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LOAN NUMBER 4600 CHA

Loan Agreenent

(Shijiazhuang Urban Transport Project)

bet ween

PEOPLES" REPUBLI C OF CHI NA

and

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

Dat ed COctober 29, 2001
LOAN NUVBER 4600 CHA

LOAN AGREEMENT

AGREEMENT, dated COctober 29, 2001, between PEOPLE S REPUBLIC OF CHI NA (the
Borrower) and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank).

WHEREAS (A) the Borrower, having satisfied itself as to the feasibility and
priority of the project described in Schedule 2 to this Agreenent (the Project), has
requested the Bank to assist in the financing of the Project;

(B) the Project will be carried out by the Municipality of Shijiazhuang
(Shijiazhuang) with the Borrower’s assistance and, as part of such assistance, the
Borrower will nake the proceeds of the loan provided for in Article Il of this
Agreement (the Loan) available to Shijiazhuang through Hebei Province, as set forth in
this Agreenent; and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the ternms and conditions set forth in this
Agreement and in the agreement of even date herewith between the Bank and Shijiazhuang
(the Project Agreenent);

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
General Conditions; Definitions

Section 1.01. The "CGeneral Conditions Applicable to Loan and Guarantee



Section 1.01. The "Ceneral Conditions Applicable to Loan and Cuarantee

Agreenents for Single Currency Loans" of the Bank, dated May 30, 1995 (as anended
t hrough Cctober 6, 1999) (the Ceneral Conditions) constitute an integral part of this
Agr eenent .

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

(a) "Affected Persons" neans persons who, on account of the execution of the
Project, had or would have their: (i) standard of living adversely affected; or (ii)
right, title, or interest in any house, |and (including prem ses, agricultural and
grazing land) or any other fixed or novable asset acquired or possessed, tenporarily
or permanently; or (iii) business, occupation, work or place of residence or habitat
adversely affected; and "Affected Person" neans any of the Affected Persons.

(b) "Category" neans a category of itens as set forth in the table in
paragraph 1 of Schedule 1 to this Agreenent.

(c) "Environmental Managenent Pl an" and "EMP' nean the environnental
managenent plan for the Project dated Novenber 2000, as the sane may be revised from
tine to tine with the prior concurrence of the Bank.

(d) "Hebei " means the Borrower’s Province of Hebei, and any successor
t hereto.
(e) “Muni ci pal Project Leading G oup" neans the inter-agency group

establ i shed and mai ntai ned by Shijiazhuang in accordance with the provisions of
paragraph A (1) of Schedule 2 to the Project Agreenent.

(f) "Project Agreenent" neans the agreenment between the Bank and Shijiazhuang
of even date herewith, as the sanme may be anended fromtine to tinme, and such term
i ncludes all schedul es and agreenents supplenmental to the Project Agreenent.

(g "Provincial Project Leading G oup" nmeans the inter-agency group
establ i shed and mai ntai ned by Hebei to provide overall guidance in the inplenentation
of the Project and coordinati on anong the national, provincial and mnunicipa
authorities in respect of the Project, and referred to in paragraph A (2) of Schedul e
2 to the Project Agreenent.

(h) "Resettl enent Action Plan" and "RAP" nean the Resettlenent Action Plan
for the Project, dated January 2001, as the sanme nmay be revised fromtinme to tine with
the prior concurrence of the Bank.

(i) " Shijiazhuang" nmeans the Municipality of Shijiazhuang, capital of Hebe
Provi nce, and any successor thereto.

(j) "Shi jiazhuang Public Transport Conpany" means the conpany established in
August 1956 and whol | y-owned by Shijiazhuang, and currently charged with both
regul atory and operational responsibilities over public transport services in the
city.

(k) "Speci al Account" neans the account referred to in Section 2.02 (b) of
this Agreenent.

Section 1.03. Each reference in the General Conditions to the Project
i mpl enentation entity shall be deened as a reference to Shijiazhuang

ARTI CLE |
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Loan Agreenment, an anount equal to one



Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Loan Agreenment, an anount equal to one
hundred million Dollars ($100, 000, 000).

