynments in lieu of taxes,
incurred in the generation of revenues in (A) above.

(v) The term “debt service requirenents” neans the aggregate anount of
repayment s (including sinking fund paynents, if any) of, and interest
and ot her charges on, debt.

(vi) The term “reasonabl e forecast” neans a forecast prepared by
Thi | sresi not earlier than twelve nmonths prior to the
i nci dence of the debt in question, whi ch both the Associ ation
and Thil sresi accept as reasonable and as to which the Associ ation has
notified Thilsresi of its acceptability, provided that no event has

occurred since such notification which has, or may reasonably be
expected in the future to have, a material adverse effect on the financial
condition or future operating results of Thilsresi.

(vii) Wenever for the purposes of this Section it shall be necessary to
value, in terms of the currency of the Borrower, debt payable in
anot her currency, such val uation shall be made on the basis of the
prevailing lawful rate of exchange at which such other currency is,
at the tinme of such val uation, obtainable for the purposes of servicing
such debt, or, in the absence of such rate, on the basis of a rate of
exchange acceptable to the Associ ation.

Section 4.04. (a) Except as the Association shall otherw se agree, the Borrower
shall maintain a ratio of current assets to current liabilities of not |ess than 1.3.

(b) Before Cctober 1 in each of its fiscal years, Thilsresi shall, on the
basi s of forecasts prepared by Thilsresi and satisfactory to the Association, review
whet her it would nmeet the requirenents set forth in paragraph (a) in respect of such
year and the next followi ng fiscal year and shall furnish to the Association the
results of such review upon its conpletion.

(c) If any such review shows that Thilsresi would not neet the requirenents
set forth in paragraph (a), for fiscal years covered by such review, Thilsresi shall
promptly take all necessary neasures (including, without limitation, adjustments of
the structure or levels of its tariffs in order to neet such requirenents.

(d) For the purposes of this Section:

(i) The term “current assets” neans cash, all assets which could in
the ordinary course of business be converted into cash within twelve
nmont hs, i ncl udi ng accounts recei vabl e, marketabl e securities,
inventories and pre-paid expenses properly chargeable to operating
expenses within the next fiscal years.

(ii) The term*“current liabilities” means all liabilities which wll
become due and payabl e or coul d under circunstances then existing be

called for payment wi thin twel ve nonths, including accounts



payabl e, customer advances, debt service requirenents, taxes and
paynents in lieu of taxes, and dividends.

(iii) The term“debt service requirenments” neans the aggregate anount of

repayment s (i ncluding sinking fund paynents, if any) of, and interest
and ot her charges on, debt.

(iv) Whenever for the purposes of this Section it shall be necessary to
value, in terms of the currency of the Borrower, debt payable in
anot her currency, such val uation shall be made on the basis of the
prevailing lawful rate of exchange at which such other currency is
at the tinme of such valuation, obtainable for the purposes of servicing
such debt, or, in the absence of such rate, on the basis of a rate of

exchange acceptable to the Associ ation.

Section 4.05. Thilsresi shall: (a) prepare its business and investnent plan for
1997-1999 in accordance with the guidelines agreed with the Association, and shal
submit it for the Association’s approval by June 30, 1997

(b) thereafter, take all neasures necessary for effective inplenentation of
such pl an; and

(c) shall consult with the Association prior to any nodification of such
pl an.

Section 4.06. (a) Not later than Cctober 1 of each year of Project
i mpl ementation, Thilsresi shall submit to the Association Thilsresi’s financial
projections for the current and followi ng fiscal years (balance sheet, incone
statenent and cash-fl ow statement) showi ng the conmpany’s expected financial condition
particularly its debt-service ratio, current ratio, and days of accounts receivable
and payabl e.

(b) Not | ater than October 1, 1997 and 1998, Thilsresi shall submit to the
Associ ation the sales prices which shall beconme effective on January 1, 1998 and 1999
respectively, and which shall be sufficient to cover at |east the reasonabl e operating
costs, depreciation, interest paynents, and bad debts (defined as accounts receivable
in excess of 90 days), and would allow the conpany to satisfy financial covenants set
forth in this Agreenent.

(c) Not | ater than October 1 of each year of Project inplenentation
Thil sresi shall subnmit for the Association s review and approval, the Power Purchase
Agreement for the next cal endar year, as approved by the Borrower’s regul atory
aut hority, have the Power Purchase Agreenent signed by the contracting parties, by
Decenber 1 of that year, and consult the Association prior to maki ng any anendnents to
the Power Purchase Agreenent.

ARTI CLE V

Effective Date; Term nation
Cancel | ati on and Suspensi on

Section 5.01. This Agreenent shall come into force and effect on the date upon
whi ch the Devel opment Credit Agreement becones effective

Section 5.02. (a) This Agreenent and all obligations of the Association and of
Thi |l sresi thereunder shall terminate on the earlier of the follow ng two dates:

(i) the date on which the Devel opnent Credit Agreenment shall term nate
in accordance with its terns; or

(ii) the date twenty (20) years after the date of this Agreenent.
(b) If the Devel opnent Credit Agreenment terminates in accordance with its
terms before the date specified in paragraph (a) (ii) of this Section, the Association
shall pronptly notify Thilsresi of this event.

Section 5.03. Al the provisions of this Agreenent shall continue in full force



and effect notw t hstanding any cancel | ati on or suspension under the CGeneral
Condi tions.

