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CREDI T NUMBER 3420 KG

Devel opnent Credit Agreenent

(Consolidation Structural Adjustnment Credit)

bet ween

KYRGYZ REPUBLI C

and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

Dat ed Septenber 20, 2000

CREDI T NUMBER 3420 KG
DEVELOPMVENT CREDI T AGREEMENT

AGREEMENT, dated Septenber 20, 2000, between KYRGYZ REPUBLIC (the
Borrower) and | NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON (the Associ ation).

WHEREAS (A) the Association has received fromthe Borrower a letter
dat ed May 20, 2000,
descri bing a program of actions, objectives and policies designed to
achi eve structural adjustnent of the Borrower’s econony (hereinafter
called the Program, declaring the Borrower's comitnent to the execution
of the Program and requesting assistance fromthe Association in support
of the Program during the execution thereof; and

(B) on the basis, inter alia, of the foregoing, the Association
has decided in support of the Programto provide such assistance to the
Borrower by making the Credit in three tranches as hereinafter provided;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |



Ceneral Conditions; Definitions

Section 1.01. The “CGeneral Conditions Applicable to Devel opnent
Credit Agreenents” of the Association, dated January 1, 1985, (as anended
t hrough Cctober 6, 1999) with the nodifications thereof set forth bel ow
(the Ceneral Conditions) constitute an integral part of this Agreenent:

(a) Section 2.01, paragraph 12, is nodified to read:

“‘Project’ means the program referred to in the Preanble to
the Devel opnent Credit Agreement, in support of which the Credit is
made. ”;

(b) Section 4.01 is nodified to read:

“Except as the Borrower and the Association shall otherw se
agree, w thdrawals from the Credit Account shall be made in the
currency of the deposit account specified in Section 2.02 of the
Devel opnent Credit Agreement.”;

(c) Section 5.01 is nodified to read:

“The Borrower shall be entitled to withdraw the proceeds of
the Credit fromthe Credit Account in accordance with the
provi sions of the Devel opnment Credit Agreenment and of t hese
CGeneral Conditions”;

(d) The | ast sentence of Section 5.03 is deleted,;
(e) Section 9.06 (c) is nodified to read:

“(c) Not later than six nonths after the C osing Date or
such later date as may be agreed for this purpose between the Borrower
and the Association, the Borrower shall prepare and furnish to the
Association a report, of such scope and in such detail as the Association

shal | reasonably request, on the execution of the programreferred
toin the Preanble to the Devel opnment Credit Agreenent, the performance
by the Borrower and the Association of their respective obligations
under the Devel opnent Credit Agreenent and the acconplishment of the
purposes of the Credit.”; and

(f) Section 9.04 is deleted and Sections 9.05, 9.06 (as nodified
above), 9.07 and 9.08 are renunbered, respectively, Sections 9.04, 9.05,
9.06 and 9. 07.

Section 1.02. Unless the context otherw se requires, the several
terns defined in the General Conditions and in the Preanble to this
Agreement have the respective meanings therein set forth and the
followi ng additional terns have the foll ow ng neanings:

(a) “Deposit Account” neans the account referred to in Section
2.02 (b) of this Agreement;

(b) “FEZ" neans Free Economic Zone as defined by FEZ Law,

(c) “FEZ Bi shkek Regul ations” neans Regul ati ons On Free Econonic
Zone “Bi shkek” approved by the Resolution of the Governnent of the Kyrgyz
Republic No. 474 of Novenber 11, 1995 (as anmended);



(d) “FEZ entity” neans any legal entity or a person registered
for the purposes of economic activity in FEZ under applicable provisions
of FEZ Law and FEZ Bi shkek Regul ati ons;

(e) “FEZ Law’ neans the Law of the Kyrgyz Republic No. 1076- Xl
of Decenmber 16, 1992, On Free Econonic Zones in Kyrgyz Republic (as
anended) ;

(f) “Kyrgyzgas” neans the Joint Stock Conpany Kyrgyzgas
establ i shed according to the Decree of the President of Kyrgyz Republic
No. 29 of February 6, 1999, or any successor thereto;