Section 2.02. (a) The anpunt of the Loan nay be wi thdrawn fromthe Loan Account
in accordance with the provisions of Schedule 1 to this Agreenment for expenditures
made (or, if the Bank shall so agree, to be nmade) in respect of the reasonabl e cost of
goods and services required for the Project and to be financed out of the proceeds of
the Loan and in respect of the fee referred to in Section 2.04 of this Agreenent.

(b) The Borrower may, for the purposes of the Project open and maintain in
Dol ars a special deposit account in a comercial bank on terns and conditions
satisfactory to the Bank, including appropriate protection agai nst set-off, seizure
and attachment. Deposits into, and paynments out of, the Special Account shall be nade
in accordance with the provisions of Schedule 4 to this Agreenent.

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

Section 2.04. The Borrower shall pay to the Bank a fee in an anpunt equal to one
percent (1% of the anpbunt of the Loan. On or pronptly after the Effective Date, the
Bank shall, on behalf of the Borrower, w thdraw fromthe Loan Account and pay to
itself the amount of said fee.

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

Section 2.06. (a) The Borrower shall pay interest on the principal amunt of the
Loan withdrawn and outstanding fromtine 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" neans the initial period fromand including the
date of this Agreenent to, but excluding, the first Interest

Payment Date occurring thereafter, and after the initial period,

each period fromand including an Interest Paynment Date to, but

excl udi ng the next follow ng Interest Paynent Date.

(ii) "I nterest Paynent Date" means any date specified in Section 2.07
of this Agreenent.

(iii) "LIBOR Base Rate" neans, for each Interest Period, the London
i nterbank offered rate for six-nonth deposits in Dollars for val ue
the first day of such Interest Period (or, in the case of the
initial Interest Period, for value the Interest Paynent Date
occurring on or next preceding the first day of such Interest
Period), as reasonably deternined by the Bank and expressed as a
per cent age per annum

(iv) "LI BOR 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 borrowi ngs or portions thereof allocated by the Bank
to fund single currency |oans or portions thereof nmade by it that
i nclude 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 determination thereof.

(d) Whenever, in light of changes in market practice affecting the
determ nation of the interest rates referred to in this Section 2.06, the Bank



(d) Whenever, in light of changes in market 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 |ess than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall becone 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 May 15 and Novenber 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.

ARTI CLE |1
Execution of the Project

Section 3.01.(a) The Borrower declares its conmtnent to the objectives of the
Project, and, to this end, without any limtation or restriction upon any of its other
obl i gations under the Loan Agreenent, shall cause Shijiazhuang to performin
accordance with the provisions of the Project Agreement all the obligations of
Shijiazhuang therein set forth, shall take or cause to be taken all action, including
the provision of funds, facilities, services and other resources, necessary or
appropriate to enable Shijiazhuang to perform such obligations, and shall not take or
pernmit to be taken any action which would prevent or interfere with such perfornance.

(b) For the purposes of carrying out the Project, the Borrower shall make the
proceeds of the Loan available to Shijiazhuang, through Hebei Province, under terns
and conditions which shall have been approved by the Bank which shall include the
fol |l owi ng:

(i) the principal anpbunt so namde available to Shijiazhuang shall be

the equivalent in terns of Dollars (deternmined as of the date, or
respective dates of withdrawal fromthe Loan Account or paynent
out of the Special Account, as the case may be) of the val ue of
the currency or currencies so withdrawn or paid out on account of
the cost of itens required for the Project and to be financed out
of the proceeds of the Loan, and shall be recovered by the
Borrower in Dollars (the Loan Amount);

(ii) the Borrower shall recover the Loan Anpbunt from Shijiazhuang in
sem -annual installments over a period of 20 years, inclusive of a
grace period of 5 years;

(iii) the Borrower shall charge interest on the Loan Amount w t hdrawn
and outstanding fromtine to tine, at a rate which shall not
exceed the rate payable by the Borrower fromtine to tinme pursuant
to Section 2.06 of this Agreenent; and

(iv) the Borrower shall charge: (A) a commitnent fee on the principa
amount of the Loan so nmade avail able and not withdrawn fromtine
totime at a rate which shall not exceed three-fourths of one
percent (3/4 of 1% per annum and (B) an additional fee in an
amount equal to the ampbunt payabl e by the Borrower pursuant to
Section 2.04 of this Agreenent.

