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Dated April 30, 2001

LOAN NUMBER 4602 RO
LOAN AGREENMENT

AGREEMENT, dated April 30, 2001, between ROVANI A (the Borrower) and
I NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT ('t he Bank).

WHEREAS (A) the Bank has received a letter dated February 28, 2001, fromthe
Borrower describing a two-phased program of policies and actions (the Progran)
designed to pronote economc growmh and reduce poverty in the Borrower’s rural areas
through the provision of financial services;

(B) the Borrower has requested the Bank to support the execution of the two
phases of the Program through extension to the Borrower of Loans up to the equival ent
of one hundred fifty mllion Dollars ($150,000,000) over a period of seven (7) years;

(O the Borrower, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreenment (the Project), which formns
the first phase of the Program has requested the Bank to assist in the financing of
the Project; and

VWHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terns and conditions set forth in this
Agr eenent ;



NOW THEREFORE t he parties hereto hereby agree as foll ows:
ARTI CLE
Ceneral Conditions; Definitions

Section 1.01. The "CGeneral Conditions Applicable to Loan and Guarantee
Agreenments for Single Currency Loans" of the Bank, dated May 30, 1995 (as anended
through Cctober 6, 1999) with the nodification set forth bel ow (the Genera
Condi tions) constitute an integral part of this Agreenent.

Par agraph (c) of Section 9.07 of the General Conditions is nodified to read as
fol |l ows:

"(c) Not later than six nonths before the Cosing Date or such |ater

date as nmay be agreed for this purpose between the Borrower and the Bank, the
Borrower shall prepare and furnish to the Bank a report, of such scope and in such
detail as the Bank shall reasonably request, on the execution and initial
operation of the Project, its cost and the benefits derived and to be derived from
it, the performance by the Borrower and the Bank of their respective
obligations under the Loan Agreenent and the acconplishnent of the purposes of the
Loan."

Section 1.02. Unless the context otherw se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
meani ngs therein set forth and the followi ng additional terns have the follow ng
nmeani ngs:

(a) "Agency and Co-financi ng Agreenent" means an agreenent to be entered into
bet ween the Borrower and a Service Provider (hereinafter defined) pursuant to
paragraph 3 of Schedule 5 to this Agreenent;

(b) "Beneficiary" means an entity or an individual eligible, in accordance
with the criteria set forth in paragraph 1 of Part B of Annex A to Schedule 5 of this
Agreenment, to obtain a Sub-Loan (hereinafter defined), Financing Lease (hereinafter
defined) or a Mcro-Loan (hereinafter defined);

(c) "Eligible Categories" means categories (1) through (6) set forth in the
table in Part A 1 of Schedule 1 to this Agreenent;

(d) "Eligible Expenditures" means the expenditures for goods, works, services
and i ncrenental operating costs and anpbunts paid on account of w thdrawal s made by a
Beneficiary under a Sub-loan, a Financing Lease or a M cro-Loan under the Project
referred to in Section 2.02 of this Agreenent

(e) "Fi nanci ng Lease" means any transfer of possession of goods by a Leasing
Conpany (hereinafter defined) to a Beneficiary on the basis of a | ease agreenent for
the tenporary use of the goods by the Beneficiary for carrying out a Sub-project
(herei nafter defined);

(f) "I APSO' neans the Inter-Agency Procurenment Services office of the United
Nat i ons Devel opnent Programre (UNDP);

g "Leasi ng Conpany" means a conpany duly established under the |aws of the
Borrower and engaged in the business of |easing of comercial assets in the territory
of the Borrower;

(h) "Lei" means the currency of the Borrower;

(i) "M cro-loan" means a | oan nade or proposed to be nmade by a Service
Provider to a Beneficiary for the carrying out of a Sub-project;

(j) "M cro-loan Agreement" neans an agreenent to be entered into between a



Service Provider and a Beneficiary for the purposes of Part A 3 of the Project;

(k) "Operational Manual" neans the manual to be adopted by the Borrower,
setting forth the operational and adm nistrative procedures of the credit and |easing
facility under Part A of the Project, in respect of the preparation, approval
processing, financing, inplenentation and supervision of Sub-projects, as well as
procedures for the inplenentation of Parts B and C of the Project;

(1) "Participation Agreement" neans an agreenent to be entered between the
Borrower and a PRB (hereinafter defined) pursuant to paragraph 7 of Schedule 5 of this
Agr eenent ;

"Participating Internediary Bank" or "PIB" neans a bank eligible, in
accordance with the provisions of Part A of Schedule 6 to this agreenent, to engage in
provi sion of Sub-Loans and Fi nancing Leases to Beneficiaries under Parts A1 and A 2
of the Project;

(n) "Participating Retail Bank" or "PRB" neans a comercial bank eligible for
participating in Part B of the Project in accordance with the criteria set forth in
paragraph 7 of Schedule 5 to this Agreenent;

(o) "PMJ' means the Project Managenent Unit established under the Mnistry of
Publ i ¢ Finance pursuant to the Mnisterial Oder 376, 8.03.2001, dated March 8, 2001

"PRB Subsi diary Loan" neans a | oan nmade or proposed to be nade by the
Borrower to a PRB under a Participation Agreement to be entered into between the
Borrower and each PRB

(q) "Proj ect Managenent Report" neans each report prepared in accordance with
Section 4.02 of this Agreenent;

(r) "Resour ce Managenent Agreenent" neans the agreenent to be entered into
bet ween the Borrower and the Treasury Bank (hereinafter defined), as the same may be
anended fromtine to tine, and such termincludes all schedul es and agreenents
suppl emental to the Resource Managenment Agreenent;

(s) "Service Providers" neans an entity eligible, in accordance with the
criteria set forth in Part A of Annex B to Schedule 5 to this Agreenent, to provide
M cro-1oans to Beneficiaries under Part A 3 of the Project;

(t) "Speci al Account" means the account referred to in Part B of Schedule 1
to this Agreenent;

(u) "Steering Conmittee" means the conmittee established by the Borrower
pursuant to Joint Mnisterial Order No. 319,5.03.2001 dated March 5, 2001

V) "Sub- Loan" means a | oan made or proposed to be made by a PIB to a
Beneficiary for the purposes of financing a Sub-project;

"Sub- Proj ect” means a specific project or investnent under Part A of the
Project, which is proposed to be carried out by a Beneficiary utilizing a Sub-Loan, a
Fi nanci ng Lease or a Mcro-Loan

(x) "Subsi diary Loan" nmeans the | oan nade pursuant to the Subsidiary Loan
Agreement (hereinafter defined);

y "Subsidiary Loan Agreenent" neans an agreenment entered into between the
Borrower and a PIB or a Leasing Conpany pursuant to paragraph 2 of Schedule 5 to this
Agreement; and

(2) "Treasury Bank" neans a commercial bank selected in accordance with the
criteria satisfactory to the Bank to nanage, on behalf of the Borrower, the



di sbursenent of funds under the Project.
ARTI CLE ||
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Loan Agreenent, an anmobunt equal to eighty
mllion Dollars ($80, 000, 000).

Section 2.02. The amount of the Loan may be withdrawn fromthe Loan Account in
accordance with the provisions of Schedule 1 to this Agreenent for: (i) anounts paid
(or, if the Bank shall so agree, to be paid) by the Borrower on account of wi thdrawals
made by a Beneficiary under a Sub-loan, a Financing Lease or a Mcro-Loan to neet the
reasonabl e cost of goods, works and services required for the Sub-project in respect
of which the withdrawal fromthe Loan Account is requested; and (ii) expenditures made
(or, if the Bank shall so agree, to be nade) in respect of the reasonable cost of
goods, works, services and increnmental operation costs required for Parts B and C of
the Project and to be financed out of the proceeds of the Loan.

Section 2.03. The Cosing Date shall be January 31, 2006, or such l|ater date as
the Bank shall establish. The Bank shall pronptly notify the Borrower of such later
dat e.

Section 2.04. On or pronptly after the Effective Date, the Borrower shall pay to
the Bank a fee in an anpbunt equal to one percent (1% of the ambunt of the Loan.

Section 2.05. The Borrower shall pay to the Bank a conm tnent charge at the rate
of three-fourths of one percent (3/4 of 1% per annum on the principal anount of the
Loan not withdrawn fromtine to tine.

Section 2.06. (a) The Borrower shall pay interest on the principal anmbunt of the
Loan withdrawn and outstanding fromtime to tine, at a rate for each Interest Period
equal to LIBOR Base Rate plus LIBOR Total Spread.