(9) “Law on Natural and Authorized Mnopolies” neans the Law of
Kyrgyz Republic No. 106 of Cctober 8, 1999, On Natural and Authorized
Monopol i es in Kyrgyz Republic (as anended);

(h) “NCA’ neans National Communications Agency of the Borrower
or any successor thereto;

(i) “SEA’ neans State Agency on Energy of the Governnent of the
Borrower or any successor thereto; and

(j) “Son neans the currency of the Borrower.
ARTI CLE 11
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on
the terms and conditions set forth or referred to in the Devel opnent
Credit Agreenent, an anount in various currencies equivalent to twenty
six mllion and one hundred thousand Special Drawi ng Rights (SDR
26, 100, 000) .

Section 2.02. (a) Subject to the provisions of paragraphs (b), (c)
and (d) of this Section, the Borrower shall be entitled to withdraw the
proceeds of the Credit fromthe Credit Account in support of the Program

(b) The Borrower shall open, prior to furnishing to the
Association the first request for withdrawal fromthe Credit Account, and
thereafter maintain in its central bank, a deposit account in Dollars on
terms and conditions satisfactory to the Association. Al wi thdrawals
fromthe Credit Account shall be deposited by the Association into the
Deposit Account.

(c) The Borrower undertakes that the proceeds of the Credit
shal | not be used to finance expenditures excluded pursuant to the
provi sions of Schedule 1 to this Agreement. If the Association shall have
determined at any tine that any proceeds of the Credit shall have been
used to make a paynent for an expenditure so excluded, the Borrower
shall, promptly upon notice fromthe Association, (i) deposit into the
Deposit Account an anount equal to the amount of said paynent, or (ii) if
the Association shall so request, refund such anpbunt to the Association.
Amount s refunded to the Associ ation upon such request shall be credited
to the Credit Account for cancellation.

(d) No wi thdrawal s shall be nade fromthe Credit Account:

(i) after the aggregate of the proceeds of the Credit
withdrawn fromthe Credit Account shall have reached the



equi val ent of SDR 7,500, 000, unless the
Associ ation shall be satisfied, after an exchange of views as

described in Section 3.01 of this Agreenent based on
evi dence satisfactory to the Associ ati on:

(A with the progress achieved by the Borrower in
the carrying out of the Pr ogram

(B) that the macroecononic policy franmework of the
Borrower is satisfactory, as neasured on the

basis of indicators agreed between the
Borrower and the Associ ation; and

(O that the actions described in Section | of
Schedul e 2 to this Agreenent have been taken;

(ii) after the aggregate of the proceeds of the Credit
withdrawn fromthe Credit Account shall have reached the
equi val ent of SDR 13, 500, 000, unl ess the

Associ ation shall be satisfied, after an exchange of views as

described in Section 3.01 of this Agreenent based on
evi dence satisfactory to the Associ ati on:

(A with the progress achieved by the Borrower in
the carrying out of the Pr ogram

(B) that the macroecononic policy franework of the
Borrower is sati sfactory, as neasured on the

basis of indicators agreed between the
Borrower and the Association; and

(O that the actions described in Section Il of
Schedule 2 to this Agreement have been taken.

If, after said exchange of views, the Association is not so satisfied,
the Association may give notice to the Borrower to that effect and, if
within 90 days after such notice, the Borrower shall not have taken steps
satisfactory to the Association, in respect of (i), (ii) and (iii) above,
then the Association may, by notice to the Borrower, cancel the
unwi t hdrawn anount of the Credit or any part thereof.

Section 2.03. The Cosing Date shall be March 31, 2002, or such
| ater date as the Association shall establish. The Association shall
pronptly notify the Borrower of such later date.

