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Proj ect Agreenent

(Yangt ze Di ke Strengthening Project)

bet ween

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

and

HUBEI PROVI NCE
HUNAN PROVI NCE

Dat ed August 10, 2000

LOAN NUMBER 4570 CHA
PRQIECT AGREEMENT

AGREEMENT, dated August 10, 2000, between | NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVELOPMENT (the Bank) and Hubei Province and Hunan
Province (collectively, the Project Provinces, and individually, a
Proj ect Province).

WHEREAS by the Loan Agreenent of even date herewi th between
Peopl e’ s Republic of China (the Borrower) and the Bank, the Bank has
agreed to make available to the Borrower an anount equal to two hundred
ten mllion dollars ($210,000,000) on the ternms and conditions set forth
in the Loan Agreement, but only on condition that the Project Provinces
agree to undertake such obligations toward the Bank as are set forth in
thi s Agreenent;

WHEREAS t he Project Provinces, in consideration of the Bank’s
entering into the Loan Agreenent with the Borrower, has agreed to
undertake the obligations set forth in this Agreenent;

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 Loan Agreenent, the Preanble to this Agreement and
the General Conditions (as so defined) have the respective neani ngs
therein set forth.

ARTI CLE 11
Execution of the Project

Section 2.01. (a) Each Project Province declares its commitnent to
the objectives of the Project as set forth in Schedule 2 to the Loan
Agreenent, and, to this end, shall carry out the Project with due
diligence and efficiency and in conformity with appropriate
adm ni strative, financial, engineering and environnmental practices, and
shal | 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 Bank and the Project Province concerned
shal | otherwi se agree, each Project Province shall carry out its
Respective Part of the Project in accordance with the | nplenmentation
Program set forth in the Schedule to this Agreenent.

Section 2.02. Except as the Bank shall otherw se agree, procurenent
of the goods, works and consultants’ services required for the Project
and to be financed out of the proceeds of the Loan shall be governed by
the provisions of Schedule 4 to the Loan Agreenent.

Section 2.03. (a) Each Project Province shall carry out the
obligations set forth in Sections 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09
of the General Conditions (relating to insurance, use of goods and
services, plans and schedul es, records and reports, maintenance and | and
acquisition, respectively) in respect of its Respective Part of the
Proj ect .

(b) For the purposes of Section 9.08 of the General Conditions
and without linmtation thereto, each Project Province shall:

(i) prepare, on the basis of guidelines acceptable to the
Bank, and furnish to the Borrower not |ater than 4 nonths
after the Closing Date or such later date as may be agreed

for this purpose between the Bank and said Project Province, for
forwarding by the Borrower to the Bank pursuant to Section

3.03(a) of the Loan Agreement, a plan for the future

operation of its Respective Part of the

Project; and

(ii) afford the Bank a reasonabl e opportunity to exchange
views with the Borrower and said Project Province on said
pl an.

Section 2.04. (a) Each Project Province shall, at the request of
t he Bank, exchange views with the Bank with regard to progress of its
Respective Part of the Project, the performance of its obligations under
this Agreenment, and other nmatters relating to the purposes of the Loan.

(b) Each Project Province shall pronptly informthe Bank of any



condition which interferes or threatens to interfere with the progress of
its Respective Part of the Project, the acconplishment of the purposes of
Loan, or the performance by said Project Province of its obligations
under this Agreement.

ARTICLE I |1
Fi nanci al Covenants

Section 3.01. (a) Each Project Province shall mamintain or cause to
be nmaintai ned records and accounts adequate to reflect in accordance wth
sound accounting practices the operations, resources and expenditures in
respect of its Respective Part of the Project.

(b) Each Project Province shall
(i) have the records and accounts referred to in
paragraph (a) of this Section for each fiscal year

audited, in accordance with appropriate auditing principles
consistently applied, by independent auditors acceptable to

t he Bank;

(ii) furnish to the Bank as soon as available, but in any
case not later than six nmont hs after the end of each such
year, the report of such audit by said audi tors, of

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

(iii) furnish to the Bank such other information concerning

said records and accounts and the audit thereof as
the Bank shall fromtine to tine reasonably request.
ARTI CLE |V

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

Section 4.01. This Agreenent shall cone into force and effect on
the date upon which the Loan Agreement becones effective

Section 4.02. This Agreenent and all obligations of the Bank and of
each Project Province thereunder shall ternminate on the date on which the
Loan Agreenent shall terminate in accordance with its terns, and the Bank
shal | pronptly notify said Project Province thereof.