(b) For the purposes of this Section:

(i) "Interest Period" nmeans the initial period fromand including the
date of this Agreement to, but excluding, the first Interest

Paynent Date occurring thereafter, and after the initial period,

each period fromand including an Interest Paynent Date to, but

excludi ng the next follow ng Interest Paynent Date.

(ii) "Interest Payment Date" means any date specified in Section 2.07
of this Agreement.

(iii) "LIBOR Base Rate" nmeans, for each Interest Period, the London
interbank offered rate for six-nonth deposits in U S. dollars for

value the first day of such Interest Period (or, in the case of

the initial Interest Period, for value the Interest Paynment Date

occurring on or next preceding the first day of such Interest

Period), as reasonably determ ned by the Bank and expressed as a

per cent age per annum

(iv) "LIBOR Total Spread" neans, for each Interest Period: (A
three-fourths of one percent (3/4 of 1%; (B) minus (or plus) the
wei ght ed average margin, for such Interest Period, below (or
above) the London interbank offered rates, or other reference
rates, for six-nonth deposits, in respect of the Bank’'s
out st andi ng borrow ngs or portions thereof allocated by the Bank
to fund single currency |oans or portions thereof nade by it that
include the Loan; as reasonably determ ned by the Bank and
expressed as a percentage per annum

(c) The Bank shall notify the Borrower of LIBOR Base Rate and LI BOR Tot al



Spread for each Interest Period, pronptly upon the determ nation thereof.

(d) Whenever, in light of changes in narket practice affecting the
determ nation of the interest rates referred to in this Section 2.06, the Bank
determines that it is in the interest of its borrowers as a whole and of the Bank to
apply a basis for determining the interest rates applicable to the Loan other than as
provided in said Section, the Bank may nodify the basis for determ ning the interest
rates applicable to the Loan upon not |less than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall beconme effective on the expiry of the notice
period unless the Borrower notifies the Bank during said period of its objection
thereto, in which case said nodification shall not apply to the Loan.

Section 2.07. Interest and other charges shall be payable sem annually in
arrears on February 15 and August 15 in each year.

Section 2.08. The Borrower shall repay the principal anmount of the Loan in
accordance with the anortization schedule set forth in Schedule 3 to this Agreenent.

ARTICLE |11
Execution of the Project

Section 3.01. (a) The Borrower declares its conmitment to the objectives of the
Project, and, to this end, shall carry out the Project with due diligence and
efficiency and in conformty with appropriate adm nistrative, financial, technical,
and environmental practices, and shall provide, 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 Borrower and the Bank shall otherw se agree, the Borrower shall
carry out the Project in accordance with the Inplenmentation Programset forth in
Schedule 5 to this Agreenent.

Section 3.02. (a) The Borrower undertakes that, unless the Bank shall otherw se
agree, Sub-loans, Financing Leases and Mcro-loans will be nade in accordance with the
procedures and on the ternms and conditions set forth or referred to in Annexes A and B
of Schedule 5 to this Agreenent.

(b) The Borrower shall exercise its rights in relation to each Sub-project in
such manner as to: (i) protect the interests of the Bank and the Borrower; (ii) comply
with its obligations under this Agreenent; and (iii) achieve the purposes of the
Proj ect .

Section 3.03. 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 this
Agr eenent .

Section 3.04. For the purposes of Section 9.07 of the General Conditions and
without limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six (6) nonths before the Cosing Date or such | ater date
as may be agreed for this purpose between the Borrower and the Bank, a plan for the
future operation of the Project; and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Borrower on said plan.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall establish and maintain a financial



managenent system including records and accounts, and prepare financial statements in
a format acceptable to the Bank, adequate to reflect the operations, resources and
expenditures related to the Project and each Sub-project (including its cost and the
benefits to be derived fromit).

(b) The Borrower shall

(i) have the records, accounts and financial statenments referred to in
paragraph (a) of this Section and the records and accounts for the
Speci al Account for each fiscal year audited, in accordance with
audi ting standards acceptable to the Bank, consistently applied,
by i ndependent auditors acceptable to the Bank;

(ii) furnish to the Bank as soon as avail able, but in any case not
later than six nonths after the end of each such year, (A)
certified copies of the financial statenments referred to in
paragraph (a) of this Section for such year as so audited, and (B)
an opinion on such statenments, records and accounts and report of
such audit, by said auditors, of such scope and in such detail as
the Bank shall have reasonably requested; and

(iii) furnish to the Bank such other information concerning such records
and accounts, and the audit thereof, and concerning said auditors,
as the Bank may fromtine to tinme reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Loan
Account were made on the basis of statenents of expenditure, the Borrower shall

(i) mai ntain or cause to be nmmintained, in accordance w th paragraph
(a) of this Section, records and separate accounts reflecting such
expendi t ures;

(ii) retain, until at |east one year after the Bank has received the
audit report for the fiscal year in which the last withdrawal from
the Loan Account was nmade, all records (contracts, orders
invoices, bills, receipts and other docunments) evidencing such
expendi t ur es;

(iii) enable the Bank's representatives to exam ne such records; and

(iv) ensure that such records and accounts are included in the annua
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the statenents of expenditure submitted during such

fiscal year, together with the procedures and internal controls
involved in their preparation, can be relied upon to support the

rel ated wthdrawal s.

Section 4.02. (a) Wthout linmitation upon the provisions of Section 4.01 of this
Agreement, the Borrower, shall carry out a time-bound action plan acceptable to the
Bank for the strengthening of the financial nmanagenent systemreferred to in paragraph
(a) of said Section 4.01 in order to enable the Borrower, not l|later than August 1,
2002, or such later date as the Bank shall agree, to prepare quarterly Project
Management Reports, acceptable to the Bank, each of which

(i) (A) sets forth actual sources and applications of funds for the
Project, both curulatively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nmonth period followi ng the period covered by
said report, and (B) shows separately expenditures financed out of
the proceeds of the Loan during the period covered by said report

and expenditures proposed to be financed out of the proceeds of

the Loan during the six-nonth period followi ng the period covered

by said report;

(ii) (A) describes physical progress in Project inplenmentation, both



cunul atively and for the period covered by said report, and (B)
expl ai ns variances between the actual and previously forecast
i mpl enentation targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of the
Loan, as at the end of the period covered by said report.

(b) Upon the conpletion of the action plan referred to in paragraph (a) of
this Section, the Borrower, shall prepare, in accordance with guidelines acceptable to
the Bank, and furnish to the Bank not later than 45 days after the end of each
cal endar quarter a Project Managenent Report for such period.

ARTI CLE V
Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
followi ng additional events are specified:

(a) The charter or simlar docunent for any PIB, Leasing Conpany, Service
Provider or the Treasury Bank shall have been amended, suspended, abrogated, repeal ed
or waived so as to affect materially and adversely the operations or the financial
condition of such PIB, Leasing Conpany, Service Provider or the Treasury Bank or its
respective ability to carry out its activities under the Project or to performany of
its obligations under its respective Subsidiary Loan Agreenent, Participation

Agreenment, Agency and Co-financi ng Agreenent, or Resource Managenent Agreenent as the
case may be; and

(b) The Operational Manual shall have been anended, suspended, abrogated,
repeal ed or waived without prior approval of the Bank.

Section 5.02. Pursuant to Section 7.01 (k) of the General Conditions, the
follow ng additional event is specified, nanely, any event specified in Section 5.01
of this Agreenment shall have occurred.

ARTI CLE VI
Ef fective Date; Term nation

Section 6.01. The following events are specified as additional conditions to the
ef fectiveness of the Loan Agreement within the meaning of Section 12.01 (c) of the
General Conditions:

(a) The Resource Managenent Agreenment, with terns and conditions acceptable
to the Bank, has been signed.

(b) The PMJ has recruited a procurenent specialist with adequate experience
in Bank financed procurenent.

Section 6.02. The date 120 days after the date of this Agreenment is hereby
specified for the purposes of Section 12.04 of the General Conditions.

ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. The Mnister of Public Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section



11.01 of the CGeneral Conditions:

For the Borrower:

M nistry of Public Finance
17, Apol odor Street

Buchar est
Romani a
Tel ex: Facsim | e:
11239 401 312 6792
For the Bank:
I nternational 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: Facsim | e:
| NTBAFRAD 248423 (M) or (202) 477-6391
Washi ngton, D.C 64145 (MCl)

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

ROVANI A

By /s/ Mhai N colae Tanasescu
Aut hori zed Representative

I NTERNATI ONAL BANK FOR
RECONSTRUCT!I ON AND DEVEL OPMENT

By /s/ Andrew N. VorKkink
Country Director
South Central Europe Country Unit
Europe and Central Asia Region

SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

A Gener al

1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the Loan, the allocation of the anpbunts of the Loan to each Category and
the percentage of expenditures for itenms so to be financed in each Category:

Anmount of the % of
Loan Al l ocat ed Expendi t ures
Cat egory (Expressed in Dol lars) to be Financed
(1) Sub- 1 oans and Fi nanci ng 44, 000, 000 100%

Leases under Parts A.1 and
A. 2 of the Project

(2) M cro-1 oans under Part A .3 4,000, 000 75%
of the Project



(3) Goods 100% of foreign

(a) under Part B of 5, 088, 000 expendi t ures,

the Project 100% of | ocal

(b) under Part C of 104, 000 expendi t ur es

the Project (ex-factory cost)

and 80% of | ocal
expendi tures for other
itens procured locally

(4) Wor ks under Part B 528, 000 80%
of the Project

(5) Consul tants’ Services 10, 488, 000 100%
and Training, including
services under Part C 1
of the Project

(6) I ncremental Operating
Cost s

(a) of PRBs 5,661, 000 80% until July 31
2003; 65% until

July 31, 2004,

25% t hereafter

(b) of the PMU 131, 000 80%
(7) Unal | ocat ed 10, 000, 000
TOTAL 80, 000, 000
2. For the purposes of this Schedul e:
(a) the term"foreign expendi tures" neans expenditures in the currency of any

country other than that of the Borrower for goods or services supplied fromthe
territory of any country other than that of the Borrower;

(b) the term "l ocal expenditures" means expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower; and

(c) the term"increnental operating costs of PRBs" neans increnental costs
incurred by PRBs on account of establishing and operating a network of pilot retail
banki ng of fices under Part B.2 of the Project, which shall include: (i) a portion of

PRB branches’ operating costs consisting of adm nistrative costs, including rental,
utilities and staff salaries; and (ii) the staff salaries’ costs of central office
staff for incorporating experinental branches into the accounting and internal control
systens of PRBs; and

(d) the term"increnental operating costs of the PMJ' neans increnental
operating costs incurred by the PMJ on account of Project inplenmentation, including,
of fice supplies, repair and maintenance of vehicles and office equipnment and
t el ecomuni cati ons and post age.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawals shall be
made in respect of payments nmade: (a) for expenditures prior to the date of this
Agreement, except: (i) withdrawals in an anmount not exceeding the equival ent of
Us$200, 000 may be nmade under Category (5) of the table shown in paragraph 1 hereof;
and (ii) withdrawals in an anmount not exceeding the equival ent of US$50,000 may be
made under Category (6)(b) of the table shown in paragraph 1 hereof, both for

expendi tures incurred prior to that date but after March 1, 2001; (b) in respect of a
Sub-1o0an or a Financing Lease under Category (1) of the tabl e shown in par agraph 1
hereof unless: (i) the Sub-loan has been nmade in accordance with the procedures and on
the terms and conditions set forth or referred to in Annex A to Schedule 5 to this
Agreement; (ii) a Subsidiary Loan Agreenent satisfactory to the Bank, has been

execut ed on behalf of the Borrower and the PIB or Leasing Conpany respectively in
respect of which the Borrower has requested a withdrawal ; and (iii) the Borrower has
i ssued Ordinance referred to in paragraph 9 of Schedule 5 to this Agreenment; (c) in
respect of a Mcro-loan under Category (2) of the table shown in paragraph 1 hereof



unless: (i) the Mcro-loan has been nmade in accordance with the procedures, terns and
conditions set forth or referred to in Annex B to Schedule 5 to this Agreement; (ii)
an Agency and Co-financing Agreenent, satisfactory to the Bank, has been executed on
behal f of the Borrower and the Service Provider in respect of which the Borrower has
requested a withdrawal ; and (iii) the Borrower has issued Ordinance referred to in
paragraph 9 of Schedule 5

4. The Bank may require withdrawal s fromthe Loan Account to be made on the basis
of statenents of expenditure for expenditures for: (a) Sub-loans, Financing Leases and
M cro-1 oans under Part A of the Project; (b) goods under contracts costing |ess than
$350, 000 equi val ent each under Part B of the Project, and |l ess than $100, 000 each
under Part C of the Project; (c) civil works under contracts costing |less than

$1, 000, 000 each under Parts B and C of the Project; (d) consultants’ services and
trai ning under contracts with consulting firns costing | ess than $100, 000 equi val ent
each; (e) consultants’ services and training under contracts wth individua

consul tants costing | ess than $50, 000 equi val ent each; and (f) increnental operating
costs, all under such ternms and conditions as the Bank shall specify by notice to the
Bor r ower .

B. Speci al Account

1. The Borrower shall open and maintain in Dollars a special deposit account in a
commerci al bank, on terns and conditions satisfactory to the Bank, including
appropriate protection against set-off, seizure and attachnent.

2. After the Bank has received evidence satisfactory to it that the Special Account
has been opened, withdrawals fromthe Loan Account of anpunts to be deposited into the
Speci al Account shall be made as foll ows:

(a) until the Bank shall have received: (i) the first Project Managenent
Report referred to in Section 4.02 (b) of this Agreenment; and (ii) a request fromthe
Borrower for withdrawal on the basis of Project Managenent Reports, wi thdrawals shal
be made in accordance with the provisions of Annex Ato this Schedule 1; and

(b) upon recei pt by the Bank of a Project Managenent Report pursuant to
Section 4.02 (b) of this Agreenment, acconpanied by a request fromthe Borrower for
wi t hdrawal on the basis of Project Management Reports, all further wthdrawal s shal
be nmade in accordance with the provisions of Annex B to this Schedule 1

3. Paynents out of the Special Account shall be made exclusively for Eligible
Expendi tures. For each paynment nade by the Borrower out of the Special Account, the
Borrower shall, at such time as the Bank shall reasonably request, furnish to the Bank

such docunents and ot her evidence showi ng that such paynent was nmade excl usively for
El i gi bl e Expendi tures.

4. Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the Bank shall not
be required to make further deposits into the Special Account:

(a) if the Bank determines at any time that any Project Management Report
does not adequately provide the information required pursuant to Section 4.02 of this
Agr eenent ;

(b) if the Bank deternmines at any time that all further withdrawal s shoul d be
made by the Borrower directly fromthe Loan Account; or

(c) if the Borrower shall have failed to furnish to the Bank within the
period of time specified in Section 4.01 (b)(ii) of this Agreenent, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of (A) the records and accounts for the Special Account, or (B) the records
and accounts reflecting expenditures with respect to which w thdrawal s were nade on
the basis of Project Managenent Reports.

5. The Bank shall not be required to nake further deposits into the Special Account
in accordance with the provisions of Part B.2 of this Schedule if, at any tinme, the
Bank shall have notified the Borrower of its intention to suspend in whole or in part
the right of the Borrower to nake withdrawals fromthe Loan Account pursuant to
Section 6.02 of the General Conditions. Upon such notification, the Bank shal



determine, in its sole discretion, whether further deposits into the Special Account
may be made and what procedures should be foll owed for making such deposits, and shall
notify the Borrower of its determ nation.

6. (a) If the Bank determines at any tine that any paynment out of the Special
Account was made for an expenditure which is not an Eligible Expenditure, or was not
justified by the evidence furnished to the Bank, the Borrower shall, pronmptly upon

notice fromthe Bank, provide such additional evidence as the Bank may request, or
deposit into the Special Account (or, if the Bank shall so request, refund to the
Bank) an anopunt equal to the anmpunt of such paynent. Unless the Bank shall otherw se
agree, no further deposit by the Bank into the Special Account shall be made until the
Borrower has provi ded such evidence or nade such deposit or refund, as the case may
be.

(b) If the Bank determines at any tine that any anmount outstanding in the
Speci al Account will not be required to cover paynents for Eligible Expenditures
during the six-nonth period followi ng such deternination, the Borrower shall, pronptly

upon notice fromthe Bank, refund to the Bank such outstandi ng anpunt.

(c) The Borrower may, upon notice to the Bank, refund to the Bank all or any
portion of the funds on deposit in the Special Account.

(d) Ref unds to the Bank made pursuant to sub-paragraph (a), (b) or (c) of
this paragraph 6 shall be credited to the Loan Account for subsequent w thdrawal or
for cancellation in accordance with the provisions of the Loan Agreenent.

