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TRUST FUND FOR EAST TI MOR
GRANT NUMBER TF- 023631

Trust Fund for East Tinor
Proj ect Agreenent

(Smal | Enterprises Project)

bet ween

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
acting as Trustee of the Trust Fund for East Ti nor

and

BANCO NACI ONAL ULTRAMARI NO

Dated April 11, 2000

TRUST FUND FOR EAST TI MOR
GRANT NUMBER TF- 023631

TRUST FUND FOR EAST Tl MOR PRQJECT AGREEMENT

AGREEMENT, dated April 11, 2000, between the | NTERNATI ONAL DEVELOPMENT
ASSOCI ATI ON (the Trustee) acting as trustee of the Trust Fund for East Tinmor and BANCO
NACI ONAL ULTRAMARI NO ( BNU) .

WHEREAS (A) pursuant to Resolution No. 99-8 of the Executive Directors of the
International Bank for Reconstruction and Devel opnent (the Bank) and Resol uti on No.
| DA99-5 of the Executive Directors of the Association, as anended by Resol uti ons No.
99-8/1 and No. | DA99-5/1, the Executive Directors established the Trust Fund for East
Tinmor (TFET) to assist in the emergency reconstruction and recovery programin East
Ti mor and appoi nted the Association as trustee of the TFET;

(B) by the Trust Fund for East Tinmor G ant Agreenent of even date herewith
between the United Nations Transitional Administration in East Tinor (the Recipient)
and the Association, acting as Trustee of the Trust Fund for East Tinor (the Trustee),
the Trustee has agreed to nake available to the Recipient the amount of four nmillion
ei ght hundred and fifty thousand United Stated Dol lars, on the terns and conditions
set forth in the Grant Agreenent, but only on condition that BNU agree to undertake
such obligations toward the Trustee as are set forth in this Agreenent;

WHEREAS BNU, in consideration of the Trustee's entering into the Grant Agreenent
with the Recipient, has agreed to undertake the obligations set forth in this
Agr eenent ;



NOW THEREFORE, the parties hereto hereby agree as follows:
ARTI CLE |
Definitions

Section 1.01. Unless the context otherw se requires, the several termnms defined
in the Gant, the Preanble to this Agreenment and in the General Conditions (as so
defined) have the respective nmeanings therein set forth.

ARTI CLE 11

Execution of the Project;
Managenent and Qperations of BNU

Section 2.01. (a) BNU declares its commitnent to the objectives of the Project
as set forth in Schedule 2 to the Grant Agreenent, and, to this end, shall carry out
Part A of the Project and conduct its operations and affairs in accordance with sound
financial standards and practices, with qualified and experi enced managenent and
personnel, and in accordance with its Statutes.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Trustee and BNU shall otherwi se agree, BNU shall carry out Part A of
the Project in accordance with the Inplenentation Programset forth in Schedule 2 to
this Agreenent.

Section 2.02. (a) BNU undertakes that, unless the Trustee shall otherw se agree,
Loans will be nade in accordance with the procedures and on the terms and conditions
set forth or referred to in Schedule 1 to this Agreenent.

(b) BNU shall exercise its rights in relation to each Sub-Project in such
manner as to: (i) protect the interests of the Trustee and of BNU;, (ii) conply with
its obligations under this Agreenment; and (iii) achieve the purposes of Part A of the
Proj ect .

Section 2.03. BNU shall carry out the obligations set forth in Sections 8.03,
8.04, 8.05, 8.06, 8.07 and 8.08 of the General Conditions (relating to insurance, use
of goods and services, plans and schedul es, records and reports, maintenance and | and
acquisition) in respect of the Project Agreenent and Part A of the Project.

Section 2.04. (a) BNU shall, at the request of the Trustee, exchange views with
the Trustee with regard to the progress of the Project, the performance of its
obligations under this Agreenent and other matters relating to the purposes of the
G ant.

(b) BNU shall pronptly informthe Trustee of any condition which interferes
or threatens to interfere with the progress of the Project, the acconplishment of the
purposes of the Grant, or the performance by BNU of its obligations under this
Agr eenent .