Section 4.03. Al this provisions of this Agreement shall continue
in full force and effect notw thstandi ng any cancellati on or suspension
under the General Conditions.

ARTI CLE V
M scel | aneous Provi si ons

Section 5.01. Any notice or request required or permitted to be
given or made under this Agreement and any agreenent between the parties
contenpl ated by this Agreenent shall be in witing. Such notice or
request shall be deened to have been duly given or nmade when it shall be
delivered by hand or by mail, telegram cable, telex or facsinmile to the
party to which it is required or pernitted to be given or nade 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. Deliveries made by facsinile transm ssion shal

al so be confirmed by mail. The addresses so specified are:

For the Bank

I nternational Bank for
Reconstruction and Devel opnment

1818 H Street, NW

Washi ngt on, DC 20433

United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NTBAFRAD 248423 (M) or (202)
477- 6391
Washi ngton, D.C 64145 (M)
For Hubei :
Fi nance Bureau, Hubei Province
No. 8 Zhongbei Road
Wichang, Wihan Gty 430071
Peopl e’ s Republic of China
Tel ex: Facsim | e:
5815 8627- 87849682
For Hunan:

Fi nance Bureau, Hunan Province
No. 1 West Cheng’ nan Road
Changsha Gty 410015

Peopl e’ s Republic of China

Facsim | e:
86731-5165184

Section 5.02. Any action required or permtted to be taken, and any
docurent required or pernitted to be executed, under this Agreenent on
behal f of each Project Province, may be taken or executed by the Governor
or any Vice Governor of said Project Province or such other person or
persons as said Governor or Vice CGovernor shall designate in witing, and
said Project Province shall furnish to the Bank sufficient evidence of
the authority and the authenticated speci men signature of each such
per son.

Section 5.03. This Agreenent nay be executed in severa
counterparts, each of which shall be an original, and all collectively
but one instrunent.

IN WTNESS WHERECOF, the parties hereto, acting through their duly
aut hori zed representatives, have caused this Agreenent to be signed in
their respective names in Beijing, People's Republic of China, as of the
day and year first above witten.

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVELOPMENT



By /s/ Yukon Huang
Aut hori zed Representative

HUBEI PROVI NCE
HUNAN PROVI NCE

By /s/ Zhu Guangyao
Aut hori zed Representative

SCHEDULE
I mpl ement ati on Program

A Pr oj ect Managenent

1. In order to ensure the proper carrying out of the Project and the
continued achi evement of its objectives, each Project Province shall at
all times during Project inplenentation maintain, with terms of reference
and resources acceptable to the Bank

(a) a leading group with nenbership acceptable to the Bank, to
be responsible for the oversight of said Project Province' s Respective
Part of the Project and the provision of policy guidance to the Project
managenent offices referred to in subparagraph (b) of this paragraph 1;

(b) a Project managenent office at the provincial |evel headed
by a conpetent manager and assisted by qualified staff in adequate
nunbers, to be responsible for the inplementation within its
jurisdiction, of said Project Province' s Respective Part of the Project,
i ncludi ng the procurenent of goods and services and nonitoring and
eval uation of the inplenmentation of its Respective Part of the Project;

(c) an envi ronnment al managenent division within the Project
managenent of fice at each of the provincial and prefecture or nunicipa
| evel s, headed by a conpetent manager and assisted by qualified staff in
adequat e nunbers, to be responsible for the coordinati on and supervi sion
of said Project Province' s Respective Environmental Managenent Pl an;

(d) a resettl ement managenent division within the Project
managenent office at each of the provincial, prefecture or nunicipal, and
county |l evels, headed by a conpetent manager and assisted by qualified
staff in adequate nunbers, to be responsible for the coordination and
supervi sion of said Project Province's Respective Resettlenment Action
Pl an; and

(e) a Project managenent office at the | evel of each prefecture
or municipality and county in which said Project Province’ s Respective
Part of the Project will be carried out, each such office to be headed by
a conpetent nanager and assisted by qualified staff in adequate nunbers
and to be responsible for the inplementation within its jurisdiction, of
said Project Province s Respective Part of the Project.