Annex A to SCHEDULE 1

Qperation of Special Account Wien Wthdrawal s Are Not
Made On the Basis of Project Managenent Reports

1. For the purposes of this Annex:

the term"Authorized Al locati on" means an anount equal to $4, 000,000 to be
wi t hdrawn fromthe Loan Account and deposited into the Special Account pursuant to
paragraph 2 of this Annex; provided, however, that, unless the Bank shall otherw se
agree, the Authorized Allocation shall be limted to an ambunt equal to $1, 000, 000
until the aggregate anpbunt of withdrawals fromthe Loan Account, plus the total anobunt
of all outstanding special comitnents entered into by the Bank pursuant to Section
5.02 of the General Conditions, shall equal or exceed the equival ent of $4, 000, 000.

2. Wthdrawal s of the Authorized Allocation and subsequent w thdrawals to replenish
the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Al location, the Borrower shall furnish
to the Bank a request or requests for deposit into the Special Account of an anpunt or
anounts which in the aggregate do not exceed the Authorized Allocation. On the basis
of each such request, the Bank shall, on behalf of the Borrower, withdraw fromthe
Loan Account and deposit into the Special Account such amount as the Borrower shall
have request ed.

(b) For repl eni shment of the Special Account, the Borrower shall furnish to
the Bank requests for deposit into the Special Account at such intervals as the Bank
shal|l specify. Prior to or at the time of each such request, the Borrower shall
furnish to the Bank the documents and ot her evidence required pursuant to Part B.3 of
Schedule 1 to this Agreenent for the paynent or paynents in respect of which
repl eni shnent is requested. On the basis of each such request, the Bank shall, on
behal f of the Borrower, wi thdraw fromthe Loan Account and deposit into the Special
Account such anpunt as the Borrower shall have requested and as shall have been shown
by said docunments and ot her evidence to have been paid out of the Special Account for
El i gi bl e Expendi tures. Each such deposit into the Special Account shall be wi thdrawn
by the Bank fromthe Loan Account under one or nore of the Eligible Categories.

3. The Bank shall not be required to nmake further deposits into the Special
Account, once the total unw thdrawn anbunt of the Loan, mnus the total anmpunt of all
out st andi ng special commtnents entered into by the Bank pursuant to Section 5.02 of
the General Conditions, shall equal the equivalent of twice the anount of the

Aut horized All ocation. Thereafter, withdrawal fromthe Loan Account of the renmining
unwi t hdrawn anount of the Loan shall follow such procedures as the Bank shall specify



by notice to the Borrower. Such further withdrawal s shall be made only after and to
the extent that the Bank shall have been satisfied that all such ampbunts renaining on
deposit in the Special Account as of the date of such notice will be utilized in

maki ng paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Operation of Special Account Wien Wthdrawals Are
Made On the Basis of Project Managenent Reports

1. Except as the Bank may ot herw se specify by notice to the Borrower, all

wi t hdrawal s fromthe Loan Account shall be deposited by the Bank into t he Speci al
Account in accordance with the provisions of Schedule 1 to this Agreenment. Each such
deposit into the Special Account shall be w thdrawn by the Bank fromthe Loan Account
under one or nore of the Eligible Categories.

2. Each application for withdrawal fromthe Loan Account for deposit into the
Speci al Account shall be supported by a Project Management Report.

3. Upon recei pt of each application for withdrawal of an anount of the Loan, the
Bank shall, on behalf of the Borrower, wi thdraw fromthe Loan Account and deposit into

t he Speci al Account an ampunt equal to the | esser of: (a) the anpunt so requested; and
(b) the anpunt which the Bank has deternined, based on the Project Managenent Report
acconpanyi ng said application, is required to be deposited in order to finance

El i gi bl e Expenditures during the six-nonth period follow ng the date of such report;
provi ded, however, that the anmount so deposited, when added to the anount indicated by
sai d Project Managenent Report to be remmining in the Special Account, shall not
exceed the equival ent of $6, 000, 000.

SCHEDULE 2
Description of the Project

The Project is to support the first phase of the Borrower’s Program and the
Project ains at: (i) accelerating the econonmic transfornmati on of the rural econony by
increasing the flow of investment capital to the sector; (ii) strengthening the role
of the private sector in the rural econony; (iii) strengthening the Borrower’s
capacity to receive funding fromthe European Union Special Accession Programfor
Agriculture and Rural Developnent; and (iv) alleviating rural poverty through
financing of farmand off-farminvestnments for poor segments of the rural popul ation.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Bank may agree upon fromtime to time to achieve such
obj ecti ves:

Part A Rural Credit and Leasing Facility

(1) Provi sion of Sub-loans to eligible Beneficiaries to finance rural productive
activities.

(2) Provi sion of |eases of depreciable capital assets (e.g. machinery, tools,
vehi cl es, equi pnent) by PIBs and Leasi ng Conpani es to Beneficiaries.

(3) Provi sion of Mcro-loans to Beneficiaries.
Part B: Rural Retail Banking and M cro-Fi nance
(1) Support for the devel opment of suitable technol ogies for PRBs and Service

Providers to provide retail financial services to entrepreneurs residing in rural
areas and enterprises located in, or with activities related to, rural areas.

(2) Qperation by PRBs, of a network of pilot retail banking offices.

(3) Est abl i shment and operation by Service Providers of a network of micro-credit



retail points

(4) Provi sion of training and technical assistance in retail banking and
m cro-lending to PRBs and Service Providers, respectively.

Part C Proj ect Managenent and Techni cal Assistance on Rural Financial Market
Devel opnent

(1) Support for inplenentation and nonitoring of the Project, including renuneration
for consultants hired for this purpose.

(2) Provi sion of technical assistance and funds for: (a) devel opnent of a

war ehousi ng recei pts system (b) exam ning options to reformthe accounting and fisca
treatment of depreciable assets and |easing; (c) analysis of possible instrunents for
Il enders to share the credit history of borrowers in rural areas; (d) exam ning options
to reduce the general risk of rural credit transactions; (e) inprovenent of regulatory
framework for rural nutual financial internmediaries; (f) canpaign to increase public
awar eness of new financial options under the Project; and (g) provision of information
to eligible beneficiaries on howto access financial resources available to the rura
ar eas.

The Project is expected to be conpleted by July 31, 2005
SCHEDULE 3
Anortization Schedul e

Paynent of Principa
(Expressed in

Dat e Payment Due Dol | ars) *
August 15, 2006 3, 335, 000
February 15, 2007 3, 335, 000
August 15, 2007 3, 335, 000
February 15, 2008 3, 335, 000
August 15, 2008 3, 335, 000
February 15, 2009 3, 335, 000
August 15, 2009 3, 335, 000
February 15, 2010 3, 335, 000
August 15, 2010 3, 335, 000
February 15, 2011 3, 335, 000
August 15, 2011 3, 335, 000
February 15, 2012 3, 335, 000
August 15, 2012 3, 335, 000
February 15, 2013 3, 335, 000
August 15, 2013 3, 335, 000
February 15, 2014 3, 335, 000
August 15, 2014 3, 335, 000
February 15, 2015 3, 335, 000
August 15, 2015 3, 335, 000
February 15, 2016 3, 335, 000
August 15, 2016 3, 335, 000
February 15, 2017 3, 335, 000
August 15, 2017 3, 335, 000
February 15, 2018 3, 295, 000
* The figures in this colum represent the anount in Dollars to be repaid

except as provided in Section 4.04 (d) of the General Conditions.
SCHEDULE 4



Pr ocur enent
Section |. Procurenent of Goods and Wrks
Part A: Cener al

Goods and works shall be procured in accordance with the provisions of Section |
of the "Quidelines for Procurenent under |BRD Loans and | DA Credits" published by the
Bank in January 1995 and revised in January and August 1996, Septenber 1997 and
January 1999 (the Cuidelines) and the follow ng provisions of Section | of this
Schedul e.

Part B: I nternational Conpetitive Bidding
1. Except as otherwi se provided in Part C of this Section, goods and works shall be
procured under contracts awarded in accordance with the provisions of Section Il of

the Guidelines and paragraph 5 of Appendix 1 thereto.

2. The follow ng provisions shall apply to goods to be procured under contracts
awarded in accordance with the provisions of paragraph 1 of this Part B.

(a) G oupi ng of contracts

To the extent practicable, contracts for goods: (a) under Parts A and B of the
Project shall be grouped in bid packages estimted to cost $350,000 equival ent or nore
each; and (b) under Part C of the Project shall be grouped in bid packages estimated
to cost $100, 000 equival ent or nore each.

(b) Preference for donestically nmanufactured goods

The provisions of paragraphs 2.54 and 2.55 of the CQuidelines and Appendi x 2
thereto shall apply to goods nanufactured in the territory of the Borrower.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Wirks estimated to cost | ess than $1, 000,000 per contract may be procured under
contracts awarded in accordance with the provisions of paragraphs 3.3 and 3.4 of the
Qui del i nes.