Section 3.02. 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 1 to the
Proj ect Agreenent.

Section 3.04. The Bank and the Borrower hereby agree that 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) shall be carried out by



(relating to insurance, use of goods and services, plans and schedul es, records and
reports, maintenance and | and acquisition, respectively) shall be carried out by
Shi jiazhuang pursuant to Section 2.03 of the Project Agreenent.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) For all expenditures with respect to which withdrawals from
the Loan Account were nmade on the basis of statenents of expenditure, the Borrower
shal | :

(i) mai ntain or cause to be maintained, in accordance with sound
accounting practices, records and separate accounts reflecting
such expendi t ures;

(ii) ensure that all records (contracts, orders, invoices, bills,
recei pts and ot her documents) evidencing such expenditures are
retained 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 nade; and

(iii) enable the Bank’'s representatives to exam ne such records
(b) The Borrower shall:

(i) have the records and accounts referred to in paragraph (a)(i) of
this Section and those for the Special Account for each fiscal
year audited, in accordance with appropriate auditing standards
coniistently appl i ed, by independent auditors acceptable to the
Ban

(ii) furnish to the Bank as soon as available, but in any case not
|ater than six nonths after the end of each such year, the report
of such audit by said auditors, of such scope and in such detai
as the Bank shall have reasonably requested, including a separate
opinion by said auditors as to whether the statenents of
expenditure submtted during such fiscal year, together with the
procedures and internal controls involved in their preparation
can be relied upon to support the related w thdrawals; and

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

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) Shi jiazhuang shall have failed to performany of its obligations under
the Project Agreenent;

(b) As a result of events which have occurred after the date of the Loan
Agreement, an extraordinary situation shall have arisen which shall nake it inprobable
that Shijiazhuang will be able to performits obligations under the Project Agreenent.

Section 5.02. Pursuant to Section 7.01(k) of the General Conditions, the
followi ng additional event is specified, nanely, that the event specified in paragraph
(a) of Section 5.01 of this Agreenment shall occur and shall continue for a period of
60 days after notice thereof shall have been given by the Bank to the Borrower.

ARTI CLE VI

Ef fective Date; Term nation



Section 6.01. The following is specified as an additional matter, within the
meani ng of Section 12.02(c) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Bank, nanely, that the Project Agreement has been
duly authorized or ratified by Shijiazhuang, and is |egally binding upon Shijiazhuang
in accordance with its termns.

Section 6.02. The date ninety (90) days after the date of this Agreenent 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 M nister of Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the Ceneral
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Borrower:

M nistry of Finance

Sanl i he

Bei ji ng 100820

Peopl e’ s Republic of China

Cabl e address: Tel ex: Facsim | e:

FI NANM N 22486 MFPRC CN (86-10) 68 55 11
25

For the Bank:

I nternational Bank for
Reconstructi on and Devel opnent

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 (1-202) 477-6391
Washi ngton, D.C. 64145 (M)

IN WTNESS WHERECOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanes in
Bei jing, People s Republic of China as of the day and year first above witten.