Section 2.04. (a) The Borrower shall pay to the Association a
conm tment charge on the principal amount of the Credit not w thdrawn
fromtime to tine at a rate to be set by the Association as of June 30 of
each year, but not to exceed the rate of one-half of one percent (1/2 of
1% per annum

(b) The conmitnent charge shall accrue: (i) fromthe date sixty
days after the date of this Agreenent (the accrual date) to the
respective dates on which amounts shall be withdrawn by the Borrower from
the Credit Account or cancelled; and (ii) at the rate set as of the June
30 imedi ately preceding the accrual date and at such other rates as nay
be set fromtine to tine thereafter pursuant to paragraph (a) above. The
rate set as of June 30 in each year shall be applied fromthe next date
in that year specified in Section 2.06 of this Agreenent.

(c) The conmitnent charge shall be paid: (i) at such places as



the Association shall reasonably request; (ii) wi thout restrictions of
any kind inposed by, or in the territory of, the Borrower; and (iii) in
the currency specified in this Agreenent for the purposes of Section 4.02
of the General Conditions or in such other eligible currency or
currencies as may fromtine to tine be designated or selected pursuant to
the provisions of that Section

Section 2.05. The Borrower shall pay to the Association a service
charge at the rate of three-fourths of one percent (3/4 of 1% per annum
on the principal anmount of the Credit withdrawn and outstanding fromtinme
to tine.

Section 2.06. Conmitnent charges and service charges shall be
payabl e sem annually on April 15 and Cctober 15 in each year

Section 2.07. (a) Subj ect to paragraphs (b), (c) and (d) bel ow,
the Borrower shall repay the principal anpbunt of the Credit in sem annua
instal | nents payabl e on each April 15 and Cctober 15 commenci ng Cctober
15, 2010 and ending April 15, 2040. Each installnment to and including the
instal | nent payable on April 15, 2020, shall be one percent (1% of such
princi pal anmount, and each installment thereafter shall be two percent
(2% of such principal anmount.

(b) Whenever: (i) the Borrower’'s per capita gross nationa
product (GNP), as determined by the Association, shall have exceeded for
three consecutive years the | evel established annually by the Association
for determining eligibility to access the Association’s resources; and
(ii) the Bank shall consider the Borrower creditworthy for Bank |ending,
the Associ ation may, subsequent to the review and approval thereof by the
Executive Directors of the Association and after due consideration by the
Associ ation of the devel opnent of the Borrower’s econony, nodify the
repayment of installnments under paragraph (a) above by:

(A requiring the Borrower to repay tw ce the
anmount of each such instal | nent not yet
due until the principal amount of the Credit shal

have been repaid; and

(B) requiring the Borrower to conmence repaynent of
the principal anmount of the Credit as of the first
sem annual paynment date referred to in

paragraph (a) above falling six nonths or nore after the date on
whi ch the Association notifies the Borrower that the
events set out in this paragraph (b) have
occurred, provided, however, that there shall be a

grace period of a mininmmof five years on such repayment of
princi pal .

(c) If so requested by the Borrower, the Association may revise
the nodification referred to in paragraph (b) above to include, in lieu
of sone or all of the increase in the amounts of such installments, the
paynent of interest at an annual rate agreed with the Association on the
princi pal anmount of the Credit w thdrawn and outstanding fromtime to
tine, provided that, in the judgnent of the Association, such revision
shal | not change the grant el ement obtained under the above-nentioned
repayment nodification

(d) If, at any tinme after a nodification of terns pursuant to
paragraph (b) above, the Association deternines that the Borrower’s
econonmi ¢ condition has deteriorated significantly, the Association nay,
if so requested by the Borrower, further nodify the terns of repaynment to
conformto the schedul e of installnents as provided in paragraph (a)
above.

Section 2.08. The currency of the United States of Anerica is
hereby specified for the purposes of Section 4.02 of the Genera



Condi ti ons.
ARTI CLE 11
Particul ar Covenants

Section 3.01. (a) The Borrower and the Association shall fromtine
to time, at the request of either party, exchange views on the progress
achieved in carrying out the Program and the actions specified in
Schedule 2 to this Agreenent.