2. Each Project Province shall enploy, not |ater than Septenber 15,
2000 and thereafter at all times naintain:

(a) a nonitoring institution with terms of reference,
qualifications and experience acceptable to the Bank, to nonitor



eval uate and report on the soci o-econonm ¢ progress of all persons covered
by its Respective Resettlenment Action Plan; and

(b) a panel of environnental and resettlenent experts with terns
of reference, qualifications and experience acceptable to the Bank, to
assi st in overseeing the inplenmentation of the Environnental Managenent
Pl an and Resettlenment Action Plan and nonitoring the inpact of the
i mpl ementati on of the Project on the environnent.

B. Envi ronnment ; Resett!| enent

1. Each Project Province shall carry out its Respective Environnental
Managenent Plan in a nanner designed to ensure that its Respective Part
of the Project is inplenented in accordance with sound environnental
practices and standards.

2. Each Project Province shall carry out its Respective Resettl enent
Action Plan in a manner designed to: (a) mininmze to the extent possible
any change in land or water use that would result in the involuntary |oss
by persons of shelter, productive assets or access to productive assets,
or of income or neans of livelihood; and (b) inprove the living standards
and production levels of all Affected Persons under its Respective Part
of the Project.

3. Each Project Province shall: (a) maintain policies and procedures
adequate to enable it to nonitor and eval uate, in accordance with

gui del i nes acceptable to the Bank, the inplenmentation of its respective
Envi ronnental Managenent Pl an and Resettlenent Action Plan and the

achi evemrent of their respective objectives; (b) include the results of
such nonitoring and eval uation activities (including those of the
nonitoring institution referred to in Part A 2(a) of this Schedule) in
each report to be prepared by it and furnished to the Borrower pursuant
to Part E(2) of this Schedule, together with any revisions proposed to be
introduced into such plans in order to achieve their respective
objectives; and (c) introduce such revisions into such plans as shall
have been agreed with the Bank.

C. Annual | npl enentation Plans

1. Each Project Province shall prepare, in accordance w th guidelines
acceptable to the Bank, and furnish to the Borrower not |ater than
Decenmber 1, 2000 and, thereafter, not later than Cctober 1 in each
subsequent year, for forwarding to the Bank, a proposed plan for the

i mpl ementation of its Respective Part of the Project during the follow ng
cal endar year, said plan to: (a) describe the activities which it
proposes to carry out under its Respective Part of the Project during
such period, including the proposed training programand study tours to
be carried out by it during such period; and (b) be acconpani ed by a
financing plan therefor, and evidence satisfactory to the Bank that funds
in adequate anobunts are available for the payment of expenditures to be
incurred in the carrying out of said Project Province s Respective Part
of the Project during such period.

2. Each Project Province shall afford the Borrower and the Bank a
reasonabl e opportunity to exchange views with said Project Province on
each such plan furnished by said Project Province, and thereafter, shall
carry out its Respective Part of the Project during the period covered by
such plan in accordance with such plan, taking into account the views of
the Bank on the matter.



D. Operations and Mai ntenance of Dikes

1. In order to ensure the financial and physical sustainability of the
flood protection facilities included under its Respective Part of the
Proj ect, each Project Province shall take the follow ng measures

(a) The Project Province shall prepare, in accordance with terns
of reference acceptable to the Bank, and furnish to the Borrower not
| ater than Novenber 15, 2002, for forwarding to the Bank, a plan designed
to ensure the proper operation and mai ntenance of all such facilities,
said operation and mai ntenance plan to be acconpani ed by an adequate
financing plan therefor.

(b) The Project Province shall: (i) afford the Borrower and the
Bank a reasonabl e opportunity to review with said Project Province such
operation and mai ntenance plan as shall have been furnished by it; and
(ii) thereafter carry out such plan, taking into account the views of the
Bank in the matter.

