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LOAN NUMBER 4439 MWK

Proj ect Agreenent

(Transport Sector Project)

bet ween

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVEL OPMENT

and

FUND FOR NATI ONAL AND REG ONAL ROADS

Dated May 24, 1999
LOAN NUMBER 4439 MK
PROJECT AGREEMENT

AGREEMENT, dated May 24, 1999, between | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND
DEVELCOPMENT (the Bank) and FUND FOR NATI ONAL AND REQ ONAL ROADS (“FNRR').

WHEREAS (A) by the Loan Agreenent of even date herewith between the Borrower and
the Bank, the Bank has agreed to nake available to the Borrower an anount equal to
twenty seven million Euro (Euro 27,000,000), on the ternms and conditions set forth in
the Loan Agreenent, but only on condition that FNRR agree to undertake such
obligations toward the Bank as are set forth in this Agreenent;

(B) by a subsidiary |oan agreenent to be entered into between the Borrower
and FNRR, a portion of the proceeds of the |oan provided for under the Loan Agreenent
(in an anmount equal to seventeen million Euro (Euro 17,000,000)) will be nade
available to FNRR on the ternms and conditions set forth in the FNRR Subsidiary Loan
Agreement; and

WHEREAS FNRR, in consideration of the Bank’s entering into the Loan Agreenent
with the Borrower, has agreed to undertake the obligations set forth in this
Agr eenent ;

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 Agreenent and the General Conditions (as
so defined) have the respective nmeanings therein set forth.

ARTI CLE 1|
Execution of the Project

Section 2.01. (a) FNRR declares its conmmtnent to the objectives of the Project
as set forth in Schedule 2 to the Loan Agreenent, and, to this end, shall carry out
Parts A, B, C and D of the Project with due diligence and efficiency and in conformty
with appropriate admnistrative, financial, engineering and environmental practices,
and shall provide, or cause to be provided, pronptly as needed, the funds, facilities,
services and other resources required for Parts A, B, C and D of the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Bank and FNRR shall otherw se agree, FNRR shall carry out Parts A,
B, Cand D of the Project in accordance with the Inplenentation Plan.

Section 2.02. Except as the Bank shall otherw se agree, procurenent of the
goods, works and consultants’ services required for Parts A, B, C and D of 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 Agreemnent.

Section 2.03. FNRR 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
acqui sition, respectively) in respect of this Agreenent and Parts A, B, C and D of the
Proj ect .

Section 2.04. FNRR shall duly performall its obligations under the FNRR
Subsi di ary Loan Agreenent. Except as the Bank shall otherw se agree, FNRR shall not
take or concur in any action which would have the effect of anending, abrogating,
assigning or waiving the FNRR Subsi di ary Loan Agreenent or any provision thereof.

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

(b) FNRR shal | pronptly informthe Bank of any condition which interferes or
threatens to interfere with the progress of the Project, the acconplishnment of the
pur poses of Loan, or the perfornmance by FNRR of its obligations under this Agreenent
and under the FNRR Subsidiary Loan Agreenent.

Section 2.06. FNRR shall subnmit to the Bank by Septenber 15 in each year,
conmenci ng Sept enber 15, 2000, and until conpletion of the Project, a road maintenance
program for the follow ng year based on the results of the Pavenent Managenent System

Section 2.07. FNRR shall select road sections for the testing of |ow naintenance
technol ogi es under the Pavenment Managenent System on the basis of economic criteria
and a met hodol ogy satisfactory to the Bank, including, for each such road section, an
expected overall economic rate of return of at |east twenty percent (20%.

ARTICLE |11
Managenent and Qperations of FNRR
Section 3.01. FNRR shall carry on its operations and conduct its affairs in
accordance with sound admi nistrative, financial, engineering, technical and

environmental practices under the supervision of qualified and experienced managenent
assi sted by conpetent staff in adequate numbers.



Section 3.02. FNRR shall at all tines operate and nmaintain its plant, nachinery,
equi pnent and ot her property, and fromtine to time, promptly as needed, nake all
necessary repairs and renewal s thereof, all in accordance with sound engi neering,
financial, technical and environnental practices.

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

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) FNRR shall establish and nmaintain a financial managenent
system including records and accounts, and prepare financial statenents, all in
accordance with accounting standards acceptable to the Bank, consistently applied,
adequate to reflect its operations and financial condition and to register separately
the operations, resources and expenditures for and in connection with the carrying out
of Parts A, B, C and D of the Project.

(b)  FNRR 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 auditing
standards acceptable to the Bank, consistently applied, by

i ndependent auditors acceptable to the Bank;

(ii) furnish to the Bank as soon as available, but in any case not

later than six (6) rmonths after the end of each such year, (A
certified copies of the financial statenents referred to in

par agraph (a) above for such year as so audited and (B) an opinion
on such statements and a report of such audit by said auditors of
such scope and in such detail as the Bank shall have reasonabl y

request ed; and

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

Section 4.02. By June 30, 1999, FNRR shall appoint auditors, satisfactory to the
Bank, for the purpose of carrying out the audits required under the Project.

ARTI CLE V

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

Section 5.01. This Agreenent shall conme into force and effect on the date upon
whi ch the Loan Agreenent becones effective.

Section 5.02. This Agreenent and all obligations of the Bank and of FNRR
thereunder shall termnate on the date on which the Loan Agreenent shall ternminate in
accordance with its terns, and the Bank shall pronmptly notify FNRR thereof.

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 ti ons.

ARTI CLE VI
M scel | aneous Provi si ons

Section 6.01. The foll owing addresses are specified for the purposes of Section
11.01 of the CGeneral Conditions:



For the Bank:

International Bank for
Reconstruction and Devel opnment

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

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

Fund for National and Regional Roads
Dame Gruev 14 91000
Skopj e

Section 6.02. Any action required or permtted to be taken, and any docunent
required or permitted to be executed, under this Agreenment on behal f of FNRR nay be
taken or executed by the Director or such other person or persons as the Director
shall designate in witing, and FNRR shall furnish to the Bank sufficient evidence of
the authority and the authenticated specimen signature of each such person.

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 Colunbia, United States of Anerica, as of the day and year first above
witten.

I NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Johannes Linn
Regi onal Vice President
Europe and Central Asia

FUND FOR NATI ONAL AND REG ONAL ROADS

By /s/ Ljubica Acevska
Aut hori zed Representative