(b) Prior to each such exchange of views, the Borrower shall
furnish to the Association for its review and conment a report on the
progress achieved in carrying out the Program in such detail as the
Associ ation shall reasonably request.

(c) Wthout limtation upon the provisions of paragraph (a) of
this Section, the Borrower shall exchange views with the Association on
any proposed action to be taken after the disbursement of the Credit
whi ch woul d have the effect of materially reversing the objectives of the
Program or any action taken under the Program including any action
specified in Schedule 2 to this Agreenent.

Section 3.02. Upon the Association’s request, the Borrower shall:

(a) have the Deposit Account audited in accordance with
appropriate auditing principles consistently applied, by independent
audi tors acceptable to the Association

(b) furnish to the Association as soon as available, but in any
case not later than four nonths after the date of the Association's
request for such audit, a certified copy of the report of such audit by
said auditors, of such scope and in such detail as the Association shal
have reasonably requested; and

(c) furnish to the Association such other information concerning
the Deposit Account and the audit thereof as the Association shall have
reasonably requested.

ARTI CLE |V
Addi ti onal Event of Suspension

Section 4.01. Pursuant to Section 6.02 (I) of the Genera
Condi tions, the follow ng additional event is specified, nanely, that a
situation has arisen which shall neke it inprobable that the Program or
a significant part thereof, will be carried out.

ARTI CLE V
Termi nation

Section 5.01. The date ninety (90) days after the date of this
Agreement is hereby specified for the purposes of Section 12.04 of the
General Conditions.

ARTI CLE VI



Representative of the Borrower; Addresses

Section 6.01. The M nister of Finance of the Borrower is designated
as the representative of the Borrower for the purposes of Section 11.03
of the General Conditions.

Section 6.02. The foll owi ng addresses are specified for the
pur poses of Section 11.01 of the General Conditions:

For the Borrower:

M nistry of Finance
Er ki ndi k Boul evard, 58
Bi shkek 720874

Kyrgyz Republic

Tel ex:
Facsim |l e:

245156 NUR KH
(996- 312) 66- 16- 45

For the Associ ation:

I nternational Devel opnment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of America

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

IN WTNESS WHERECOF, the parties hereto, acting through their duly
aut hori zed representatives, have caused this Agreenent to be signed in
their respective names in the District of Colunbia, United States of
Anerica, as of the day and year first above witten.

KYRGYZ REPUBLI C

By /s/ Baktybek Abdrissaev
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Kiyoshi Kodera
Acting Regional Vice President
Europe and Central Asia

SCHEDULE 1



Excl uded Expenditures

For purposes of Section 2.02 (c) of this Agreenent, the proceeds of
the Credit shall not be used to finance any of the follow ng
expendi tures:

1. expenditures in the currency of the Borrower or for goods or
services supplied fromthe territory of the Borrower;

2. expendi tures for goods or services supplied under a contract which
any national or international financing institution or agency other than
the Bank or the Association shall have financed or agreed to finance, or
whi ch the Bank or the Association shall have financed or agreed to
finance under another credit or a |oan

3. expenditures for goods included in the follow ng groups or
subgroups of the Standard International Trade C assification, Revision 3
(SITC, Rev.3), published by the United Nations in Statistical Papers
Series M No. 34/Rev.3 (1986) (the SITC), or any successor groups or
subgroups under future revisions to the SITC, as designated by the
Associ ation by notice to the Borrower:

Group Subgr oup Description of Itens

112 - Al cohol i ¢ beverages

121 - Tobacco, unmanufactured, tobacco

refuse

122 - Tobacco, manufactured (whether or
not cont ai ni ng tobacco substitutes)

525 - Radi oacti ve and associ at ed
material s

667 - Pearl s, precious and sem precious

stones, unworked or worked

718 718.7 Nucl ear reactors, and parts
t hereof; fue
el ements (cartridges),
non-irradi ated, for
nucl ear reactors

728 728. 43 Tobacco processing nachinery
897 897.3 Jewel ry of gold, silver or
pl ati num

group netal s (except watches and
wat ch

cases) and goldsmiths' or
silversmths’

wares (including set gens)