PEOPLE' S REPUBLI C OF CHI NA

By /s/ Ms. Zou Jiayi
Aut hori zed Representative

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

By /s/ Yukon Huang



Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the Proceeds of the Loan

1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the Loan, the allocation of the amounts of the Loan to each Category and
t he percent age of expenditures for itens so to be financed in each Category:

Cat egory Anount of the % of
Loan All ocated Expendi tures
(Expressed in to be Fi nanced
Dol | ar s)
(1) Wor ks 76, 600, 000 49%
(2) CGoods 11, 200, 000 100% of foreign

expendi tures,

100% of | oca

expendi tures

(ex-factory cost)

and 75% of | ocal
expendi tures

for
other itens procured
local l'y
(3) Consul tants’ services 2,200, 000 100%
and training
(4) Fee 1, 000, 000 Anount due under
Section 2.04 of this
Agr eenent
(5) Unal | ocat ed 9, 000, 000
TOTAL 100, 000, 000
2. For the purposes of this Schedul e:
(a) the term"forei gn expendi tures" nmeans 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; provided, however, that
expenditures in the currency of the Hong Kong Special Administrative Region of the
Borrower for goods or services supplied fromsaid region, and expenditures in the
currency of the Macau Special Adm nistrative Region of the Borrower for goods or
services supplied fromsaid region shall be deened to be "foreign expenditures"; and

(b) the term "l ocal expenditures" nmeans any expenditures that are not foreign
expendi tures.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be

made in respect of payments made for expenditures prior to the date of this Agreenent,
except that withdrawal s, in an aggregate anobunt not exceedi ng $6, 000, 000, nay be nade
on account of paynents made for expendi tures before that date but after June 30, 2000

4. The Bank nay require withdrawals fromthe Loan Account to be nade on the basis

of statements of expenditure for expenditures for: (a) goods under contracts costing

| ess than $200, 000 equi val ent each; (b) works under contracts costing |ess than

$2, 000, 000 equi val ent each; (c) consultants’ services under contracts awarded to firns
costing |l ess than $100, 000 equi val ent each; (d) consultants’ services under contracts
awarded to individuals costing |ess than $50,000 equival ent each; and (e) training



costing |l ess than $100, 000 equi val ent each; (d) consultants’ services under contracts
awarded to individuals costing |ess than $50, 000 equival ent each; and (e) training
al |l under such terns and conditions as the Bank shall specify by notice to the
Bor r owner .

SCHEDULE 2
Description of the Project

The objective of the Project is to assist the Municipality of Shijiazhuang of
the Borrower to develop an efficient and environnentally sustainabl e urban transport
systemthrough the: (i) devel opnent of a nore conplete and efficient road network;
(ii) inprovenment in the efficiency and safety of the road systemfor all nodes of
transport; (iii) devel opnent of stronger and nore effective public transport services
(iv) inprovenment of road nmintenance activities; (v) pronotion of environnental
protection and inprovenment activities; and (vi) strengthening of institutiona
capacity and integration within the urban transport sector.

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

Part A Devel opnent of Road Infrastructure

Carrying out of a program of road infrastructure devel opnent within
Shi j i azhuang, consisting of:

1. Construction of new road segnents, and upgrading and wi deni ng of existing roads,
over approxinmately 9 street sections and 25 kiloneters (kn), including provision for
bi cycl e-only | anes and pedestrian si de-wal ks;

2. Construction of approximately 5 km of new railway overpasses and under passes,
i ncl udi ng passageway for bicycles;

3. Construction of approximately 3 km of bridges and interchanges; and

4. Installation of road markings, street lighting, surface drainage, noise barriers
and greening works in connection with the road construction and i nprovenent.

Part B: Traffic Managerment and Safety

Carrying out of the follow ng prograns to enhance traffic nmanagenent and i nprove
safety

1. I nprovenment of the bicycle road systemthrough the construction of approximately
2 km of new bicycle-only roads, in addition to the segregated bicycl e passageways
provi ded under Part A above;

2. | nprovenent of the pedestrian wal kway systemthrough the construction of
pedestrian overpasses in addition to the sidewal ks provi ded under Part A above, and
the renoval of other obstacles to pedestrian traffic on the sidewal ks

3. (a) Installation of traffic signals, road nmarkings, and signs, area traffic
control system and junction channelizations; (b) inprovenent of the vehicle parking
system (c) undertaking of a study of road safety and acci dent bl ackspot anal ysis and
establishnent of a traffic accident data managenent system (d) strengthening of road
user education and enforcement of road safety regulations; and (e) strengthening of
institutional capacity for traffic management planni ng, design and operations.