ARTI CLE | I
Fi nanci al Covenants

Section 3.01. (a) BNU shall maintain procedures and records adequate to nonitor
and record the progress of Part A of the Project and of each Sub-Project (including
its cost and the benefits to be derived fromit) and to reflect in accordance with
consi stently mai ntai ned sound accounting practices the operations and financi al
condi tion of BNU.

(b) BNU shal | :

(i) have its records, accounts and financial statements (bal ance
sheets, statements of incone and expenses and rel ated statenents)
for each fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by independent auditors
acceptable to the Trustee;

(ii) furnish to the Trustee, as soon as available but in any case not
later than six nonths after the end of each such year, (A)
certified copies of its financial statenents for such year as so
audited, and (B) the report of such audit by said auditors, of



such scope and in such detail as the Trustee shall have reasonably
request ed; and

(iii) furnish to the Trustee such other information concerning said
records, accounts and financial statements as well as the audit
thereof as the Trustee shall fromtine to time reasonably request.

Section 3.02. BNU shall take such steps satisfactory to the Trustee as shall be
necessary to protect itself against risk of loss resulting fromchanges in the rates
of exchange between the various currencies (including the currency of the Recipient)
used in its operations.

ARTI CLE IV

Ef fective Date; Term nation
Cancel | ati on and Suspensi on

Section 4.01. This Agreenent shall come into force and effect on the date upon
whi ch the Grant Agreenent beconmes effective.

Section 4.02. (a) This Agreenent and all obligations of the Trustee and of BNU
thereunder shall termnate on the date on which the Gant Agreement shall terminate in
accordance with its terns, and the Trustee shall pronptly notify BNU thereof.

Section 4.03. 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 ti ons.

ARTI CLE V
M scel | aneous Provi si ons

Section 5.01. Any notice or request required or permitted 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 made when it shall be delivered by hand or by mail, telegram cable,
telex or facsimle to 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 addresses as such
party shall have designated by notice to the party giving such notice or maki ng such
request. Deliveries nade by facsimile transm ssion shall also be confirmed by mail.
The addresses so specified are:

For the Trustee:

I nternational Devel opnent Association
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anmerica

Cabl e address: Tel ex: Facsim | e:
| NDEVAS 248423 (M) or (202) 477-6391
Washi ngton, D.C. 64145 (MCl)
For BNU:

Banco Naci onal U tramarino
Rua Dr. Antonio Carval ho
Edificio Acait

Dili - East Tinor

Facsim | e:
+670 390 324 298

Section 5.02. Any action required or pernmitted to be taken, and any docunents
required or pernmitted to be executed, under this Agreenment on behal f of BNU or by BNU
on behal f of the Recipient under the G ant Agreenent, may be taken or executed by its
Director, Tinor Qperations, or by such other person or persons as the Director, Tinor
Operations shall designate in witing, and BNU shall furnish to the Trustee sufficient
evidence of the authority and the authenticated specinmen signature of each such



person.

Section 5.03. This Agreenent may 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 names in
the District of Colunmbia, United States of Anerica, and Dili, East Tinor as of the day
and year first above witten.

| NTERNATI ONAL DEVELOPNMENT ASSOCI ATl ON
As Trustee of the Trust Fund for East Tinor

By /s/ Sarah diffe
Aut hori zed Representative

BANCO NACI ONAL ULTRAMARI NO

By /s/ Vasco Carrascal ao da Silva
Aut hori zed Representative

SCHEDULE 1
Procedures for and Terns and Conditions of Loans
1. The Loans shall be nade on the following terns and conditi ons:
(a) the interest rate shall be 10% per year;
(b) there shall be a front end fee of 1.5% and

(c) the repaynent terms shall be in equal nonthly installnents over a period
of up to 36 nonths with a grace period of up to three nonths, provided, however, that
no repaynment date shall be beyond August 31, 2003.

No expenditures for goods or services required for a Sub-Project shall be
eli gi ble for financing out of the proceeds of the Grant unless:

(a) the Loan for such Sub-Project shall have been a Loan for which the
Trustee has authorized withdrawals fromthe G ant Account and such expenditures shall
have been nade not earlier than ninety days prior to the date on which the Trustee
shall have received the request and information required under paragraph 3(a) of this
Schedul e in respect of such Loan. For the purposes of the Grant Agreenent and this
Agreement, a Loan for a Sub-Project shall be in an amount to be financed out of the
proceeds of the Grant which shall not be |ess than $500 and not exceed $50, 000, the
f oregoi ng anobunts being subject to change fromtinme to tinme as deternmined by the
Trust ee.