971 - CGol d, non-nonetary (excl uding
gold
ores and concentrates)
4, expenditures for goods intended for a nmilitary or paramlitary

purpose or for |uxury consunption

5. expendi tures for environnentally hazardous goods (for purposes of



this paragraph the term“environnental | y hazardous goods” means goods,
the manufacture, use or inport of which is prohibited under the |aws of
the Borrower or international agreements to which the Borrower is a

party);

6. expenditures (a) in the territories of any country which is not a
nmenber of the Bank or for goods procured in, or services supplied from
such territories, or (b) on account of any payment to persons or

entities, or any inport of goods, if such paynent or inport is prohibited
by a decision of the United Nations Security Council taken under Chapter
VIl of the Charter of the United Nations; and

7. expendi tures under a contract in respect of which the Association
determ nes that corrupt or fraudul ent practices were engaged in by
representati ves of the Borrower or of a beneficiary of the Credit during
the procurenent or execution of such contract, wi thout the Borrower
having taken tinely and appropriate action satisfactory to the
Association to remedy the situation.

SCHEDULE 2
Section |I: Actions Referred to in Section 2.02 (d) (i) of this
Agr eenent
1. In the course of restructuring of its power sector, the Borrower

has made a decision, satisfactory to the Association, on the nunber and
configuration of new power distribution conpanies, and has sel ected the
first power distribution conmpany for privatization or |ong-term
concession on the basis of recomendati ons of a financial adviser
acceptable to the Association.

2. The Borrower has achi eved satisfactory progress in the
i mpl ementati on of energy tariff increases consistent with medi umterm
tariff policy agreed with the Associ ati on.

Section Il: Actions Referred to in Section 2.02 (d) (ii) of this
Agr eenment
1. The Borrower has anended FEZ Law and FEZ Bi shkek Regul ations to

ensure that with respect to FEZ entities registered after introduction of
these amendnents

(a) al | goods produced by a FEZ entity and supplied into the
domestic market shall be subject to taxes, including val ue-added tax and
exci se taxes cal cul ated under rel evant provisions of the Borrower's Tax
Code, and customis duties, all to be collected at the FEZ border

(b) personal incone taxes and, when appropriate, socia
contributions shall be collected in respect to enpl oyees of FEZ entities;
and

(c) services provided by FEZ entities to physical persons shal
be subject to val ue-added tax.

2. The Borrower has anmended its Law On Natural and Authorized
Monopolies to ensure that regul ation of energy and tel ecommuni cations
sectors, including setting of tariffs and profit margins, shall be under
excl usive responsibility of SEA and NCA respectively.

3. The Borrower has enacted necessary legislation and introduced ot her
nmeasures, satisfactory to the Association, to strengthen SEA's and NCA' s



financial and institutional independence and their regulatory capacity.

4, The Borrower has achieved satisfactory progress in the
i mpl ementati on of energy tariff increases consistent with medi umterm
tariff policy agreed with the Associ ati on.

5. The Borrower has

(a) achi eved satisfactory progress in the privatization or in
awar ding a |l ong-term concessi on of the first power distribution conpany
t hrough transparent and conpetitive bidding procedures; and

(b) devel oped a plan, satisfactory to the Association, for
privatization or |ong-term concession of the remaining power distribution
conpani es, and issued requests for proposals frompotential bidders.

6. The Borrower has submitted to the Association evidence of
satisfactory progress in inplenentation of the 2000-2001 Action Plan for
the Recovery and Restructuring of the Gas Sector

7. The Borrower has achi eved satisfactory progress in privatization of
Kyrgyzgas, including:

(i) conpletion of privatization of its activities rel ated
to liquefied petrol eum gas supply and trading

(ii) di sposal of the majority of the assets of Kyrgyzgas
not related to its core busi ness; and

(iii) invitation to potential bidders to submt offers for
privatization or | ong-term concessi on of
transm ssion and distribution branches of Kyrgyzgas.