ARTI CLE VI
M scel | aneous Provi si ons

Section 6.01. Any notice or request required or permtted to be given or nade
under this Agreenent and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deenmed to have been
duly given or nmade when it shall be delivered by hand or by mail, telegram cable,
telex or radiogramto the party to which it is required or pernitted to be given or
made at such party’s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or maki ng such
request. The addresses so specified are:

For the Association:

I nternational Devel opnent Association
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anmerica

Cabl e address: Tel ex:
| NDEVAS 248423 (MCl) or
Washi ngton, D.C 64145 (MCl)

For Thilsresi:

1, D. Agmashenebeli Str.
380010 Gar dabani
Georgi a

Tel ex:
212264 ATOM SU

Section 6.02. Any action required or permtted to be taken, and any docunent
required or pernmitted to be executed, under this Agreement on behal f of Thilsresi nmay
be taken or executed by the Director General or such other person or persons as the
Director General shall designate in witing, and Thilsresi shall furnish to the
Associ ation sufficient evidence of the authority and the authenticated speci nen
signature of each such person.

Section 6.03. This Agreenent nay be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrument.

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanmes in
the District of Colunmbia, United States of America, as of the day and year first above
witten.

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Janmes Harrison
Acting Regional Vice President
Europe and Central Asia

JO NT STOCK COVPANY “TBI LSRESI "



By /s/ Tedo Japaridze
Aut hori zed Representative

SCHEDULE 1
Procurenent and Consul tants’ Services
Section |. Procurenent of Goods
Part A Gener al

Goods shall be procured in accordance with the provisions of Section | of the
“Qui delines for Procurenent under |IBRD Loans and | DA Credits” published by the Bank in
January 1995 and revised in January and August 1996, (the Cuidelines) and the
follow ng provisions of this Section, as applicable.

Part B: I nternational Conpetitive Bidding

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.

Part C O her Procurenent Procedures
1. I nternational Shopping

Envi ronnental nonitoring equi pnment nmay 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.

2. Direct Contracting

Fuel costing $10, 000,000 equivalent or less in the aggregate may, with the
Associ ation’s prior agreenent, be procured in accordance with the provisions of
paragraph 3.7 of the Guidelines.

Part D: Revi ew by the Association of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding or 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 Cuidelines. Procurenent of all goods shall be
undertaken in accordance with such procurenent plan as shall have been approved by the
Associ ation, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for goods awarded in accordance with Part B
of Section | of this Schedule and estimated to cost the equival ent of $300, 000 or
nmore, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the CGuidelines
shal | apply.

(b) Wth respect to each contract awarded in accordance with Part C 2 of
Section | of this Schedule, the followi ng procedures shall apply: (i) prior to the
execution of any contract procured, the Borrower shall provide to the Association a
copy of the specifications and the draft contract; and (ii) in addition, the
procedures set forth in paragraphs 2 (f), 2 (g) and 3 of Appendix 1 to the Guidelines
shal | 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. Enpl oynent of Consultants

1. Consul tants’ services shall be procured under contracts awarded i n accordance
with the provisions of the “CGuidelines for the Use of Consultants by Wrld Bank
Borrowers and by The World Bank as Executing Agency” published by the Bank in August
1981 (the Consultant Guidelines). For conplex, tinme-based assignnents, such contracts
shall be based on the standard form of contract for consultants’ services issued by
the Bank, with such nodifications thereto as shall have been agreed by the

Associ ation. Were no rel evant standard contract documents have been issued by the
Bank, other standard forms acceptable to the Association shall be used

2. Notwi t hst andi ng the provisions of paragraph 1 of this Section, the provisions of
the Consultant Guidelines requiring prior Association review or approval of budgets,
short lists, selection procedures, letters of invitation, proposals, evaluation
reports and contracts, shall not apply to: (a) contracts for the enpl oynent of
consulting firms estimated to cost |ess than $100, 000 equi val ent each; or (b)
contracts for the enployment of individual consultants estinmated to cost |ess than
$50, 000 equi val ent each. However, said exceptions to prior Association review shal
not apply to: (a) the ternms of reference for such contracts; (b) single-source
selection of consulting firnms; (c) assignnents of a critical nature, as reasonably
determ ned by the Association; (d) amendnents to contracts for the enpl oynent of
consulting firms raising the contract value to $100, 000 equi val ent or above, or (e)
anendnents to contracts for the enpl oynent of individual consultants raising the
contract value to $50, 000 equival ent or above.

SCHEDULE 2
| mpl ement ati on Program

1. Thilsresi shall, at all tines during the execution of the Project: (i) maintain
the PMJ headed by an |nd|V|duaI whose qualifications and experience are satisfactory
to the Association; and (ii) ensure that the PMJ is staffed with sufficient personnel

wi th adequate qualifications.

2. By August 31, 1997, Thilsresi shall adopt an environmental nonitoring program
for the Project, acceptable to the Association, and, thereafter, take all measures as
shal |l be consistent with such environnental nonitoring program

3. Thi | sresi shall

(a) mai ntain policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators satisfactory to the
Associ ation, the carrying out of the Project and the achi everent of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association, on or about April 30, 1998, a report integrating the
results of the nonitoring and eval uation 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 neasures
recomended to ensure the efficient carrying out of the Project and the achi evenment of
the objectives thereof during the period followi ng such date; and

(c) review with the Association, by May 30, 1998, or such later date as the
Associ ation shall request, the report referred to in paragraph (b) of this Section,
and, thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evenent of the objectives thereof, based on the concl usions and
recomendati ons of the said report and the Association’s views on the matter.