2. Limted International Bidding

Goods under Parts A and B of the Project which the Bank agrees can only be
purchased froma limted nunber of suppliers, regardless of the cost thereof, nmay be
procured under contracts awarded in accordance with the provisions of paragraph 3.2 of
the Gui delines.

3. I nternational Shopping

Goods under Part C of the Project estimated to cost |ess than $100, 000
equi val ent per contract may be procured under contracts awarded on the basis of
i nternational shopping procedures in accordance with the provisions of paragraphs 3.5
and 3.6 of the Cuidelines.

4. Nat i onal Shoppi ng

Goods under Part C of the Project estimated to cost |ess than $50, 000 equi val ent
per contract, up to an aggregate anount not to exceed $150, 000 equi val ent, may be
procured under contracts awarded on the basis of national shopping procedures in
accordance with the provisions of paragraphs 3.5 and 3.6 of the Cuidelines.



5. Direct Contracting

Goods under Parts A and B of the Project which are of a proprietary nature, my,
with the Bank’s prior agreenent, be procured in accordance with the provisions of
paragraph 3.7 of the Guidelines.

6. Procurenent of Small Wrks

Wrks estimated to cost |ess than $100, 000 equival ent per contract nmay be
procured under |unp-sum fixed-price contracts awarded on the basis of quotations
obtained fromthree (3) qualified domestic contractors in response to a witten
invitation. The invitation shall include a detailed description of works, including
basi c specifications, the required conpletion date, a basic form of agreenent
acceptable to the Bank, and rel evant draw ngs, where applicable. The award shall be
made to the contractor who offers the | owest price quotation for the required work,
and who has the experience and resources to conplete the contract successfully.

7. Commercial Practices

Goods required for carrying out Sub-projects under Part A of the Project, for
devel opi ng PRB branches under Part B of the Project, and estimated to cost |ess than
$350, 000 equi val ent per contract, may be procured in accordance with conmmerci al
practices acceptable to the Bank which will require a mnimmof three (3) witten
price quotations and the award of contract to the | owest eval uated bi dder.

8. Procurenent from UN Agenci es

Goods under Parts A and B of the Project to be procured in accordance with the
provisions of Part C.7 of this Section, and goods under Part C of the Project, to be
procured in accordance with the provisions of Part C 3 of this Section, nmay be
procured through I APSO i n accordance with the provisions of paragraph 3.9 of the
Cui del i nes.

Part D: Revi ew by the Bank of Procurement Decisions
1. Procurenent Pl anni ng

Prior to the issuance of any invitations to bid for contracts, the proposed
procurement plan for the Project shall be furnished to the Bank for its review and
approval, in accordance with the provisions of paragraph 1 of Appendix 1 to the
Gui del i nes. Procurenment of all goods shall be undertaken in accordance w th such
procurement plan as shall have been approved by the Bank, and with the provisions of
sai d paragraph 1.

2. Prior Review

Wth respect to: (i) each contract for goods and works procured under
each Part A, B and C of the Project in accordance with the provisions of Parts B, C 2
and C.5 of this Section; and (ii) the first two contracts for works procured under
each Part A, B and C of the Project, including the first two contracts cl eared by each
PI B and Leasi ng Conpany, in accordance with the provisions of Part C. 1 of this
Section, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Gui del i nes shall apply.

(b) Wth respect to: (i) the first two contracts for goods and works procured
under each Part A and B of the Project, including the first two contracts cl eared by
each PIB, Leasing Conpany, PRB, and SP, in accordance with the provisions of Parts C. 6
and C. 7 of this Section; and (ii) the first contract for goods and works procured
under Part C of the Project in accordance with the provisions of Parts C 3 and C. 6 to
this Section, the follow ng procedures shall apply:

(i) prior to the selection of any supplier under shopping procedures,
the Borrower shall provide to the Bank a report on the conparison



and eval uation of quotations received;

(ii) prior to the execution of any contract procured under direct
contracting or shopping procedures, the Borrower shall provide to
the Bank a copy of the specifications and the draft contract; and

(iii) the procedures set forth in paragraphs 2(f), 2(g) and 3 of
Appendi x 1 to the CGuidelines shall 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
Part A CGener a

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Guidelines: Selection and Enpl oynent of
Consul tants by World Bank Borrowers" published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the follow ng

provi sions of Section Il of this Schedul e
Part B: Qual ity- and Cost-based Sel ection
1 Except as otherwi se provided in Part C of this Section, consultants’ services

shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants.

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the precedi ng paragraph.
The short |ist of consultants for services, estimated to cost |ess than $200, 000

equi val ent per contract, may conprise entirely of national consultants in accordance
with the provisions of paragraph 2.7 of the Consultant Guidelines

Part C O her Procedures for the Selection of Consultants
1. Qual i ty-Based Sel ection

Services for designing: overall retail banking strategy; strategy for channels
for delivery of banking products; and strategies, nodels and systens for recovery of
collateral and valuation of assets under Part B.1 of the Project shall be procured
under contracts awarded in accordance with the provisions of paragraphs 3.1 through
3.4 of the Consultant GCuidelines.

2. I ndi vi dual Consul tants

Services for tasks that neet the requirenents set forth in paragraph 5.1 of the
Consul tant Gui del i nes shall be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

Part D: Revi ew by the Bank of the Sel ection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
pl an for the selection of consultants under the Project shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Guidelines. Selection of all consultants’ services shal



be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Revi ew

(a) Wth respect to each contract estinmated to cost the equival ent of
$200, 000 or nore, the procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consul tant Guidelines shall

apply.

(b) Wth respect to each contract estinmated to cost the equival ent of
$100, 000 or nore, but less than the equival ent of $200,000, the procedures set forth
in paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant Guidelines shall apply.

(c) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terns of reference and terms of enployment of the consultants shall be
furnished to the Bank for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

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 Consul tant Guidelines shall

apply.
SCHEDULE 5
| mpl ement ati on Program

1. The Borrower shall and shall cause PIBs, Leasing Conpanies and Service Providers
to carry out Part A of the Project in accordance with the Operational Manual and the
provi sions of this Schedule, Annexes A, B and C thereto and Schedule 6 to this
Agreement. The Borrower shall not amend, suspend, abrogate, repeal or waive the
Qperational Manual without the Bank's prior consent.

. For the purposes of carrying out Parts A 1 and A 2 of the Project, the Borrower
shal | :

(a) sel ect PIBs and Leasi ng Conpanies, in accordance with the eligibility
criteria set forth or referred to in Schedule 6 to this Agreenent, to participate in
financial internediation of the credit and leasing facility to be established under
Part A of the Project through provision of Sub-loans and Fi nancing Leases to
Beneficiaries on terns and conditions set forth in Annex A to this Schedul €;

(b) relend to PIBs and Leasi ng Conpani es the equi val ent of the proceeds of
the Loan allocated fromtinme to time to Category (1) of the Table set forth in
paragraph 1 of Schedule 1 to this Agreenent under Subsidiary Loan Agreenents to be
entered into between the Borrower and each PIB or Leasi ng Conmpany respectively, under
ternms and conditions which shall have been approved by the Bank and whi ch shall
include, without limtation, those set forth in Schedule 6 to this Agreenent;

(c) moni tor the overall execution of Parts A1 and A.2 of the Project and
carrying out by PIBs and Leasi ng Conpani es of their respective Subsidiary Loan
Agreenments in accordance with policies and procedures satisfactory to the Bank;

(d) take or cause to be taken all action necessary or appropriate on its part
to enabl e PIBs and Leasi ng Conpanies to performin accordance with the provisions of
their respective Subsidiary Loan Agreenents all their obligations therein set forth,
and not to take or permt to be taken any action which would interfere with such
per formance; and

(e) exercise its rights under the Resource Managenent Agreenent and the



Subsi diary Loan Agreenents in such nanner as to protect the interests of the Bank and
the Borrower and to acconplish the purposes of the Loan and, except as the Bank shal
ot herwi se agree, not assign, anend, abrogate or waive any such Subsidiary Loan
Agreement or any provision thereof.