Part C Publ i ¢ Transport

Carrying out of a programto inprove the provision of public transport services,
consi sting of:

1. (a) Construction 5 new bus termi nals, including passenger shelters and



1. (a) Construction 5 new bus termi nals, including passenger shelters and
admnistrative facilities, and inprovenent of the existing bus termnal at the railway
station; (b) inmprovenent of bus stops, including shelters, signs and markings; and (c)
construction of two bus depots on the second ring road and rel ated parking facilities,
and provision of equipnment for bus repairs and maintenance.

2. Undertaking of a bus priority devel opnent study, and inplenentation of a pil ot
bus priority | ane.

Part D: Road Mai nt enance

Carrying out of a programto inprove road mai ntenance, consisting of:

1. | npl emrent ati on of a program of maintenance of the nost heavily damaged city
roads; and
2. | mprovenent of the road mai ntenance nanagenment systemthrough the provision of

equi pnent and the installation of a pavenent managenment system
Part E: Resett| enent and Environnental Protection

1. Carrying out of a resettlenment program designed to maintain or inprove the
living standards and productive levels of all Affected Persons.

2. Carrying out of an environnental management plan for the Project to ensure that
the Project is inplemented in an environnentally sound nanner.

3. I mpl ement ation of a vehicle em ssion control program
Part F: Institutional Strengthening

Carrying out of a programto strengthen the capabilities of the institutions and
agenci es responsi ble for urban transport planning and managenent, including: (a) the
provi sion of training and equi prment; (b) the undertaking of studies in urban road
net wor k pl anni ng, parking planning, road safety, road mai ntenance pl anning and
institutional strengthening, and em ssion control strategy; and (c) the devel opment of
bus franchi sing regul ati ons.

The Project is expected to be conpleted by June 30, 2006

SCHEDULE 3
Anortization Schedul e

Paynent of Principa

Dat e Payment Due (Expressed in Dollars)*
Novenber 15, 2006 1, 950, 000
May 15, 2007 2,015, 000
Novenber 15, 2007 2, 085, 000
May 15, 2008 2,160, 000
Novenber 15, 2008 2, 235, 000
May 15, 2009 2, 310, 000
Novenmber 15, 2009 2, 390, 000
May 15, 2010 2,475, 000
Novenber 15, 2010 2, 560, 000
May 15, 2011 2, 645, 000
Novenber 15, 2011 2,740, 000
May 15, 2012 2, 835, 000
Novenber 15, 2012 2,930, 000
May 15, 2013 3, 035, 000
Novenber 15, 2013 3, 140, 000

May 15, 2014 3, 250, 000



Novenber 15, 2014 3, 360, 000

May 15, 2015 3,475,000
Novenber 15, 2015 3, 595, 000
May 15, 2016 3, 720, 000
Novenber 15, 2016 3, 850, 000
May 15, 2017 3, 985, 000
Novenber 15, 2017 4,120, 000
May 15, 2018 4, 265, 000
Novenber 15, 2018 4,415, 000
May 15, 2019 4, 565, 000
Novenber 15, 2019 4,725, 000
May 15, 2020 4, 885, 000
Novenber 15, 2020 5, 055, 000
May 15, 2021 5, 230, 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
Speci al Account
1. For the purposes of this Schedul e:

(a) the term"eligible Categories" neans Categories (1), (2) and (3) set
forth in the table in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods and services required for the Project and to be financed out
of the proceeds of the Loan allocated fromtine to time to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreenent; and