3. (a) Each request by BNU for authorization to make withdrawal s fromthe G ant
Account in respect of a Loan shall contain: (i) a summary description of the Borrower
and the Sub-Project, including a description of the expenditures proposed to be
financed out of the proceeds of the Gant, and (ii) the ternms and conditions of the
Loan, including the schedul e of anortization therefor.

(b) Applications and requests nmade pursuant to the provisions of
sub- paragraph (a) of this paragraph shall be presented to the Trustee on or before
Decenber 31, 2001.

4. Loans shall be made on terms whereby BNU shall obtain, by witten contract with
the Borrower or by other appropriate |egal neans, rights adequate to protect the
interests of the Trustee and BNU, including, in the case of any Loan the right to:

(a) require the Borrower to carry out and operate the Sub-Project with due
diligence and efficiency and in accordance with sound technical, financial, nanageri al



and environnmental standards and practices, and to nmintai n adequate records;

(b) require that: (i) the goods, works and consultants’ services to be
financed out of the proceeds of the Grant shall be procured at a reasonable price
account being taken also of other relevant factors such as tine of delivery and
efficiency and reliability of the goods and availability of maintenance facilities and
spare parts therefor, and, in the case of consultants’ services, of their quality and
the conpetence of the parties rendering them and (ii) such goods and services shal
be used exclusively in the carrying out of the Sub-Project;

(c) inspect, by itself or jointly with representatives of the Trustee if the
Trustee shall so request, such goods, works, plants and construction included in the
Sub- Proj ect, the operation thereof, and any rel evant records and docunents;

(d) require that: (i) the Borrower shall take out and maintain with
responsi bl e i nsurers such insurance, against such risks and in such amounts, as shal
be consistent with sound business practice; and (ii) without any limtation upon the
f oregoi ng, such insurance shall cover hazards incident to the acquisition,
transportation and delivery of goods financed out of the proceeds of the Grant to the
pl ace of use or installation, any indemity thereunder to be nmade payable in a
currency freely usable by the Borrower to replace or repair such goods

(e) obtain all such information as the Trustee or BNU shall reasonably
request relating to the foregoing and to the adm nistration, operations and financi al
condition of the Borrower and to the benefits to be derived fromthe Sub-Project; and

(f) suspend or termnate the right of the Borrower to the use of the proceeds
of the Grant upon failure by such Borrower to performits obligations under its
contract with BNU

SCHEDULE 2
I mpl eent ati on Program
1. BNU shal |

(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
Trustee, the carrying out of Part A of the Project and the achi evenent of the
obj ectives thereof;

(b) prepare, under terns of reference satisfactory to the Trustee, and
furnish to the Trustee, on or about Cctober 31, 2000, and on or about October 31
2001, a report integrating the results of the nonitoring and eval uation activities
perforned pursuant to paragraph (a) of this Section, on the progress achieved in the
carrying out of Part A of the Project during the period preceding the date of said
report and setting out the neasures recommended to ensure the efficient carrying out
of the Project and the achi evenent of the objectives thereof during the period
foll owi ng such date; and

(c) review with the Trustee, by Novenmber 30, 2000, and November 30, 2001, or
such later dates as the Trustee shall request, the respective reports referred to in
subparagraph (b) of this paragraph, and, thereafter, take all neasures required to
ensure the efficient conpletion of Part A of the Project and the achi evenrent of the
obj ectives thereof, based on the conclusions and reconmendati ons of the said reports
and the Trustee views on the nmatter.

2. Except as the Trustee shall otherw se agree, proceeds of repaynents of Loans
shall be relent on the sane ternms and conditions as set forth or referred to in
Schedule 1 to this Agreenent.

3. In order to assist in the defraynent of the costs of administration and other
expenses incurred by BNU, BNU nay retain for its own account (a) the front-end fee of
1.5%referred to in paragraph 1(b) of Schedule 1 to this Agreement, and (b) 9.5% of
the amount of any repaynent of a Loan nmade in accordance with Part A of the Project
and paragraph 2 of this Schedul e.