3. For the purposes of carrying out Part A 3 of the Project, the Borrower shall:

(a) sel ect Service Providers, in accordance with the eligibility criteria set
forth in Annex B to this Schedule 5 to this Agreenent to participate in financia
intermediation of the credit and leasing facility to be established under Part A 3 of
the Project and procure their services in accordance with the provisions of Section |
of Schedule 4 to this Agreenent;

(b) enter into an Agency and Cofinanci ng Agreement with each Service
Provi der, under terms and conditions which shall have been approved by the Bank, and
wher eby:

(i) the Service Provider shall relend to Beneficiaries, on behalf of
the Borrower for a reasonable fee, the equivalent of the proceeds

of the Loan allocated fromtime to tine to Category (2) of the

table set forth in paragraph 1 of Schedule 1 to this Agreenent

under a Mcro-loan Agreenent to be entered into between the

Service Provider and a Beneficiary for the purposes of Part A 3 of

the Project, under terns and conditions approved by the Bank and

whi ch shall include without linmtation those set forth in Part B

of Annex B to Schedule 5 to this Agreenent;

(ii) the Service Provider shall provide at |east twenty-five percent
(25% and the Borrower shall provide, fromthe proceeds of the
Loan allocated fromtinme to tine to Category (2) of the table set

forth in paragraph 1 of Schedule 1 to this Agreement, up to

seventy-five percent (75% of the anmpunt of a Mcro-loan to the

Beneficiary, under terns and conditions approved by the Bank and

whi ch shall include without limtation those set forth in Part B

of Annex B to Schedule 5 to this Agreenent;

(iii) in respect of paynent of interest or other charges on, or
repaynment of principal, nade to a Service Provider by a
Beneficiary, under the Mcro-loan, upon receipt of each such
repaynment, the Service Provider shall credit the Borrower’s
correspondi ng portion to an account of the Borrower naintained for
the purposes of the Project.

(c) moni tor the overall execution of Part A 3 of the Project and carrying out
by Service Providers of their respective Agency and Co-financing Agreenents in
accordance with policies and procedures satisfactory to the Bank;

(d) take or cause to be taken all action necessary or appropriate on its part
to enable Service Providers to performin accordance with the provisions of their
respective Agency and Co-financing Agreenents all the obligations therein set forth,
and not to take or permt to be taken any action which would interfere with such
per formance; and

(e) exercise its rights under the Agency and Co-financi ng Agreenents in such
manner as to protect the interests of the Bank and the Borrower and to acconplish the
purposes of the Loan and, except as the Bank shall otherw se agree, not assign, anend,
abrogate or waive any such Agency and Co-fi nanci ng Agreenent or any provision thereof.

4. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with the carrying out of the Project and
the achi evenent of the objectives thereof;

(b) prepare, under termnms of reference satisfactory to the Bank, and furnish
to the Bank, on or about January 31, 2003, a report integrating the results of the



nmoni toring and evaluation activities perfornmed 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 reconmended to ensure
the efficient carrying out of the Project and the achi evenent of the objectives
thereof during the period follow ng such date; and

(c) review with the Bank, by April 30, 2003, or such later date as the Bank
shal |l request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all measures required to ensure the efficient conpletion of the
Project and the achi evenent of the objectives thereof, based on the concl usions and
recomrendati ons of the said report and the Bank’s views on the matter.

5. During the execution of the Project, the Borrower shall maintain the PMJ with
such staff and resources as shall be reqmred for the PMJto performits duties in
respect of the overall managenent and i npl ementation of the Project and shall be
acceptable to the Bank.

6. During the execution of the Project, the Borrower shall maintain a Steering
Conmi ttee conprising the representatives of the M ni stry of Finance, Mnistry of
Agriculture and Food, and the National Bank of Romani a, which shall oversee the

i mpl enent ati on of t he Project, and shall inter alia ensure that the PMJ has sufficient
staff with the required experience and qualifications for the inplenentation of the
Proj ect .

7. For the purposes of carrying out Part B of the Project, the Borrower shall: (a)
select up to four (4) PRBs which shall qualify as PlIBs under criteria set forth in
Annex C of Schedule 5 to this Agreenent and agree to participate in an institutional
devel oprment program for the purposes of Part B.2 of the Project; and (b) relend to
PRBs the equival ent of the proceeds of the Loan allocated fromtinme to tine to
Categories (3)(a) and (4) of the Table set forth in paragraph 1 of Schedule 1 to this
Agreement under a Participation Agreenent to be entered between the Borrower and each
PRB, under terns and conditions which shall have been approved by the Bank and shall
include, without limtation, those set forth in Parts B and C of Annex C to Schedule 5
to this Agreenent.

8. The Borrower shall assign, under the Resource Managenent Agreenent, the right to
manage di sbursenment of the proceeds of the Loan, to the Treasury Bank, selected in
accordance with criteria acceptable to the Bank; and shall not anmend, suspend,

abrogate or waive the provisions of the Resour ce Managenent Agreenent wi thout prior
approval of the Bank.

9. By October 15, 2001, the Borrower shall issue an Ordinance which will term nate
the col l'ection of value added tax on interest inconme accrued by non-bank | enders on
| oans nmade by non-bank | enders.

Annex A to SCHEDULE 5
Terms and Conditions of Sub-loans and Fi nancing Leases

The provisions of this Annex shall apply for the purposes of paragraph 2 (a) of
Schedule 5 to this Agreenent.

A Ternms and Conditions

1. The princi pal anobunt of each Sub-l1oan or a Financing Lease shall: (a) be
denominated in the currency (Dollars or Lei) agreed to by the PIB or Leasing Comnpany,
respectively, and the Beneficiary; and (b) be the equivalent in such currency
(determ ned as of the date or respective dates of withdrawal fromthe Loan Account or
paynent out of the Special Account) of the value of the currency or currencies so

wi t hdrawn or paid out on account of the cost of goods and services financed out of
such proceeds for the Sub-project.

2. Each Sub-1oan shall be: (a) charged interest, on the principal anount thereof
wi t hdrawn and outstanding fromtine to tinme, at a rate determined by the respective
PI B or Leasi ng Conpany, respectively, in accordance with its investnent and | ending
policies and practices; and (b) made for a period of up to eight (8) years, including
up to twelve (12) nonths grace peri od.



3. The total amount of all Sub-loans and Fi nancing Leases nade to a single
Beneficiary shall not exceed: (a) an equivalent of one mllion Dollars ($1, 000, 000)
for Beneficiaries other than a Leasing Conmpany; and (b) an equivalent of four mllion
Dol | ars ($4, 000, 000) for Leasing Conpani es which qualify as Beneficiaries for
obt ai ni ng Sub-1oans from PIBs, or such other anmount as the Bank shall establish and
pronptly notify the Borrower of.

B. Eligibility Criteria

1. Sub- 1 oans and Fi nanci ng Leases shall be nmade to Beneficiaries which each shal
be qualified, to the satisfaction of the Borrower and the Bank, as:

(a) a duly established enterprise under the | aws of the Borrower, with at
|l east fifty-one percent (51% private shareholding (i.e. shares held by persons or
entities other than those owned or controlled by the Borrower, |ocal authorities or
any sub-division thereof) which is: (i) domciled in rural areas; or (ii) domciled in
urban areas and engaged in activities related to the rural econony; or

(b) an individual entrepreneur of Romanian nationality and residing in rura
ar eas.

2. Sub- 1 oans and Fi nanci ng Leases shall be made for Sub-projects which are each
determ ned, on the basis of an appraisal carried out in accordance w th guidelines
satisfactory to the Bank, to be:

(a) technically feasible and economically, financially and comercially
vi abl e; and

(b) desi gned in accordance with appropriate health, safety and environnental
standards consistent with the Borrower’s |aws and regul ati ons
3. Sub- 1 oans or Financing Leases shall not be made for Sub-projects which are each
det er m ned:

(a) to finance purchase and | easing of |and, or purchase of existing
bui | di ngs;

(b) to finance tobacco-related activities;

(c) to require involuntary resettlement of people; and

(d) to have adverse inmpact on cultural heritage structures.
C. O her Conditions

1. No expendi tures for goods, works or services required for a Sub-project shall be
eligible for financing out of the proceeds of the Loan unl ess:

(a) the Sub-loan or Financing Lease for such Sub-project shall have been
approved by the Bank and such expenditures shall have been nade not earlier than 180
days prior to the date on which the Bank shall have received the application and
information required under paragraph 4 (a) of this Annex in respect of such Sub-Ioan,
or

(b) the Sub-loan or Financing Lease for such Sub-project shall have been a
free-limt Sub-loan or Financing Lease (as hereinafter defined) for which the Bank
shall have authorized withdrawal s fromthe Loan Account and such expenditures shal
have been nade not earlier than 180 days prior to the date on which the Bank shal
have received the request and information required under paragraph 2 (b) of this Annex
in respect of such free-limt Sub-loan or Financing Lease. For the purposes hereof, a
free-1imt Sub-loan shall be a Sub-loan or a Financing Lease for a Sub-project to be
made by a PIB or a Leasing Conpany, respectively, in an anmbunt to be financed out of
the proceeds of the Loan which shall not exceed, when added to all other free-limt
Sub-1 oans financed or proposed to be financed out of the proceeds of the Loan and
whi ch have been or are being used for financing goods, works and services directly and
materially related to such Sub-project, the sumdeternmined fromtine to tine by the
Bank and notified to the Borrower and each such respective PIB or Leasing Conpany.