(c) the term"Authorized Allocation" neans an anmount equival ent to $6, 000, 000
to be wthdrawmn fromthe Loan Account and deposited into the Special Account pursuant
to paragraph 3 (a) of this Schedul e, provided, however, that unless the Bank shal
ot herwi se agree, the Authorized Allocation shall be Iimted to an anpbunt equivalent to
$4, 000, 000 until the aggregate anpbunt of withdrawals fromthe Loan Account plus the
total amount of all outstanding special conmitnents entered into by the Bank pursuant
to Section 5.02 of the CGeneral Conditions shall be equal to or exceed the equival ent
of $30, 000, 000

2. Paynents out of the Special Account shall be nmade exclusively for eligible
expenditures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence satisfactory to it that the Special Account
has been duly opened, w thdrawals of the Authorized Allocation and subsequent
wi thdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Bank a request or requests for deposit into the Special Account of an amount or
amounts whi ch do not exceed the aggregate anount of the Authorized Allocation. On the
basi s of such request or requests, the Bank shall, on behalf of the Borrower, wi thdraw
fromthe Loan Account and deposit into the Special Account such anpbunt or amounts as
the Borrower shall have requested

(b) (i) For repl eni shnent of the Special Account, the Borrower shall
furnish to the Bank requests for deposits into the Special Account
at such intervals as the Bank shall specify.

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Bank the docunents and ot her evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the



paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the
Borrower, wi thdraw fromthe Loan Account and deposit into the
Speci al Account such anmount as the Borrower shall have requested
and as shall have been shown by said docunents and ot her evidence

to have been paid out of the Special Account for eligible

expenditures. Al such deposits shall be wi thdrawn by the Bank

fromthe Loan Account under the respective eligible Categories

and in the respective equival ent anpbunts, as shall have been

justified by said docunents and ot her evidence

4. For each paynment made by the Borrower out of the Special Account, the Borrower
shal |, at such time as the Bank shall reasonably request, furnish to the Bank such
docunents and ot her evidence show ng that such paynment was nade excl usively for

el i gi bl e expendi tures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the Bank shal
not be required to make further deposits into the Special Account:

(a) if, at any tine, the Bank shall have determined that all further
wi t hdrawal s shoul d be made by the Borrower directly fromthe Loan Account in
accordance with the provisions of Article V of the General Conditions and paragraph
(a) of Section 2.02 of this Agreenent;

(b) 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 Agreement, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Borrower of its
intention to suspend in whole or in part the right of the Borrower to nmake wi thdrawal s
fromthe Loan Account pursuant to the provisions of Section 6.02 of the Genera
Condi tions; or

(d) once the total unw thdrawn amount of the Loan allocated to the eligible
Categories, mnus the total amount of all outstanding special conmtments entered into
by the Bank pursuant to Section 5.02 of the General Conditions, shall equal the
equi val ent of twice the anmount of the Authorized Allocation.

Thereafter, withdrawal fromthe Loan Account of the renaining unw thdrawn anmount of
the Loan allocated to the eligible Categories 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 anmounts
remai ning on deposit in the Special Account as of the date of such notice will be
utilized in making paynents for eligible expenditures.

6. (a) If the Bank shall have determined at any time that any payment out of the
Speci al Account: (i) was nmade for an expenditure or in an anopunt not eligible pursuant
to paragraph 2 of this Schedule; or (ii) was not justified by the evidence furnished
to the Bank, the Borrower shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an ampbunt equal to the anount

of such paynent or the portion thereof not so eligible or justified. Unless the Bank
shal | otherwi se agree, no further deposit by the Bank into the Special Account shal

be nade until the Borrower has provided such evidence or nade such deposit or refund
as the case nay be.

(b) If the Bank shall have determined at any time that any anmount outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expenditures, the Borrower shall, pronptly upon notice fromthe Bank, refund to the

Bank such outstandi ng anount.

(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) Refunds to the Bank nade pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the Loan Account for subsequent w thdrawal or for
cancel lation in accordance with the relevant provisions of this Agreenment, including



this Schedul e shall be credited to the Loan Account for subsequent w thdrawal or for
cancel lation in accordance with the relevant provisions of this Agreenent, including

the CGeneral Conditions.