(c) In order to assist the Project Province in the preparation
of the operation and mai ntenance plan referred to in this paragraph 1,
the Project Province shall enploy consultants whose qualifications
experience and terns of reference shall be satisfactory to the Bank.

2. In order to recover the recurrent costs of operation and

mai nt enance of the flood protection facilities upgraded or constructed
under the Project fromthe beneficiaries of such facilities, each Project
Provi nce shall take the foll owi ng measures

(a) The Project Province shall: (i) pronptly upon conpletion of
the facilities which are constructed or upgraded under the Project,
establish and collect flood protection charges fromthe beneficiaries
thereof, to recover a substantial portion of the operation and
mai nt enance costs of said facilities as they are incurred; and (ii)
finance the operation and mai ntenance costs of said facilities not
covered by said flood protection charges in a manner satisfactory to the
Bank.

(b) To that end, the Project Province shall: (i) prepare, on the
basi s of guidelines acceptable to the Bank, and furnish to the Borrower
and the Bank not | ater than March 31, 2002, the proposed schedul e of such
charges and tinmetable for its establishment and proposal for financing
the operation and nai ntenance costs not covered by such charges, together
with any information pertaining thereto that the Bank nay reasonably
request; (ii) afford the Bank a reasonabl e opportunity to exchange vi ews
with the Borrower and the Project Provinces on such schedul e and
tinetable; and (iii) thereafter promptly take all measures required on
its part to introduce such schedul e according to said tinetable, taking
into account the views of the Bank on the natter.

(c) The Project Province shall: (i) review (A) the progress in
col l ecting such charges and (B) the structure and | evels of such charges
not |ater than January 1 in each cal endar year; (ii) prepare in
accordance with guidelines acceptable to the Bank and furnish to the
Borrower and the Bank not later than March 1 in each year for forwarding
to the Bank, a report on the results of such review, (iii) afford the
Borrower and the Bank a reasonabl e opportunity to exchange views with the
Project Province on each such report; and (iv) thereafter adjust such
charges as necessary so as to continue to give effect to the provisions
of this paragraph 2, and take all appropriate nmeasures to ensure the
continued collection of such charges, taking into account the views of
the Bank on the matter.



(d) The Project Province shall mmintain a separate accounting
for funds collected within its jurisdiction pursuant to the provisions of
this paragraph 2 and cause all said funds to be used exclusively for the
purposes specified in such paragraph 2

E. Monitoring and Eval uati on

1. Each Project Province shall maintain policies and procedures
adequate to enable it to nonitor and eval uate on an ongoing basis, in
accordance with indicators acceptable to the Bank, the carrying out of
its Respective Part of the Project and the achi evenent of the objectives
t her eof .

2. Each Project Province shall prepare, under terns of reference
satisfactory to the Bank, and furnish the following reports to the
Borrower, for forwarding to the Bank

(a) sem -annual progress reports, not later than April 1 and
October 1 in each cal endar year, said reports to: (i) sunmarize the
results of such nmonitoring and eval uation activities on the progress
achieved in the carrying out of said Project Province' s Respective Part
of the Project during the preceding cal endar semester; (ii) set forth
physi cal and financial progress in the inplenentation of its Respective
Part of the Project, both cunulatively, and in respect of such preceding
cal endar senester; and (iii) set out any additional neasures recomended
to ensure the efficient carrying out of its Respective Part of the
Proj ect and the achi evement of its objectives during such follow ng
cal endar year; and

(b) a md-termreport, not later than July 15, 2002, said report
to: (i) summarize the results of such nmonitoring and eval uation
activities on the progress achieved in the carrying out of its Respective
Part of the Project to date; and (ii) set out any additional neasures
recomended to ensure the efficient carrying out of its Respective Part
of the Project and the achievenent of the objectives thereof during the
period follow ng such date.

3. After furnishing each such report, said Project Province shal
review the sane with the Borrower and the Bank, and, thereafter, promptly
take all neasures required to ensure the efficient conpletion of its
Respective Part of the Project and the achievenent of the objectives

t hereof, based on the conclusions and reconmendations of the said report

and the Bank’s views on the natter.