2. (a) When presenting a Sub-loan, other than a free-limt Sub-loan, to the Bank
for approval, the respective PIB shall furnish to the Bank, through the Treasury Bank
an application, in formsatisfactory to the Bank, together with: (i) a description of



the Beneficiary; (ii) the appraisal of the Sub-project, including a description of the
expendi tures proposed to be financed out of the proceeds of the Loan; (iii) the
proposed terms and conditions of the Sub-1oan, including the schedul e of anortization
therefor; and (iv) any such other information as the Bank shall reasonably request.

(b) Each request for authorization to nmake withdrawal s fromthe Loan Account
in respect of a free-limt Sub-loan shall contain: (i) a summary description of the
Beneficiary and the Sub-project, including a description of the expenditures proposed
to be financed out of the proceeds of the Loan; and (ii) the ternms and conditions of
the Sub-loan, including the schedul e of amortization therefor.

(c) Applications and requests nade pursuant to the provisions of
subparagraphs (a) and (b) of this paragraph shall be presented to the Bank prior to
Sept ember 30, 2005, or such later date as nay be agreed upon by the Bank.

3. Sub-1 oans and Fi nancing Leases shall be nmade on ternms whereby the PIB or Leasing
Conpani es respectively nmaking the Sub-loan or Financing Lease shall obtain, by witten
contract or other appropriate neans, rights adequate to protect its interest and those
of the Borrower and the Bank, including the right to:

(a) require the Beneficiary to carry out the Sub-project with due diligence
and efficiency and in conformty with appropriate technical, econom cal, financial
environnmental and commercial practices, to maintain adequate records, and to provide,
promptly as needed, funds, facilities and other resources required for the
Sub- Proj ect;

(b) require that the goods, works and services to be financed out of the
proceeds of the Sub-loan to be procured in accordance with the provisions of Schedul e
4 to this Agreenent, and use such goods, works and services exclusively in the
carrying out of the Sub-project;

(c) inspect, by itself or jointly with representatives of the Bank and the
Borrower if the Bank or the Borrower shall so request, the goods and the sites, works,
pl ans and construction included in the Sub-project, the operation thereof, and any
rel evant records and docunents;

(d) require that the Beneficiary shall take out and maintain such insurance
agai nst such risks and in such anmounts, as shall be consistent with sound business
practice, including such insurance to cover hazards incident to the acquisition,
transportation and delivery of goods financed out of the proceeds of the Sub-Ioan or
obt ai ned through a Financing Lease to the place of use or installation, any indemity
thereunder to be made payable in a currency freely usable by the Beneficiary to
replace or repair such goods

(e) obtain all such information as the Bank, or the Borrower, shal
reasonably request relating to the foregoing and to the adm nistration, operations and
financial condition of the Beneficiary and to the benefits to be derived fromthe
Sub- proj ect; and

(f) suspend or termnate the right of the Beneficiary to the proceeds of the
Sub-1 oans or the use of goods financed through a Financing Lease, upon failure by such
Beneficiary to performits obligations under its contract with a PIB or a Leasing
Company.

Annex B to SCHEDULE 5

Eligibility Criteria for Service Providers and
Ternms and Conditions of Mcro-I|oans

The principal terms and conditions set forth in this Annex shall apply for the
pur poses of paragraph 3 (a) and (b) of Schedule 5 to this Agreenent.

A Eligibility Criteria for Service Providers

An Agency and Co-financi ng Agreenent may be entered into with a Service
Provider, an entity duly established and operating under the | aws of the Borrower,
whi ch the Borrower shall have determ ned, and the Bank shall have agreed, that such
Servi ce Provider:

(a) is aprivate entity which is not owned or controlled by the Borrower,
| ocal authorities or any sub-division thereof;



~(b) has sufficient capacity and experience in delivering mcrocredit
servi ces;

(c) has the organi zation, managenent, staff and other resources required for
the efficient carrying out of its operations, including its activities to be
undert aken under Part A 3 of the Project;

(d) has sound financial condition and adheres to sound operating policies and
procedures determined on the basis if the criteria agreed upon with the Bank; and

(e) has agreed to provide at |east twenty-five percent (25% co-financing to
each Mcro-loan on terns and conditions set forth in the Operational Minual and Part B
of this Annex B to Schedule 5 to this Agreenent.

B. Terns and Conditions of Mcro-Ioans

1. The princi pal anpbunt of each Mcro-loan shall: (a) be such that the Service
Provider's portion of the principal ambunt of a Mcro-loan shall be denomi nated in
currency agreed to by the Service Provider and the Beneficiary and the Borrower’s
portion of the principal amount of a Mcro-loan shall be denom nated in Lei, unless

ot herwi se agreed by the Bank; and (b) be the equivalent in such currency or currencies
(determined as of the date or respective dates of withdrawal fromthe Loan Account or
paynent out of the Special Account) of the value of the currency or currencies so

wi t hdrawn or paid out on account of the cost of goods, works and services financed out
of such proceeds for the Sub-project.

2. The maxi mum anmpbunt of outstanding Mcro-loan or Mcro-loans to a single
Beneficiary shall not exceed $7,500 equival ent, or such other anobunt as the Bank shall
establish and pronptly notify the Borrower of.

3. Each Mcro-loan shall be: (a) charged interest, on the principal anount thereof
wi t hdrawn and outstanding fromtine to time, at a rate which shall be cal cul ated on
the basis of guidelines acceptable to the Bank; and (b) made for a period of up to
three (3) years.

4. M cro-1oans shall be nade: (a) to Beneficiaries which each shall qualify in
accordance with the criteria set forth in Part B.1(b) of Annex A to Schedule 5 to this
Agreenment; and (b) for Sub-projects selected in accordance with the provisions of
Parts B.2 and B.3 of Annex A to Schedule 5 to this Agreenent.

5. M cro-1 oans shall each be nmade on terns whereby the Service Provider naking the
M cro-loan shall enter into a Mcro-loan agreenent with a Beneficiary to obtain rights
adequate to protect its interests and those of the Borrower and the Bank, including
the right to:

(a) require the Beneficiary to carry out the Sub-project with due diligence
and efficiency and in conformty with appropriate technical, environmental,
econom cal, financial and commercial practices, to maintain adequate records, and to
provide, promptly as needed, the fund facilities and other resources required for this
pur pose,;

(b) require that the goods, works, and services to be financed out of the
proceeds of the Mcro-loan to be procured in accordance with the provisions of
Schedule 4 to this Agreenent, and use such goods, works and services exclusively in
the carrying out of the Sub-project;

(c) inspect, by itself or jointly with representatives of the Bank, if the
Bank shall so request, the goods and the sites, works, plans and construction included
in the Sub-projects, the operation thereof, any rel evant records and docunents;

(d) require the Beneficiary to maintain accounts and records relating to
expendi tures under the Sub-projects, as shall be consistent with sound busi ness
practices;

(e) obtain all such information as the Bank and the Borrower shall reasonably
request, relating to the adm nistration, operations and financial conditions of the
Sub- proj ects; and

(f) suspend or termnate the right of the Beneficiary to use of the proceeds
of the Mcro-loan on account of failure by such Beneficiary to performits obligations
under its Mcro-loan Agreenent.



Annex C to SCHEDULE 5
Principal Terns and Conditions of Participation Agreenents

The principal terns and conditions set forth in this Schedule shall apply for
the purposes of paragraph 7 of Schedule 5 to this Agreenent.

A Eligibility Criteria for PRBs

A Participation Agreement may be entered into with a banking institution, which
the Borrower shall have determ ned, and the Bank shall have agreed, that such banking
institution: (a) conplies with the eligibility criteria specified in Part A of
Schedul e 6 of this Agreenent; and (b) agrees to participate in an institutional
devel opnent program for the purposes of Part B.2 of the Project.

B. Ternms of the PRB Subsidiary Loans

1. The principal amount to be relent out of the proceeds of the Loan to a PRB under
the Participation Agreements shall be: (a) denomi nated in Dollars; and (b) the

equi val ent of the aggregate anmpunt of the principal of all PRB Subsi di ary Loans nmde
out of the proceeds thereof.

2. The PRB Subsidiary Loan shall be charged: (a) on the principal anount thereof
wi t hdrawn and outstanding fromtine to time, interest, during each six-nmonth period
conmenci ng on June 30 and Decenber 31 of each cal endar year, at a rate equal to LIBOR
plus a margin, as shall be calculated on the basis of guidelines acceptable to the
Bank; and (b) a stand-by fee at the rate of 0.75% per annum on the principal anmount of
the PRB Subsidiary Loan not withdrawn fromtine to tine.

3. The PRB Subsidiary Loan shall be repaid in twelve (12) years, including a grace
period of up to eighteen (18) nonths.

4. The right of a PRB to the use of the proceeds of its PRB Subsidiary Loan shall
be: (a) suspended upon failure of such PRB to performany of its obligations under its
Partici pation Agreement or to continue to be in conpliance with all legal and

regul atory requirenents applicable to its operations; and (b) ternmnated if such right
shall have been suspended pursuant to subparagraph (a) hereof for a continuous period
of 60 days.

C. Condi ti ons

Each respective Participation Agreenent shall contain provisions pursuant to
whi ch each respective PRB shall undertake to:

(a) carry out its activities under Part B of the Project and conduct its
operations and affairs in accordance with appropriate financial standards and
practices, with qualified managenent and staff in adequate nunbers, and to provide,
promptly as needed, the funds, facilities, services and other resources required for
t he purpose.

(b) (i) exchange views with, and furnish all such information to the Bank, as
may be reasonably requested by the Bank, and the Borrower, with regard to the progress
of its activities under Part B of the Project, the performance of its obligations
under its respective Participation Agreenent, and other matters relating to the
purposes of Part B of the Project; and (ii) pronmptly informthe Bank and the Borrower
of any condition which interferes or threatens to interfere with the progress of its
activities under its respective Participation Agreenent; and

(c) (i) maintain records and accounts adequate to reflect, in accordance with
sound accounting practices, its operations and financial condition; (ii) have its
financial statenents (balance sheets, statenents of income and expenses and rel at ed
statenents) for each fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors acceptable to the Bank; (iii)
furnish to the Bank, as soon as available, but in any case not later than six nonths
after the end of each such year, certified copies of said financial statenents and
accounts for such year as so audited, and the report of such audit by said auditors in
such scope and detail as the Bank shall have reasonably requested; and (iv) furnish to
the Bank such other information concerning said records, accounts and financi al
statenents, as well as the audit thereof, as the Bank shall fromtine to tine
reasonably request.



SCHEDULE 6

Principal Terns and Conditions of the
Subsi di ary Loan Agreemnents

The principal terms and conditions set forth in this Schedul e shall apply for
the purposes of paragraph 2 (a) and (b) of Schedule 5 to this Agreenent.

A Eligibility Criteria for PIBs

A Subsidiary Loan Agreenment may be entered into with a banking institution, duly
establ i shed and operating under the |l aws of the Borrower for at least two (2) years,
whi ch the Borrower shall have determi ned, and the Bank shall have agreed, that such
banki ng institution:

(a) has at |east fifty-one percent (51% of its shares held by persons or
entities other than those owned or controlled by the Borrower, |ocal authorities or
any sub-divi sion thereof;

(b) is in conpliance with all legal and regulatory requirenments applicable to
its operations;

(c) is operating pursuant to investnent and | ending policies and procedures
acceptable to the Bank, and has undertaken to nmmintain said policies and procedures;

(d) has a financial structure and performance satisfactory to the Bank,
determ ned, inter alia, on the basis of capital adequacy, asset quality, reserves,
liquidity, earnings and operating costs criteria agreed upon with the Bank;

(e) has the organi zation, managenent, staff and other resources required for
the efficient carrying out of its operations, including its activities to be
undert aken under Part A of the Project; and

(f) is capable of preparing financial statenments in accordance with
I nternational Accounting Standards (1AS) and has an audit report, including a
portfolio review, covering the fiscal year i mediately preceding the date of
application for participation in the Project, prepared by a firmacceptable to the
Bank.

B. Eligibility Criteria for Leasing Conpanies

A Subsidiary Loan Agreement may be entered into with a Leasi ng Conpany, duly
establ i shed and operating under the | aws of the Borrower, which the Borrower shall
have deternined, and the Bank shall have agreed, that such Leasing Conpany:

(a) has unqualified financial statenents prepared for the year inmediately
preceding application for participation in the Project and audited by external
auditors in accordance with |AS;

(b) is in conpliance with all legal and regulatory requirenments applicable to
its operations;

(c) has at |east fifty-one percent (51% of its shares held by persons or
entities other than those owned or controlled by the Borrower, |ocal authorities or
any sub-divi si on thereof;

(d) has perfornmance satisfactory to the Bank, deternined, inter alia, on the
basi s of maxi mum debt to equity and nmaxi nrum debt service coverage ratios and | evel of
earnings during the year inmmediately preceding to its application for participation in
the Project, as such ratios have been agreed upon with the Bank; and

(e) has obt ai ned an uncondi tional guarantee issued by a commrercial bank
acceptable to the Bank, on terns and conditions satisfactory to the Bank.
C Ter ns
1. The principal anobunt to be relent out of the proceeds of the loan to a PIB or a

Leasi ng Conpany (a Subsidiary Loan) under its respective Subsidiary Loan Agreenent
shall be: (a) denominated in Dollars; and (b) the equival ent of the aggregate anount
of the principal of all Sub-loans nade out of the proceeds thereof.



2. The Subsidiary Loan shall be charged: (a) on the principal anount thereof

wi t hdrawn and outstanding fromtine to time, interest, during each six-nmonth period
commenci ng on June 30 and Decenber 31 of each cal endar year, at a rate equal to LIBOR
plus a margin, as shall be cal cul ated on the basis of guidelines acceptable to the
Bank; and (b) a stand-by fee at the rate of 0.75% per annum on the principal anount of
the Subsidiary Loan not withdrawn fromtinme to tinme.

3. The Subsidiary Loan shall be repaid in twelve (12) years, including a grace
period of up to eighteen (18) nonths

4. The right of a PIB or a Leasing Conpany to the use of the proceeds of its
respective Subsidiary Loan shall be: (a) suspended upon failure of such PIB or Leasing
Conpany to performany of its obligations under its respective Subsidiary Loan
Agreement or to continue to be in conpliance with all |egal and regul atory
requirements applicable to its operations; and (b) termnated if such right shall have
been suspended pursuant to subparagraph (a) hereof for a continuous period of 60 days

D. Condi tions

Each respective Subsidiary Loan Agreenent shall contain provisions pursuant to
whi ch each respective PIB or Leasing Conpany shall undertake to

(a) carry out its activities under Part A of the Project and conduct its
operations and affairs in accordance with appropriate financial standards and
practices, with qualified managenment and staff I n adequate nunbers, and in confornmity
with the investnent and | ending policies and procedures referred to in paragraph 1 (b)
hereof, and to provide, pronptly as needed, the funds, facilities, services and other
resources required for the purpose;

(b) (i) make Sub-loans or Financing Leases to Beneficiaries on the terns and
conditions set forth in the Annex A to Schedule 5 to this Agreenment; (ii) exercise its
rights in relation to each such Sub-loan in such nmanner as to protect its interests
and the interests of the Borrower and the Bank, conply with its obligations under its
respective Subsidiary Loan Agreement and achi eve the purposes of Part A of the
Project; (iii) not assign, anend, abrogate or waive any of its agreenents providing
for Sub-loans, or any provision thereof, w thout prior approval of the Borrower; and
(iv) appraise Sub-projects and supervise, nonitor and report on the carrying out by
Beneficiaries of Sub-projects, in accordance with procedures satisfactory to the Bank
and the Borrower;

(c) (i) exchange views with, and furnish all such information to the Bank, as
may be reasonably requested by the Bank, and the Borrower, with regard to the progress
of its activities under Part A of the Project, the performance of its obligations
under its respective Subsidiary Loan Agreenent, and other matters relating to the
purposes of Part A of the Project; and (ii) pronptly informthe Bank and the Borrower
of any condition which interferes or threatens to interfere with the progress of its
activities under its respective Subsidiary Loan Agreenent; and

(d) (i) maintain records and accounts adequate to reflect, in accordance with
sound accounting practices, its operations and financial condition; (ii) have its
financial statenents (bal ance sheets, statenents of incone and expenses and rel at ed
statenents) for each fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors acceptable to the Bank; (iii)
furnish to the Bank, as soon as available, but in any case not later than six nonths
after the end of each such year, certified copies of said financial statenents and
accounts for such year as so audited, and the report of such audit by said auditors in
such scope and detail as the Bank shall have reasonably requested; and (iv) furnish to
the Bank such other information concerning said records, accounts and financi al
statenments, as well as the audit thereof, as the Bank shall fromtinme to tinme
reasonably request.



